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why you shcnild go in tor 

a life insurance policy now. 


All with-profit life insurance 
policies now qualify for the 
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Whole Life Policies - 

Rs.55.00 

per Rs.1000 sum assured 
per year. 

Endowment Policies - 

Rs.44.00 

per Rs.1000 sum assured 
per year. 

Insure yourself and ensure 
financial protection for 
your family. 

Hurry! Contact your UC agent 
or the nearest UC office today. 
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Killing a Cliche 

WHEN in trouble hold a meeting of the National Integration Council, con 
tinues to be the formula Little purpose is served by such casual meetings Ccr 
tain platitudes are re aired, and obscure public figures, who were in danger 
of ceasing to be public figures, are provided with a fresh opportunity to flaunt 
their sense of self-importance In the present instance, the Union governmenl 
felt the need to coax the imprimatur ot approval from the opposition parties 
on what it proposes to do from now on in Punjab Only last year, the Prime 
Ministei had described a whole lot ot these opposition parties as ‘anti national' 
There is no guarantee either that, once the present crisis is ovei, they would 
not once more be dubbed along similar lines by him But, obviously, words, 
mere woids, have a fascination of then own, national unity and national inte 
grity are expressions over which none need expend any thought The sub 
committee of the Council, on which are represented a fc*vv writers and film 
directors, may now be expected to come up with proposals for plays and lilm 
scripts extolling the viitues that inhcic to being part aatf parcel of the great 
Indian nation, tlieie is bound to be. rest assured, hortatorv declarations on 
the imperative necessity to isolate the agents of exteinal powers who arc lespon 
sible tor all the nelarious events taking place in Punjab 

If paper exhortations could have solved ihe Punjab pioblem it would have 
been solved lung ago It calls tor a certain courage to admit that the let rousts 
have already succeeded, and succcdcd even beyond then wilded dreams, ii 
the most crucial of arenas, which is the Sikh psyche There has been an aiittia 
turn at minds, and religious sentiments admixtuicd with emotions iieneiated 
by cconon ic factois affecting the poorer classes, have cicaied a milieu where 
the standard wciponiv foi enforcing law and order tail to impress 

The authorities arc now faced with a typical case of the Prisoner’s Dilemma 
celebrated in the thcoiy ot decision making applying strong aim methods will 
only succeed in evoking lurihcr sympathy for the extremists on the 'ampage, 
and not taking recourse to such methods will help to strengthen the propaganda 
batrage of the extremists that New Delhi has been put on the defensive and 
(he battle of Khalistan is already half won To rail against Pakistan is also likely 
lo prove altogcthci futile I here can be little doubt that tienerai Zta's regime 
has, on the sly been oflering assorted kinds of assistance to ihe Khalistanis 
on the hoary old principle that the enemy of my enemy is my friend Not in 
the too distant past, we too have acted on the basts of the same principle, and 
our protests in the matter, even it backed up by resolutions ot the National 
Integration C ouncil, are unlikely to be taken seriously by our neighbours I he 
fact that wc are not exactly lavingly popular among our neighbours, and each 
of them will enjoy any little discomfiiute wc might come to suffer, ought also 
to be taken into account 

If the National Integration Council is to achieve anything substantial, it must 
have a wider mandate, a mandate which would in essence be much more per¬ 
vasive than what was suggested under Aiticle 26^ of the C onstitution for an 
Inter State Council To be realists, we have to admit that, after all that has 
happened since 1981, there is no short term solution to the Punjab problem 
All we can for the present hope for is the emergence ot a kind ot stand-off 
situation on the law and order front, enabling the National Integration Counal, 
if It IS so empowered, to go into some of the basic issues underlying the crisis 
of alienation and to come up with concrete solutions which the Union govern¬ 
ment would pledge to put into effect immediately These basic factors will cer¬ 
tainly include aspects of Centre State relations any solution, to be effective; 
must insist on a lessening of Central domination in the affairs of a State, 
whether administrative, legislative or financial But it is equally important to 
lake a look at what is happening in the Punjab countryside Again, it needs 
courage to acknowledge the harsh reality that the fruits of the so called Green 
Revolution have by-passed the majority of the Punjab peasantry and therefore, 
by implication, the Sikh peasantry, and the extremists have exploited to the 
hilt the resultant discontent To kill a cliche is in all seasons the toughest of 
assignments If the National Integration Council is not upto the task, and 
therefore fails to suggest the corrective prescriptions, the charade of caUing 
It every now and then may as well be given up It would then of course be 
even a longer haul in Punjab 
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Education 

Shared Objective 

THE manner in which the Central govern¬ 
ment has gone about the busineM of framing 
a ‘new’ education policy for the country has 
been peculiar, to say the least. Indeed it is 
clear in retrospect that the whole notion of 
framing a policy after public debate and 
discussion all over the country was a cover 
for the Prime Minister and his close circle 
of advisers to push through some schemes 
dear to their hearts. The national open 
university, named after Indira Gandhi, was 
thus launched last year before any discus¬ 
sion bad taken place on the government’s 
’Challenge of Education' document. More 
important, the government has gone ahead 
with the very much more controversial 
scheme for starting model schools, now for¬ 
mally christened Navodaya Vidyalayas, all 
over the country, though the promised 
education policy has still to be presented to 
parliament. 

Linder the constitutional division of 
powers it is the stale governments who are 
charged with most ot the responsibility for 
school education. Yet it would appear that 
the details of the model schools .scheme have 
been finalised without the approval of or 
even sufficient consultations with the state 
governments. That the state governments 
have been confronted with a fait accompli 
is evident fiom the letter which the Minister 
for School Education of the West Bengal 
government has recently addressed to the 
Union Minister for Human Resources 
Development, pointing out how at the state 
education ministers’ conference in Delhi in 
January it had been decided that the new 
education policy would be finalised only 
after discussions at the Central Advisory 
Board of Education and the National 
Development Council. The Minister of State 
for Education and Culture, Sushila Rohatgi, 
had said in the Lok Sabha last month that 
the model schools scheme had been “largely 
welcomed” by the state governments, thereby 
admitting by implication that .some state 
governments at least had reservations. 
Judging by the West Bengal minister’s let¬ 
ter, the Centre has not cared to sort out these 
reservations with the concerned state 
governments. 

The Centre’s position, it is easy to see, will 
be that after all the model school.s are be¬ 
ing started by the Centre with its own funds 
and so it is not obliged to carry the state 
governments with it. As the Prime Minister 
so brashly told Chief Ministers at the last 
meeting of the National Development Coun¬ 
cil, if some of them did not approve of the 
Seventh Plan as formulated by the Centre, 
they were very welcome to opt ()ut of it. 
Similarly, if any slate government has doObt: 
about the model schools then it can choose 
to forgo its share of these schools and its 


share of the Central expenditure on them. 

The aigument about it being the Centre’s 
money is clearly specious. An investment of 
Rs 5(X) crore on selling up the Navodaya 
Vidyalayas—-one in every district, with 
“adequate laboraiuiics and modern aids 
to education like radio, TV and micro 
computers”—is known to have been decidec 
upon in the Seventh Plan period (in effect 
in the Plan’s last Ihicc years). It will not dt 
to pretend that, in the present straitened state 
of ihc government's finances, the setting 
a.side of so large a sum for the model schools 
will not be at the co'* of the resources that 
can be spared for, say, normal expansion of 
school education and for other educational 
programmes which have a lower priority in 
the Prime .Minister’s scheme ot things. The 
‘Challenge of Education' document had 
drawn attention to the very disparate expen 
ditures (sn education among different states 
and how children in states with low alloca¬ 
tions had suffeied nt comparison with those 
in the other slates. The pre-emption ol Cen¬ 
tral resources available for education lot the 
model schools is bound to aggravate this 
situation by reducing the scope for using the 
Ccntio’s liinds to make up for the insufti- 
ciency of allocations lor education out of 
the .stale govetnmems’ funds. 

Another aspect ot the model schools 
scheme which makes the Centre’s attitude ol 
non-consultation with the state.s especially 
unfortunate is the decision that the medium 
of instruction in these schools will be Hindi 
and English with provision for a modern 
Indian language to be taught as a third 
language. Apart from the fact that it has not 
been explained how both Hindi and English 
are to be the medium of instruction .simul¬ 
taneously-it IS not difficult to guess that 
English will in no time assume the position 
of the preferred medium—it is reflective of 
the government’s cynicision that this reversal 
of the much-vaunted principle of instruction 
in the mother-tongue in schools has been 
undertaken so casually. 

Considering some of these far-reaching 
implications of the model schools scheme 
sought to be pushed through by the Centre, 
what is surprising is that, apart from 
West Bengal, none of even the other non- 
Congress(l) ruled states have chosen to raise 
any awkward questions. Or should one not 
be surprised after all? Ehe one thing that is 
clear about the model schools is that they 
are intended to meet the urge of the emerg¬ 
ing prosperous sections of the rural popula¬ 
tion for educational advancement and entry 
into the ranks of what may be described in 
a rough and ready manner as the all-India 
English-speaking elite. This is an objective 
as dear to a Barnala or NTR as to any of 
the Congtess(l) chief ministers, whatever the 
skirmishing over the sharing of political and 
administrative control over the model 
schools. 


Health 

Mirage of ‘Health for All* 


A HEALTHY life, according to the WHO 
Regional Director for South East Asia, is 
within reach of everyone, provided the indi¬ 
vidual is willing to adopt a sensible pattern 
of living. Accordingly the slogan for the 
1986 Wot Id Health Day is ‘Healthy Living: 
Everyone a Winner’. Now that the goal of 
‘health for all’ is so near—the deadline set 
for achieving it is after all less than IS years 
away -the WHO no doubt, feels justified in 
adopting the new slogan. The irony is that 
for most countries of South East Asia, latin 
America, and Africa, the goal has always 
been a mirage and the winners have been 
those who have never had to be in the race. 

The claim,that a healthy life is within 
reach of all is so patently untrue that any 
comment is irrelevant. It is the programme 
that W'HO has chaited out in order to help 
peoplea-ountries achies'C this ‘healihy-life- 
w'ithin-so-easy-rcach' goal which affords a 
glimpse at what makes the international 
organisation tick. The International Olym¬ 
pic Committee is its collaborator in this new 
venture which is being called the ‘Winners 
for Health’. The objective is to focus atten¬ 
tion on how healthy lifestyles may be 
achieved through individual effort. Personal 
responsibility is one ol the major pillars on 
vvhicli to build a stiong basis for health. The 
‘Winners lot Health' project will enlist 
individuals who, by example and practice, 
would inspire others. These role models will 
be the ones who follow the W'HO advice: 
'c;it well, get c.xcrcise and keep away from 
alcohol, tobacco and junk food’. 

The WHO cannot be unaware of the fact 
that if millions of people, e.specially in third 
woild countries, do not cat well it is because 
they arc unable to obtain food and not 
because they lack a sense of personal respon¬ 
sibility towards their health. In any case 
people in third world countries do not suf¬ 
fer from ill-health because of an exces.s ol 
alcohol, tobacco ot junk food. The major 
killers continue to be communicable diseases 
like gastroenteriti.s, tuberculosis and malaria. 
In India, for instance, 20 per cent of rural 
deaths arc due to disorders of the respiratory 
system such as tuberculosis, over nine per 
cent are due to digestive disorders (which in¬ 
clude cholera, gastroenteritis, typhoid, etc) 
another nine per cent are because of ‘fevers’ 
which includes malaria. More than half the 
deaths in these countries are among children 
under five. The infant mortality rate con¬ 
tinues to be high in India, 114 per 1,000 live 
births, and 4,000 children go blind every yeai 
because of nutritional deficiencies. Lack of 
food aggravates every ill-health situation 
which is compounded by the social and 
economic environment in which people are 
forced to live That the WHO ctut, given this 
picture of health, issue such absurdly irtele-' 
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vant slogans as it has currently announced, 
IS a reflection of the organisation’s skewed 
priorities 

The emphasis on personal rcspomibilily 
IS not new in the \\ HO rhetoric —it has 
simple been reinstated In 197'’ the ^^olld 
Health Assembly called on all iiaiioiis to 
make ‘health for all bv 2000 as the mam 
social target of gove nmeiits in the decades 
to follow I he challenge, as it was termed, 
was taken up enthusiastically, especially in 
India Since then opinions and p lorities 
base changed Even worse gosernments aie 
icahsing that the enormous investment 
necessary even to create the kind of intra 
stiucture which may give an appealance of 
having made attempts to provide health t in 
tor all arc quite unntoductivc iinincdnuK 
At the same time govciiinicnis with wdlaic 
goals cannot appear to be unconcerned 

The new W HO slogan provides the idc il 
solution By eniphacismg the individuils 
role 111 inainl nmne. health goveiniiic.nls c in 
now abscilvc thcmsclscs ot til le ponsibilitv 
lor providine health care The te emphasis 
on individual lesponsibility also comes it a 
time when the V\ HO budget is due to sutler 
111 anticipated si\ pei cent cut in the wake 
ol the lediielioii in the ^nl••rlean eoniribii 
lion to the UN I his will no doubt mean i 
de emphasis ol (lit low prolile picventive 
health piogiamnies most of which were 
government sponsored backed b\ WHO 
lunds Wrhat better solution tlian to pat the 
majot lesponsibility lor ill health on the 
individii tl s life stvit’ 

Masi Communications 


‘Ylanaipng' the People 


PRESS repoits from lueknow indicate a 
new dimension of the thought contiol 
attempts now to be expected under the 
Congress(l) dispensation Reports narrate 
the Uttar Piadcsh government s various 
steps directed towards the curbing of public 
perfoiniances by radical cultural gioups 
One newspaper reports 

The Uttar Pradesh government has been 
taking several steps to euib the activities of 
ladieal cultural groups The I ueknow addi 
lional disinel magistrate (city) Mr R P IVagi 
had issued an order early this month {MaKh] 
directing cultural gioups to seek permission 
bcfoie holding any progiamme and inlorm 
the authorities about the expected number 
of the audience I he slate government might 
also [be] considering using the recently pass 
ed Anti Oangster Bill to gag the activists 

This report further mentions that a group 
of artistes performing an anti establishment 
play had actually been arrested by a team 
of policemen personally led by the city 
supenntendem of police There was a report 
in another leading national English daily 
that a group of policemen in mufti was 


epiployed to disrupt another pei formanee of 
a similar nature 

What IS pet haps much nuire significant 
m these newspaper reports v the suggestion 
that the aggressive show of intirest bv the 
poliea^n the sphere f eu'turc is the icsult 
of tips and direeiiMs ematiatmg irom the 
Umc'n goveinnun's IXpanm lu of Internal 
Security Although more than me news 
paper has made this allet-ation Niw Delhi 
has so tai chosen to keep silent about it It 
there is am truth in ihi then ihis depait 
ment will justihably be the ob|eet ol the jibe 
thu It has got Its priontv totally wrong 
tint It had better concentrate its atuiition 
on the guarding of I that lail ind ihe like' 

More seriousls however the lueknow 
cpi.odvS higlilibht an imporiaiit »spe> l ol 
the Rajiv (laiidhi eovernment s mode of 
operation 

that I' the importance it iiiaetus to it 
exelusivt inonopoK over the means ot rn iss 
eoinnuinie iiions in It scheme of managing 
Ihf peopK Not Li iiieiii wnh its strict eon 
trol ovet Ml Indu Radio ind television 
or pel haps with a view to protecting and 
prtservn « the eltieass ol that inoiioptilv 
eontiul the C enlu IS intent ipoiieiiibing 
the letehot the eiicnaiivt eluntielsot riiiss 
eoinmuiiicatioiis ti woik at the wrissioots 
hsel 

Bangladesh 


Llortions at laist 


fOR the fourth time in four veais 
Bangladesh s Piesidcnt Lishad announced 
early this scai his intention to hold 
parlumeniais elections Not surprisinglv 
the inaiiistreain < pposition groups the 
1' paiiy dlliaiKC led by Awami leagues 
chief Sheikh Hasina Waitd, the seven paity 
gioup headed by Bangladesh National 
Parly s Khaled < /la and the tundanient ihst 
lamat i Ishm rejected the prispostl ind 
reiterated the deni inds which they have been 
iiiakitiE tor thiee vents 

Since then however opinions and alhanees 
have shitted and elections are scheduled for 
Miy 1 The Bangladesh National Paitv 
(BNP) led seven pariv alhariee has decided 
after some hesitation to boycott the elec 
lions Suppoiting the stand aie five consti 
tuents ot the Hasina group which has tiled 
nomination papers and is campaigr ng 
feverishly In keeping with its eailier 
statements, the Btngladesh Communist 
Party has also thosen to rnlcr the fray 

The demand lor the restoration of 
democracy in Bangladesh has been steadily 
growing Despite a ten month ban on open 
political activities opjiosmon parties have 
been working to gather suppon for the 
charter of demands, the mam feature of 
which was the lifting of the martial law 


January I when open political activity was 
allowed to be resumed, was marked by huge 
protest rallies all over the country The day 
lUo saw the launching of a new pro- 
gov ernment parly, the Jatiya Party, the 79th 
in Bangladesh The new party manulactured 
fiom live e'xisting groups including a faction 
ol t le BNP called for elections to be held 
in Apnl made no demands for the prior 
lilting ol the maitial law and declared that 
It would woik under the “leadership of 
PicMdeni Frshad in other words the stage 
was set lor parliaincntarv polls regardless of 
the St ind i iKtii by the opposition party 

In the Usi thiee months the country has 
seen a sei les ol strikes and industrial actions 
B ingladcshi dueiois, engineers and agri- 
eiiltiiral workcis went on strike for more 
lobs ovci 2 (HI 000 jute workers went on a 
ibUis siiike loi hike in wages, Dhaka 
universitv was a point of high tension for 
a wink non gosernment teacher* have 
demanded hike in salaries Opposition 
parlies sueeossfnilv managed to mobilise 
suppon lor two hartals—although the first 
w IS sabotaged bv t rvhad's call foi a strike 
on he same dav on Ihe A1 Aqusa issue 

In Maieh Lrshid announced that he was 
willing to otter thiee concessions to the 
opposition which would reflect the neutral 
state the goveriimeni would maintain during 
the polls Martial I iw olfiees at the zonal, 
sub /on il tiul ilisiriet levels weie to be 
abolished Manial law courts would cease 
to tiineiion and vases would be.transferred 
to CIV il courts and ministers w ho would con¬ 
test the polls would be dropped 

Both opposition groups initially rejected 
the offer but diffeitnees soon became 
apparent among the constituent parties A 
dram itie proposal by the Communist Party 
ol Bangladesh that the two Opposition 
leaders should between them contest all the 
100 parli imentats seals was promptly 
vounitred by I tshad who brought in a 
piesidential ordinance prohibiting any 
e indidate Iroin contesting for more than five 
sens Einally the Hasina alliance decided to 
join the fny while Kaleda 7ia asked for 
further voneessivins The BNP demanded the 
release of all political prisoners, the restora¬ 
tion of fundamental tiglits and the acquittal 
of all politieal leaders who had been con¬ 
victed by Ihe martial law courts The BNP- 
led nlli ince is boycotting the elections 

Frshad s assurances ol maintaining 
neutiaiity have rapidly given way to his open 
and public support of the Jatiya Party His 
presence at political rallies has come under 
heavy criticism And he has even claimed 
that a minimum of ISO 200 seats would go 
to the Jatiya Party Bangladesh may well 
have an ‘elected’ government after May, but 
whether it will be democratic' is a moot 
question 
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Government Must Pray for a Cotton Crop Failure 


NEW DEI HI, it appears will need to 
invoke the wrath of the rain god to ruin the 
1986-87 cotton crop to enable the govern¬ 
ment to extricate the cotton economy from 
the mes» it is in. The developments on the 
cotton front provide a telling illustration of 
the government's utter failure to deal effec¬ 
tively with the emerging situation charac¬ 
terised by an alarming demand-supply im¬ 
balance The various measures taken by the 
government - increase in the stock of cot¬ 
ton mills can hold, a record export quota and 
permission to the private trade to participate 
in export, progressive reduction in minimum 
export prices (MEP) and scraping of MEP 
for the benefit of the private trade and the 
announcement of the government’s decision 
to cieatc a bulftr slock—have proved to be 
of little avail in imparting stability to the 
market to protect the growers’ interests. 

Cotton prices which had registered a very 
sleep decline last season from the 1983-84 
season’s record high levels have moved fur- 
thet down this season. With small intermit¬ 
tent rallies cotton prices have continued to 
drift lower. Excepting extra long staple cot¬ 
tons which have help quite firm, the current 
spot quotations (Bombay, April 4) for 
almost all varieties are about the lowest for 
inoie than live years. Several varieties are 
quoted substantially below the official sup- 
pot i puces, reflecting organisational and in- 
trastiaciural deficiencies in the face of the 
stibsiantially improved supply position. 

Even though the current season is mure 
than seven months through nobody can still 
vouch foi the sire of the 1985-86 crop. The 
Union minister of state for textiles stated in 
the I ok Sabha on February 21 that the crop 
had been estimated at 94 lakh bates. Ap¬ 
parently, he was only quoting the figure ‘ap¬ 
proved’ at the Cotton Advisory Board's 
meeting on IX'cember 12. At its last meeting 
held on Api il 2, the CAB revised the figure 
to 107 lakh bales, up 13.8 per cent over the 
picvious estini.ite The trade and growers’ 
leprcseniativcs, however, put up an estimate 
of 111 lakh bales. This is very close to the 
estimate of 110 lakh bales put forward in a 
note titled ’save the cotton growers of 
Ciujarai' pa-pared by the Gujarat Kapas 
l'tp.idak Heel Kakshak Sangh and forward¬ 
ed to the Union government by Sanat 
Mchi. 1 . toimer finance minister of Gujarat. 
Diffeiciices are by no means confined to 
estimates of prixluction; there is no unanimi¬ 
ty c'ven III regard to the carryover stock from 
the 1984 85 season (the CAB figure is 24.45 
lakh bales and the trade figure is substan¬ 
tially higher at 35 lakh bales) and the likely 
expoits of cotton during the season which 
again are variously estimated at between 5 
lakh bales and 10 lakh bales. Few market 
men expect exports to exceed 5 lakh bales, 
In view of the varying estimates in rwpect 
of aggicgaie supply (production plus open¬ 
ing stock plus import of 15,000 bales of 


Pakistani cotton) as well as demand, 
estimates of the likely carryover stock at the 
end of the season vary widely from around 
30 lakh hales to 54 lakh bales. 

The crop information system being 
altogether undependable, which reflects 
poorly on the authorities concerned with the 
management of this important segment of 
the economy, the government is obliged to 
resort to ad hoc measures to deal with the 
emerging situation. By their very nature, ad 
hoc measures, no matter how carefully 
thought out, cannot prove very effective in 
tackling a situation where basic issues are 
involved. 

The way the textile commissioner’s office 
has gone about dealing with the issue of 
minimum export prices, finally scrapping it 
for the private trade, is highly questionable. 
Why should minimum export prices be 
made applicable only to the state and co¬ 
operative agencies’? Do not the private trade 
and the state agencies have to tap the same 
international markets? If anything, the state 
agencies deserve preferential treatment, 
partly because they have performed better 
than the private trade and partly because 
they are carrying huge stocks of cotton with 
them. Out of the total export business of 
2.58 lakh bales put through till the end of 
March, the share of the private trade is 
placed at only around 35,000 bales. The 
period for entering into export contracts by 
the private trade has had to be extended by 
two months till the end of May. 

By April 4, the Cotton Corporation of 
India had procured about 12 lakh bales of 
new crop cotton of which 9 lakh bales fell 
under the price support operation. Sales of 
new crop aggregated 4.25 lakh bales, in¬ 
clusive of 1.55 lakh bales for export. The 
Maharashtia State Co-operative Cotton 
Gtowers Federation had procured during the 
same period a record 25 lakh bales under 
the monopoly scheme and its sales are 
placed around 10 lakh bales. The co¬ 
operative marketing societies in Gujarat are 
said to be carrying a stock of over 4 lakh 
bales. Inquiries with informed sources in¬ 
dicate that out of the total all-India crop of 
107 lakh bales (CAB estimate), the kapas 
equivalent of 86 lakh bates has been 
marketed so far. The average monthly mill 
consumption of cotton works out to around 
7.2 lakh bales. Export activity has been poor, 
in view of the pronounced weakness in the 
international markets—prices have declined 
by about 7 cents a pound since about the 
middle of March—export is a losing 
business at present. The champions of the 
growers’ cause have, of late, been pleading 
for subsidising exports in order to ease the 
pressure on the domestic. 

The situation obtaining in the cotton 
market has indeed no [mallei. The prospect 
of the current season ending with a massive 
carryover stock—estimated at over 30 iakh 


bales by the trade—is quite disturbing 
because of the serious financial implicatims 
for those who have to carry the stock. Nearly 
three months have gone by and the Union 
government has still to spell out how it pro¬ 
poses to implement its decision to create a 
buffer stock. Not that it really matters. 
Financial implications apart, the stocks held 
by the CCl and the state marketing sociAies/ 
federations could well be treated as buffer 
stock. 

Unquestionably, the total availability of 
cotton far exceeds the current level of mill 
consumption. This imbalance can be rec¬ 
tified either by stimulating domestic con¬ 
sumption through increased production of 
yarn and cloth or through export of raw cot¬ 
ton or by creating a buffer stock to meet any 
eventuality arising from a failure of the next 
cotton crop. The policy package required for 
dealing effectively with the demand-supply 
imbalance in cotton will depend on the op¬ 
tion the government chooses to exercise. But 
the government must act. 

Petroleum 


OPEC in Turmoil 


THE collapse of the latest round of the 
Organisation of Petroleum Exporting Coun¬ 
tries (OPEC) talks in Geneva last month was 
followed barely a day after the meeting ad¬ 
journed, by the most drastic fall in oil prices. 
The meeting had been attended by five non- 
OPEC members who shared the OPEC con¬ 
cern at falling prices and the need for cut¬ 
backs in production. But disagreements 
arose over the allocation of individual quota 
cut-back in production and export. After the 
longest meeting of the OPEC in recent times 
with acrimonious discussion spread over ten 
days, the members only agreed on the need 
to meet again on April 15 for a funher 
round of talks. 

As it stands, there is little hope for 
agreements on production cut backs, but 
every indication that spot prices may drop 
to $ 10 per barrel. At the heart of the matter 
is the fact that while the Ore& members ate 
agreed on the need to cut oil production to 
14 million barrels per di^ (b/d) from the cur¬ 
rent level of 16-17 million b/d no individual 
member country is witling to scale down its 
contribution to a growing glut of oil. Non- 
OPEC oil producing countries, significantly 
Briuin and Norway, have added to the pro¬ 
blem of over supply by refiising to enter into 
any agreements with OPEC for stabilising 
oil prices through production cuts. 

The problem of oversupply is going to in¬ 
crease as the warm weather sets in and de¬ 
mand for oil declines even fiirther in the 
coming months. As it is. world supidy is 2 
million b/d mote than demand, despite 
OPEC havii^ cut its production to b^y 
50 cent of peak levc^ and the gap is like¬ 
ly to increase to about 3 miUion ^d in 
summer. 



The price d^dloe is hurting oil cxporten 
although In varying degrees, but in spite of 
rhetoric to the contrary, are sharp dissen- 
sions within OPEC, especially after Saudi 
Arabia decided to abandon its role as the 
sole 'swing’ producer. A year ago, it had 
agreed to cut its production to 2 million b/d, 
but faced with a decline in oil revenues it is 
now producing a four.h of the totid OPEC 
supply of 16 million b/d. No country is will* 
ing to assume the role of swing producer, 
adjusting output to sustain prices as demand 
changes. Britrm and Norway are two pro¬ 
ducers whose oil export revenues are a small 
proportion of their total export earnings but 
whose obdurate spurning of OPEC overtures 
for output adjustments are a major factor 
responsible for the price-slide. 

The US has shown signs of disquiet at the 
oil price decline for two reasons. The 
substantial petroleum industry in the US has 
a stake in maintaining high prices. Similar¬ 
ly, American banks have large investments 
in oil exporting countries like Mexico, 
Venezuela and Nigeria An added factor for 
US unease is the impact of the decline in oil 
prices on investments by Gulf countries in 
the US. The overall assets of the six Gulf 
countries in Western countnes had declined 
from $ 345 billion at the end of 1984 to 
about $ 205 billion at the end of 1985. With 
countries like Saudi Arabia facing current 
account deficits, withdrawals of deposits 
held in Western, including US, banks are in¬ 
creasing Total investments of the Gulf coun¬ 
tries in the US is estimated to have slumped 
by about 8 5 per cent in 1985, following a 
drop of 10 per cent the year before Not sur¬ 
prisingly, the Reagan administration has 


GPD’s columns on Philippines (‘The Elec¬ 
tion That Never Was* and ‘The Election 
That Never Was and After', EPW, February 
22 and March 1) make curious reading. ‘An 
election that never was’, an election the result 
of which was a ‘foregone conclusion’ (“That 
Marcos would keep his presidency is beyond 
doubt. What is doubtful is whether he can 
keep his country!’) Ultimately forc^ GPD 
to write labour^ sequel. Evidently, news¬ 
paper columnists, even if they are Stalinist- 
Maoist masquerading as Marxist-Leninist 
and write for the EPIV, need not necnsarily 
be very perceptive. 

GPD has dwelt at considerable length on 
“what has not happened in the PhiUppines”. 
Let us have a quick look at what has hap¬ 
pened. ()uite clearly, Philippines has gone 
through what the Marxist tradition calls a 
political revolution: a drastic change in the 
political regime withom a change in its class 
basis. (GPD may be'reminded that once 
upon a time Leon Ttatsky, rightly or wrong¬ 
ly, advocate^ a political revolution of a dif¬ 
ferent order as acute for the ills of bureau¬ 
cratic degeneration of the Soviet regime.) 
The politidal revolution* came as the 
culmination of ap^nnpnoedcated semi¬ 


thought it necessary to send George Bush 
to Saudi Arabia to discuss ways of controll¬ 
ing the oil price slide This visit follows on 
the heels of warnings by the US Energy 
Secretary that Saudi Arabia’s policy of 
allowing prices to fall were hurting the 
American oil industry. 

The most severe impact of the oil price 
slide is being felt by those oil exporting coun¬ 
tries least able to bear it. These oil exporters, 
inside and outside the OPEC, face the grim 
prospect of declining oil revenues and in¬ 
creasing incapacity to repay external debts. 
Mexico, the fourth largest oil exporter whose 
oil revenues constituted 65 per cent of its 
total export earnings has already witnessed 
a drop of 25 per cent in oil exports on top 
of the price fall last year. Venezuela, Nigeria. 
Indonesia and Peru all in the grip of 
economic crisis, all. the more so as overall 
prices of primary products in world trade 
are also plummetting. 

The US is keen to prop up oil prices if on¬ 
ly to ensure the safety ot its investments in 
the debtridden oil exporting countries and 
to protect its own oil and energy sector One 
important side-effect of Bush’s visit to Saudi 
Arabia may be a softening of Britain’s at¬ 
titude towards OPEC and the possibility of 
some co-operation for price stabilisation. 
But other difficulties may crop up. So far 
the war between them has curtailed oil pro¬ 
duction in Iran and Iraq. Should it end, both 
countries, major oil producers within 
OPEC, may want to increase production if 
only to rebuild their war-ravaged economies 
That might take OPEC and the rest ot the 
oil exporters back to square one 


spontaneous mass mobilisation of millions of 
Filipinos, particularly in the Manila 
metropolitan area. This mobilisation com¬ 
pletely bypassed GPD’s Maoist friends, the 
NPA, which failed to intervene in the mass 
upsurge in any meaningAil way. The reason 
is not far to seek: the NPA's overemphasis 
on ‘Power flowing from the barrel of the 
gun’ and its Maoist contempt for mobilisa¬ 
tion of the urban working class. It is the 
absence of an authentic Leninist vanguard 
party deeply rooted amongst the working 
classes that enabled the opposition bour¬ 
geois grouping around Corazon Acquino to 
assume the leadership and contain the mass 
.upsurge. At one and the same time what 
happened in Philippines clearly brings out 
the contemporary relevance of the Leninist 
strategy of vanguard party and insurrec¬ 
tionary politics as well as the severe limita¬ 
tions of the strategy of prolonged rural 
guerilla warfare. The lesson is not without 
significance for the Indian left. 

At least in the immediate present, GPD’s 
‘euphoria’ over the NPA is much more 
misplaced than the yet-to-come ‘euphoria’ 
of those whom he c^s ‘the peoples power- 
wallahs’ (whatever that may mean). Ap¬ 


parently conceit and confusion are amongst 
the wages of Stalinism. subrata Sen 
N agpur. 

National Drug Policy 


ALL India Drug Action Network had dis¬ 
cussions on March 20 in Delhi with several 
MPs from different political parties in¬ 
cluding Balwant Singh Ramoowalia, Ibja 
Singh, Suiesh Kurup, Unni Krishnan, Vishvjit 
Prithvijit Singh, Mool Chand Daga, Abdul 
Rashid Kabuli, ^f-ud-din Soz, V 3bnkatesh, 
Piyus Tirakey, Chinta Mohan, regarding the 
need for a rational drug policy. After the 
discussion on the need for a Rational Drug 
Policy, following statement was issued. 

This meeting of the representative of the 
political parties states: 

That the National Drug Policy (NDP) is 
essentially meant for the well being of the 
people and as such it should be open for 
public discussion and debate before it is 
adopted by the Parliament. 

That the NDP should not be isolated, but 
taken as an integral part of health policy and 
Health Education Micy and therefore con¬ 
sidered in unison and not in contradiction 
with the New National Health Policy of 
1984, as any short term changes imple¬ 
mented now, cannot be properly integrated 
with the health policy at a later stage 

That as suggested by the Hathi 
Committee and WHO, there is an urgent 
need foi formulation and adoption of essen¬ 
tial drug lists based on the actual health 
needs of the people. 

That the essential drugs be made available 
in generic names 

That the production and delivery of essen¬ 
tial drugs should be so planned that suffi¬ 
cient essential drugs at affordable prices arc 
available at all times, at all places and to all 
the people. 

That the production and sale of all hazar¬ 
dous, irrational and therapeutically useless 
drug formulations should be immediately 
stopped. 

fhat only unbiased scientific information 
should be allowed to be given by the phar¬ 
maceutical firms to the medical profession 
and that this information should be approv¬ 
ed by the government 

That the consumer caution on the product 
pack should be simple, and in regional 
languages. 

That the Health Ministry should in¬ 
dependently provide continued information 
in the sphere of drug usage to the medical 
profession and to chemists through appro¬ 
priate measures. 

That adequate minimum quality control 
measures should be strictly enforced to give 
standard quality products. 

That no change should be made in the 
existing patent Laws 

That the multinatic-nals be made to pro¬ 
duce sufficient essential bulk drugs from the 
basic stage. 

Copies of this statement are being sent to 
the Prime Minister, Ministries of Health, In¬ 
dustry, Drugs and to the concerned officials. 

Mira Shiva 

Coordinator 

All India Drug Action Network 
New Delhi. 
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STATISTICS 


Variation (Per Cent) 


Index Nuinben of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1P70-7I = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(22-3-86) 

Month 

Year 

30, 1985 

84-85** 

83-84 

82-83 

81-82 

All Commodities 

1000 

360.4 

0.9 

4.6 

4.1 

7.0 

9.5 

2.6 

9.3 

Primary Articles 

417 

331.7 

1.3 

3.3 

3.1 

4.8 

11.0 

3.6 

11.3 

Food Articles 

298 

.321.6 

1.8 

8.2 

8.1 

6.4 

13.5 

6.2 

13.3 

Non-food Articles 

106 

278.0 

0.4 

-9.0 

-9.4 

-2.3 

I5.I 

1.7 

10.3 

Fud, Power, Light and Lubricants 

85 

609.1 

— 

8.3 

8.9 

2.6 

7.6 

7.3 

20.7 

Manufacture Products 

499 

342.1 

0.8 

4.5 

3.4 

6.0 

8.7 

06 

5.2 






Variation (Per Cent) 



Cost of lavins Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1985 

84-85 

83-84 

82-83 

81-82 

For Industrial Workers I960 - 

^ 100 

633* 

0.6 

8.2 

8.0 

6.4 

12.6 

7.8 

12.5 

For Urban Non-Manual Employees 1960 = 

= 100 

577' 

0.5 

7.3 

6.9 

8.1 

10.3 

8.0 

11.9 

For Agricultural Labourers July 60 to 

553' 

-0.7 

5.7 

7.0 

0.2 

11.4 

S.2 

12.4 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(14-3-86) 

Month 

Year 

29, 1985 

84-85 • * 

83-84** 

82-83 

81-82 

Money Supply (M.) 

Rs Crore 

1,16.923 

78 

16,020 

14,966 

15,916 

13,031 

10,115 

7,037 




(-0.1) 

(15.9) 

(14.7) 

(18.5) 

(17.9) 

(16.1) 

(12.7) 

Net Bank Credit to Government Sector 

Rs Crore 

59,601 

-222 

9,575 

10,651 

8,463 

5,757 

4,748 

4,965 

Bank Credit to Commercial Sector 

Rs Crore 

79,472 

849 

9.685 

8,671 

10,290 

8,830 

8,247 

6,772 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

2,781 

194 

306 

-218 

1,419 

-104 

-977 

2,069 

Deposit of Scheduled Commercial Banks 

Rs Crore 

84,234 

- 634 

13,256 

13,048 

11,319 

8,550 

7,299 

5,762 




(-0.8) 

(18.7) 

(18.3) 

tl9.0) 

(16.4) 

(16.6) 

(15.2) 

Foreign Exchange Assets** 

Rs Crore 

6.497 

405 

53 

-464 

1,319 

943 

911 

-1,468 







(24.0) 

(20.7) 

(27.2) 

(-30.4) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 = 100) 
























In 

In 

In 

In 

In 




1985 

1984 

1985** 

1984** 

1983 

1982 

1981 

General Index 

100.00 

222,9'* 

205.3 

192.6 

6.6 

7.2 

4.5 

4.5 

9.3 

Basic Industries 

32.28 

258.1" 

230.8 

217.4 

6.2 

11.7 

5.5 

8.0 

14.5 

Capital Goods Industries 

15.25 

205.8" 

220.2 

211.2 

4.3 

9.2 

4.3 

-0.9 

8.1 

Intermediate Goods Industries 

20.95 

186.8" 

179.1 

161.5 

10.9 

1.7 

7.9 

1.9 

3.7 

Consumer Goods Industries 

31.52 

161.1" 

161.9 

157.8 

2.6 

1.3 

0.4 

5.8 

8.2 

Durable Goods 

3.41 

236.5" 

238.2 

199.0 

19.7 

13.0 

0.1 

3.6 

-0.1 

Non-Durable Goods 

28.11 

150.3" 

151.1 

152.1 

-0.7 

0.5 

0.5 

6.5 

9.3 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(S^t 85) 

1985-86* 

1984-85 * 

1984-83 

1983-84 

1982-83 

1981-82 

1980-81 

Exports 

Rs Crore 

741 

5,018 

5,378 

11,396 

9,872 

8,908 

7,803 

6,711 






(15.4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

Imports 

Rs Crore 

1,540 

9,142 

7,982 

16,592 

15,763 

14,356 

13,671 

12,524 






(5.3) 

(9.8) 

(5.0) 

(9.2) 

(40.6) 

Balances of Trade 

Rs Crore 

-799 

-4,124 

-2,604 

-3,196 

-5,891 

-3,448 

-5,868 

-3,813 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,391 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

520 

520 

580 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

SO 

50 

63 

657 

707 

827 

820 

895 






(-7.1) 

(-15.3) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

303 






(-8.4) 

(-16.3) 

(2.3) 

(-6.1) 

(3.2) 

Isicome 

Unit 

I984-8S** 

1983-84** 

1982*83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Cross Domestic Product (Current Prices) 

Rs crare 

t,89,434 

1,72.176 

1,4S,S65 

1,30,383 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61.473 

S9.319 

33,032 

>53,168 

30,736 

47,138 

49,633 

46,917 

Per Capiu Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

»5 


* For current year upto latest month for which data are available and for corresponding period of list year. 

** Excluding gold and SDRs. 

‘r., + Upto latest month for which data are available. 

^ + + Provisional data. 

■ fhies: (I) Superscript numeral denotes month to which figure relMes, e g, superscript* indieafes that the figure i» for Jamiaty iod so on. 
(2) Figures In brackets denote percentage variation over previous period. 



CAPITAL VIEW 


Punjab at Stake, and More 

Romesh Tliapar 


PAROCHIAL, short-sighted politicking, 
backed by every type of vicious violence is 
slowly suffocating the spirit of Punjab Even 
as a confused Barnala is sought to be top¬ 
pled by an ambitious Badal, with the ex¬ 
posed Ibhra looking on, the killer squads 
of the extremists are given free play The 
power game, as it is played in Delhi under 
the guidance of Arun Nehru’s security 
apparatus, is to offer a careful mixture of 
advice, warnings and thrusts which do not 
assist Barnala to assert himself 

Small wonder, then, that those who are 
not known for their support to the Accord 
on Punjab are suddenly alive to the threat 
that IS posed to the Republic by the mind¬ 
lessness that now characterises governance 
in the sub-continent They are appealing to 
the Government of India not to crucify 
Barnala There is great urgency and ment 
in this appeal, but the salvage operation 
requires extraordinary statesmanship at this 
juncture 

Rajrv Gandhi, helpless on the tempestuous 
waves of a gathering political storm, must 
clear the way to a national consolidation 
behind anv corrective action on Punjab This 
can only be done through an immediate con 
sultation between him, R K Hegde, Jyoti 
Basu, N T Rama Rao and Taroukh Abdullah 
The corrective has to be a consensus act with 
an explicit mandate for immediate imple 
mentation Its perspective the stamping out 
and elimination of the killei gangs of the 
extremists without mercy 

No democratic polity can survive if every 
issue IS permitted to become an excuse for 
a flagrant violation of all laws, but the cor 
rcctive must be the result of a national con 
sultation preferably institutionalised at a 
later date through the Inter-State Council 
envisaged in the Constitution Politics is no 
longer the preserve of a single party living 
on the dividends of a freedom struggle A 
number of responsible formations mrcise 
power in the sub-continent and cannot be 
excluded in the formulation of the frame¬ 
works within which this continental federa¬ 
tion must now funaion 

If Punjab IS at stake, then so is Kashmir 
Our entire north-western border is bemg 
destabilised—and the excuse is that Haryana 
IS expressing opposition to the Accord This 
is unmitigated nonsense Haryana, a bunch 
of distnets, IS a mismanaged state whose 
'leaders’ are seeking a common border with 
ftkisun to claim a ponton of smuggling 
revenue Bhajan IjiI is like the roads he 
builds—pot-holed He can be thrust aside 
removed, for the peopie of Haryana are 
interested not in extra temtory but in an 
assured supply of watet Six months of good 


imd effective presidential governance would 
dissolve the memory of Bhajan Lai and his 
‘twin’, Oevi Lai Leave them on a rampage, 
and soon new dangers will crystallise 

It IS tragic that within the ruling coterie 
the developing thoughtfulness of Arun 
Singh was not preferred to the adventurism 
of Arun Nehru Apart from the damage 
done to the credibility of Rajiv Gandhi and 
the worth of his signature on the Accord, 
the sequence of events again made a con 
sohdation of Hindu opinion terriblv im 
portant to an Indian Prime Minister This 
disastrous scenario, so reminiscent of Arun 
Nehru’s taaics, had to spark the divisiveness 
inherent in the Ayodhya controversey 
between Hindus and Muslims and also the 
bill on curbing the rights of Muslim women 
following a judgment of the Supreme Court 

The ruling Congress party now faces the 
prospect of a massive splintering of its vote 
banks built on opportunist tribal, caste and 
community adjustment without the tested 
programmes or principles which had earlier 
provided the essential unifying cement to an 
amorphous continental formation The 
competitive battle between the rulers and the 
oppositionists proceeds at the same destruc 
tive level It has to be neutralised by critical 
national assertions on the fundamentals of 
our democratic political future Rajiv 
Gandhi holds the card, but he is reluctant 
to play It Or, maybe, he is prevented 

The only stirring so tar within the ruling 
party is to give backing to the claims of the 
old guard against the new This is another 
level of mindlessness The Congress party 
enjoying a massive majority in Parliament, 
cannot find sustenance in the hands of 
yesterday’s failures It has to accept the 
arrival of the multi-party system over the 
sub-continent and seek to come to terms 
with It, preferably through viable iiistitu 
tions There is not much time available for 
the adjustment because the conspiracy is 
already launched within the ruling circles 
against the continuance of Rajiv Gandhi 
Only his still visible hold on hard-core C on 
gressmen as a decent, honest chap keeps him 
floating 

At this moment of writing, the eyes ot 
Congressmen arc focused on the imminent 
Cabinet changes Will they be persons who 
can inspire the loyalties of the party 
members’’ And who will fill the vacancy in 
the Home Ministry There is disapproval and 
resentment against the junior mimster, Arun 
Nehru, whose postures suggest that he sees 
himself as a potential Pnme Minister Unless 
he IS cut down to size (a pharse that should 
not be muapplied!) the present PM will 
share the fate of the Indian rupee—for ever 


facing devaluation Rajiv Gandhi needs a 
viable Home Minister Will he turn again 
to Arjun Singh** A disgruntled party is 
waf''hing 

The crises of the nation, all surfacing 
dangeroulv together or stupidly allowed to 
in a do nothing environment, reflect in the 
scaicity of political talent All parties are 
afflicted, with dubious characters and 
relatives of departed netas being mobilised 
for enrolment in leading committees That 
IS why the silent majorities are not led They 
could overwhelm the crazed fanatics now 
assuming importance in our public life We 
need a thousand Baba ^mtes to motivate 
our demoralised politicians 

In such a situation, there are no dividends 
foi the PM in taking time off to chat with 
people drawn from a variety of specialisa 
tions A serious formal should exist for such 
meetings, or else the occasion is merely an 
exercise to establish the notion of acces 
sibilitv, a false notion because it has no real 
defined purpose to give governance the c\ 
pcrtise It IS lacking -or which it is denied 
by a wary buicaucracv The ruling coterie, 
alas, IS still obsessed with image making 
bad, and it will get sadder by the looks of it 

At the heart of the crisis is Punjab Make 
no mistake about this in the sea of in 
competence and indecision, it is not just 
Punjab that is at stake The caucus that 
rules, whatever it be, has no idea of the 
repercussions that flow from the explosive 
tangles in that state They touch the fabric 
of the Republic 

Footnote To maintain a balanced view ol the 
killings registered in the sub comment we 
should maintain a chart in the style of the 
weatherman I or example, it is salutary to 
be told ihai Bihar, that haven of Con- 
gressism tops the list for murders Official 
iigures record the total number of murders 
lor I98S at 1174 and that ot noting ai 13,033 
I he figure for road dacoitics and robberies 
in the slate in I9M5 weic 303 and 287 
lespeclively* 


Mazda Eastland Leasing 

MAZDA LAST! AND LEASING is a new 
integnited finance company formed as a resuh 
of professionally managed, developing groups 
—the Ma/da Leasing group and the Pasan 
group of Eastern India The primary aim of 
the company is to tap the hitherto unexplotted 
and unlimited potential of Eastern India The 
company will be entering the market with 
a public issue in June this year to raise long 
term finance for its business Bhasker Mitter 
IS the Chairman of the board of directors 
The Mazda Leasing group is represented on 
the board by H P Ranina and Homi D 
Mehta and the Pasari group b> P D Pasan 
and Chandrakant Pasari 
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DOES not all this seem allegorical, the 
goings-on in that supposedly maximum 
security prison on the outskirts of the 
nation’s capital? It is open city for killers, 
smugglers, crooks, hasish-runpers, they rule 
the roasu they bribe their way in, they bribe 
their way out. thay have proved the point, 
everybody and everything has a price, and 
everybody and everything is purchasable, no 
man or institution remains beyond the pale, 
let your logo mock at you, truth shall prevail, 
of course, it shall, truth, which is <t compen 
dium of facts, truth-which transcends facts, 
truth that this is a nation of crooks and 
sneaks, not excluding chief ministers, not 
excluding university chancellors and vice 
chancellors, not excluding the officer who 
presides over your neighbourhood police 
station or marriage registration bureau 

Consider that Mint Road institution, the 
nation’s central bank, custodian of its 
monetary conscience the Reserve Bank of 
India How many would now bother to 
remember the occasion way back in 1973, 
when the Reserve Bank passed—or it could 
be, marrowiess non wonder that it had 
already become, was instructed to pass—a 
most curious order’ One nondescript non 
banking financial company was marking 
time It had the appearance of a small time, 
small town agency, no hiatus existed bet 
ween appearance and reality Suddenly, it 
struck, as the Americans say, pay dirt, it sue 
ceeded in making the right political connec 
tions, and things began to happen The 
Reserve Bank, the nation's monetary cons 
cience, had standard rules prescribed tor 
governing non-banking financial companies 
One major rule stipulated that such a com 
pany would not be allowed to accept public 
deposits exceeding 25 per cent ot the total 
of Its paid-up capital and reserves T he com 
pany we have tn mind used to issue, against 
commitment to pay premium, welfare 
endowment certificates, that was its modali 
ty for accepting public deposits In 1973, the 
Reserve Bank chose to make an exception, 
and only in the case of this particular com¬ 
pany, with respect to the rule regulating ac¬ 
ceptance of public deposits This company, 
and only this company, was exempted from 
the rule, it was given unfettered freedom to 
accept public deposits, never mind the size 
of Its capital base Certain conditions were 
set, which were an eyewash 

It was an extraordinary decision, but it 
was not challenged, no one cared to test its 
validity, in terms of Article 14 of the Con- 
stituuon, in a court of law, despite the in¬ 
vidious preference shown to a particular 
company The company took wings It ap¬ 
pointed an army of agents and sub-agents 
These agents and sub-agents were chosen 
with care; agents in particOlar were, more 


often than not, close relatives ot those who 
are known as ‘influential people’ The 
category of ‘influential people’ of course in¬ 
cluded ministers, other politiaans, cml ser¬ 
vants, members of the jucliciary, police of 
ficials, bank managers, income tax officers, 
mining contractors, mining contractors 
doubling up as trade union bosses The 
modus operandi was carefully worked out 
The entire premia collected against new 
endowment policies in any year were con¬ 
sidered as the company’s income. 70 per cent 
of the amount thus collected from new 
policies was straightaway distributed as com 
mission to the agents and sub agents 1 his, 
after all, was what capitalism was about, the 
enthusiasm ot the agents and sub-agents 
knew no bounds They imbibed the zeal of 
Seventh Day Adventists, and spread them¬ 
selves far and wide, in state after state, in 
town and country, in fields and factories and 
mines C apture new policies and fatten your 
commission Invade government and mer 
cantile offices, ihvade the mining areas, lie 
in wan at the factory gates on pay dajc Catch 
hold of an illiterate share-cropper or an in¬ 
nocent mine worker or a lower middle class 
housewife or a badli factory hand, and shove 
an endowment policy in his or her hand 
Bamboo/le him or her, he or she must en 
sure his or her future, he or she will only 
have to pay a premium of only five or ten 
rupees every month, but, at the end of fif¬ 
teen or twenty years, he or she will receive 
a package of so many thousand rupees The 
agent or sub agent had to be glib, glib, glib, 
the lure ot the fat commission was a great 
stirrer of glibness He or she had to be both 
glib and quick tor he or she could not af 
toid to give the prospective victim time to 
think, the effective rate of interest which the 
endowment policy implied would usually fall 
short of the rate of interest currently being 
offered by the banks, however, the victim 
must not be allowed the time to grasp that 
simple fact 

The agents in particular, more often than 
not, were related to ‘mnueiitial people’, more 
often than not, thev were benamdars of in 
fluential people iou take care of influen 
tial people, and influential people would take 
care of you So given the non-pareil benedic 
tion of the Reserve Bank of India, the com 
pany prospered and prospered An addi 
tionai factor contiibuted to its burgeoning 
prosperity Sixty to seventy per cent of the 
policies got lapsed in the very first year of 
enrolment, and the premia collected on their 
account were promptly forfeited Your 
policy-holder is an lilitcrete peasant or an 
innocent adivasi or a badh factory worker 
freshly arrived from a Bihar or Uttar 
Pradesh village; insert in small print a set 
of conditions to be fulfilled within three or 


SIX months if the policy is to stay alive, and 
do not tell your victim about these condi 
tions, hey presto^ your efforts to get tlM 
policy lapsed would be crowned with suc¬ 
cess Moreover, you had 'built in a special 
disincentive for your agents and sub-agents 
so that they teally saw to it that policies did 
lapse at the end of the first year of enrol¬ 
ment, while commission on premium col¬ 
lected from a new policy was 70 per cent in 
the year of enrolment, that for collection of 
premia lor subsequent years for the same 
policy was only 10 per cent Why bother to 
collect the premium when the commission 
was a measly 10 per cent’ Lapses would thus 
soar, forfeitures would mount, there would 
be no dearth of funds to offer fat commis¬ 
sions to agents and sub-agents who, more 
often than not, were related to ‘influential 
people’ The managing director of the com¬ 
pany would emerge as a HnanciaJ wizard, he 
would strut about in the manner of an elder 
statesman, he would fete and be feted by 
ministers, members of parhament, civil ser¬ 
vants, yudges, directors-general of police; in¬ 
come tax commissioners, bank chairmen, 
newspapei editors, etc, etc One paltry con¬ 
dition set by the Reserve Bank of India was 
that the company would maintain at alt 
times not less than 75 per cent of us total 
assets in the form of investment in govern¬ 
ment and other trust securities and fixed 
deposits of scheduled commercial banks 
I his was no strain at ail, for the hundreds 
ot crores of rupees forfeited through lapsa- 
tions were not part of the assets, forfatures 
were all, the fabulous commissions were all, 
the gravy lay where it lay 

Only once a small patch of cloud threaten¬ 
ed to invade an innocuous corner of the sky 
During the Janata Party interregnum, tn 

1978, the Union government passed a legisla¬ 
tion entitled the Prize Chits and Money Cir¬ 
culation (Banning) Act, the enforcement of 
the Act was left to the discretion of the state 
governments Money, finance and banking 
belong to the Union List, ordinarily the state 
governments could not do a thing to regulate 
the affairs of such companies Now the new 
legislation provided them with an opporturo- 
ty Avaihng of’it, one state government 
served notice on the company in August 

1979, the new Act, it was toid, applied to it, 
if must submit plans for winding up its 
business as per provisions of the legislation 
The state government concerned was em¬ 
boldened to take the step it tooki for it had 
chanced to see a confidential report of an 
inteinal team of inspection of the Reserve 
Bank of India, confirming the state govern¬ 
ment's own findings concerning the shady 
nature of the company’s operations 

The company straightaway went to the 
neighbourly High Court and sought an in¬ 
junction against the state government’s 
order The honourable High Court readi(y 
granted the injunction on a muggy day in 
September 1979 Everything had since then 
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proceeded along a leisurely fashion. Along 
with the state government, the Government 
of India and the Reserve Bank of India were 
impugned as interested parties; neither of 
them appeared to be particularly interested; 
affidavits and counter-affidavits were called 
for; but who does not know that the 
judiciary in our country is terribly overwork¬ 
ed, the injunction thus continued for six and 
a half long years. The Janata Partv inter- 
regum too was in the meantime over at the 
Centre. I^rhaps the company’s political con¬ 
nections were revived, perhaps its patrons 
scaled even higher pinnacles of power and 
glory in New Delhi. Irrespective of whether 
the injunction was vacated or not, the 
Government of India could have so amend¬ 
ed the laws of the land as to put a restraint 
on the company’s operations; the Board of 
Directors of the Reserve Bank of India too 
could have, if they had only so chosen, read 
the inspection report submitted to the Bank’s 
Department of Non-Banking Operations 
and acted thereon. This is howev^ the land 
of Buddha the Enlightened; the Government 
of India and the Reserve Bank decided not 
to see any evil, not to hear any evil, not to 
speak any evil. The company’s business has 
expanded twelve to thirteen times since 
September 1979; lapsations of policies and 
forfeitures of premia paid in must have also 
increased according to scale. How does it 
blatter, it is only illiterate adivasis and 
peasants and factory workers and members 
of the lower middle class who got jilted; true, 
they must have lost hundreds and hundreds 
of croKs of rupees thanks to the majesty of 
the High Court’s stay order; so what, look 
at the brighter side of things, the agents and 
sub-agents, and the ‘influential people’ to 
whom they are related, never had it so good; 
you cannot dispute that this too is redistribu¬ 
tion of income—of a sgrt. From time to 
time, Uie state government which had 
originally served the order on the company, 
pleaded with the Union government to 
nationalise the company and make it a unit 
of the Lite Insurance Corporation of India; 
New Delhi did not deign to respond. 

Suddenly, last month, the presses were 
stopped. Perhaps, given the interrelation of 
things, the fact that the ruling party was 
having some intra-mural difficulties is the 
cause of it. Perhaps somebody wanted to 
give somebody else a bloody nose. Perhaps 
signals were transmitted. The honourable 
High Court, which could not, in the course 
of six and a half long years, spare the time 
to deal'with the case, agreed to a hearing; 
wonder of wonders, the advocate represen¬ 
ting the Reserve. Bank of India was the one 
who was the most vociferous in urging for 
the immediate vacation of the injunction, 
and the honourable High Court readily 
agreed. For Thine is Life is For Thine is the 
Kingdom. 

There are of course going to be appeals 
lodged on behalf of the company to the 


Division Bench of the High Court, and 
perhaps subsequently to the Supreme Court. 
Now that the lid is seemingly off, there 
vwuld be allegations and counter-allegations 
on where the culpability for all that has hap¬ 
pened lies, and there would be the standard 
grinding of political axes. The confidential 
inspection report on the company prepared 
by the lower echelons of the Reserve Bank 
of India in 1979 was hawked around in 
newspaper offices during ali these years; few 
newspapers would touch it even with a 
bargepole. Now these newspapers would roar 
like lions. 

It is all part of the theatre of the vulgar. 


How many among the newspapers, their 
bravado of investigative journalism not¬ 
withstanding. would dare to demand an en¬ 
quiry into how that curious order could 
emanate from the Reserve Bank of India in 
1973, the order which is at the root of the 
ruination of hundreds of thousands of poor 
families across the length and breadth of the 
country? How maity among the members ot- 
Parliament, irrespective of their political 
tffflliation, would, you think, be persuaded 
to demand such an enquiry? In this great 
land of ours, where Ihith, on account of our 
insistency shall always prevail, corruption 
is a great leveller. 


COMPANIES 

New Opportunities from Liberalisation 

Hanaavivek 


BRITANNIA INDUSTRIES' diversification 
programme on soya is in progress and the 
' project is expected to be completed by the 
end of the year The new Chairman, 
J M Rajan Pillai, feels that the company will 
need to start almost immediately on expan¬ 
sion plans. He is hapiqr at the liberalisation 
measures announced the Central govern¬ 
ment which, he believes, will be opening up 
new opportunities for companies like Brit¬ 
annia to grow into new allied areas within 
its proven strengths. “The economy is poised 
for growth, and we are geared to move with 
it’’, he says in his statement circulated with 
the annual report. 

The company has fared very well during 
the 17 months ended November 1983. The 
figures are not strictly comparable with the 
previous year which consisted of 12 months, 
but the gains are clearly apparent. Sales have 
advanced from Rs 106.93 crore to Rs 182.13 
crore and gross profit is up from Rs 8.43 
crore to Rs 13 crore, reflecting enhancement 
of profit margins. Net profit has expanded 
from Rs 2.68 crore to Rs 7.12 crore. Total 
dividend has been stepped up from 18 per 
cent to 30 per cent, which is covered 2.70 
times as against 1.70 times previously. 

More than half ot the increase in sales was 
contributed by domestic sales of bakery pro¬ 
ducts, the'rest being accounted for ^ ex¬ 
ports of cashew kernels. Considering the 
highly competitive market conditions in 
which the company operates, this can be 
regarded as most satisfactory. Biscuit pro¬ 
duction was maintained at satisfactory levels 
at all the manufacturing units. With a'ppro- 
priate product mix variations to meet con¬ 
sumer demand, the company registered a 7.8 
per coit volume increasy Bread production, 
however, was tower by 9.1 per cent on 
account of a temporary disturiiance of in¬ 
dustrial relations in Delhi. Exports expanded 


from Rs 11.13 crore to Rs 31.99 crorc, mainly 
due to higher exports of cashew kernels. 

A R Pendry stepped down as Chairman 
with effect from February 27,1983, but con¬ 
tinues as a director R K Lai was appointed 
Executive Vice-Chairman in addition to his 
responsibilities as Managing Director. 

CENTURY SPINNING AND MANUFAC¬ 
TURING COMPANY is exploring pos¬ 
sibilities of further diversification into other 
lines of activities. As yet none of the pro¬ 
posals has been sanctioned. The manage¬ 
ment is also actively examining the pos¬ 
sibility of participating in joint ventures with 
state governments and government-owned 
industrial corporations.. Meanwhile, the 
objects clause of the Memorandum of 
Association is being altered to include 
manufacture and trading in TV tube glass 
shell, electron beams, TV tubes, television 
sets and allied equipment both for black and 
white and colour TV, electronic equipment 
for telecommunication, teletexjt, televideo, 
microwave and fleximilli and power, con¬ 
sumer and process control electronics, com¬ 
puters. peripheral equipments and softwary 
etc. The company may Mice up these busi¬ 
nesses in collaboration with foreign com¬ 
panies or on its own. 

The pulp and paper division of the com¬ 
pany started paper section with one machine 
towards the end of 1984 and a second 
machine was commissioned in September 
last. After teething troubles, production of 
good quality has been achieved. With the 
abdition of import duty on Myon grade 
pulp and inclusion of import of the com¬ 
modity under OGL, prices of raip had gone 
down to uneconomic levels and the qsmpany 
had to close down the plant in March 1985. 
On representation by the rayon grade pulp 
industry, the import of outp hu been 
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brought under restricted category leading to. 
somj increase in demand and prices df 
indigenous rayon grade pulp. The company 
restarted its pulp plant in December last. 

The shipping division is trying to diver¬ 
sify the offshore activities. A proposal to 
acquire two new off-shore mobile jack-up 
drilling rigs from Japan has been submitted 
to the government. The management is 
examining the advisability of acquiring a 
second-hand bulk carrier of about 27,000 
OWT built in Japan in 1977. The company’s 
application for acquisition of a second-hand 
edible oil carrier was cleared by the Ministry 
of Transport and Shipping. Due to further 
dip in the edible oil freight rates and un¬ 
certainty for the immediate future, however, 
it has bMn decided to defer the acquisition 
of the vessel. 

The Manikgarh Cement Division could 
not start mining operations, as the com¬ 
pany's application for the clearance of the 
Central government under the Forest (Con¬ 
servation) Aa is still pending. This clearance 
is now expected soon, after which it will take 
3 to 4 month.s to get limestone from the 
mines for regular production. Meanwhile, 
the plant has been completely erected and 
tested. TVial runs were started and clinker 
produced by procuring limestone from out¬ 
side .sources. 

The textile division performed satisfac- 
Th« Week's Companies 


tmly, although offtake in the home market 
edminued to be sluggish and wages in¬ 
cluding dearness allowance and prices of 
various other inputs were higher. The com¬ 
pany was able to achieve exports of about 
Rs 42 crore despite keen competition and 
recession in the world textile markets. 

The company has turned in impressive 
n^orking results for 1985 with jump in gross 
profit from previous year’s Rs 22.06 crore 
to Rs 47.75 crore following increase in sales 
from Rs 253 crore to Rs 292 crore, reflec¬ 
ting a substantial widening of profit 
margins. Net profit has expanded from 
Rs 8.19 crore to Rs 21.42 crore. The share¬ 
holders has been rewarded with a gift of 
shares on a two-for-three basis besides an 
increase of 4 points in dividend to 28 per 
cent. The distribution is covered 4.79 times 
by earnings as against 2.73 times previously. 

PREMIER CONSTRUCTION COM¬ 
PANY, engaged in investment in shares and 
securities, lea.sing and consultancy, has 
shown satisfactory results for 1985. It earned 
a gross profit of Rs 152 lakh against Rs 149 
lakh in the previous year following increase 
in total income from Rs 264 lakh to Rs 273 
lakh. With depreciation requiring more, net 
profit has slipped from Rs 110 lakh to Rs 105 
lakh. Dividend has been stepped up from 18 
per cent to 20 per cent and is covered 2.46 


times by earnings against 2.86 times pre¬ 
viously. During the year, the company made 
investments in shares and debentures of 
various companies of the value of Rs 22 
lakh. Its total investments amounted to 
Rs 499 lakh, while the market value thereof 
stood at Rs 2,629 lakh. 

The leasing division made steady progress 
and underwrote lease transactions of Rs 95 
lakh against Rs 93 lakh during 1984. The 
division expanded its portfolio of leased 
assets from around Rs 34 lakh to about 
Rs 152 lakh. It also procured lease business 
from companies outside the Walchand 
Group. The division’s activities were financ¬ 
ed by availing loan facilities from banks and 
through internal resources. The lease tran¬ 
sactions underwritten and outstanding at the 
end of 1985 were Rs 78 lakh as compared 
to Rs 99 lakh a year ago. The consultancy 
division generated an income of Rs 32 lakh 
as against Rs 54 lakh during the previous 
year. The drop in earnings is mainly due to 
discontinuance of the operations since last 
year. The subsidiary Vikhroli Metal Fabri¬ 
cator’s factory at Vikhroli, which was under 
lockout, has restarted from January 22 last 
following a settlement arrived at with the 
workers. 

BOOTS COMPANY (INDIAN holding 
company Boots Company of the UK, has 
voluntarily decided to dilute its shareholding 

(Rs Lakh) 


Britannia Ind Century Premier Construction Boots Company 

Latest Year Last Year Latest Year Last Year Latest Year Last Year Latest Year Last Yiear 




30-11-85* 

30-6-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

Paid-up Capital 


884 

884 

1597 

1597 

287 

287 

362 

362 

Reserves 


1462 

1015 

20872 

20554 

326 

270 

526 

332 

Borrowings 


209 

227 

13638 

12620 

305 

143 

465 

390 

0 / which Term borrowings 


34 

34 

6170 

5768 

— 

— 

202 

202 

Gross fixed assets 


1868 

1812 

42820 

32221 

200 

84 

1168 

986 

Net fixed assets 


1109 

793 

33644 

32519 

146 

57 

567 

489 

Investments 


442 

143 

284 

284 

499 

490 

9 

8 

Current liabilities 


2220 

1813 

10479 

9695 

336 

331 

645 

569 

Current assets 


3224 

3004 

12658 

11664 

609 

484 

1418 

1150 

Stocks 


786 

617 

5561 

4081 

2 

3 

1046 

852 

Book debts 


228 

214 

2340 

1862 

221 

189 

86 

86 

Net sales 


18213 

10693 

29176 

25251 

273 

264 

3631 

3171 

Other income 


249 

159 

1106 

10.58 

37 

39 

114 

120 

Raw material costs 


9518 

5565 

6497 

6766 

25 

31 

1575 

1357 

t8hges 


1997 

1235 

5158 

4634 

41 

37 

712 

648 

Interest 


5 

4 

1019 

960 

39 

27 

51 

54 

Gross profit (+)/loss {-) 


1500 

845 

4775 

2206 

152 

149 

725 

630 

Depreciation provision 


147 

123 

2433 

1387 

30 

9 

118 

128 

Ikx provision 


641 

454 

200 

._ 

17 

30 

347 

360 

Net profit (-i-)/loss (-) 


712 

268 

2142 

819 

105 

110 

260 

142 

Investment allowance reserve 


IS 

9 

700 

300 

14 

3 

22 

30 

Tkantler to reserves 

Dividend 


432 

100 

995 

136 

46 

66 

144 

90 

Amount 

P 

2 

2 

— 

— 

4 

4 

— 

— 


E 

263 

157 

447 

383 

41 

37 

94 

72 

Rate (per cent) 

P 

8 

8 

— 

— 

6.25 & 4.506.25 & 4.50 

— 

— 


E 

30 

18 

28 

24 

20 

18 

26 

20 

Cover (times) 

Ratios (per cent) 


2.70 

1.70 

4.79 

2.13 

2.46 

2.86 

2.76 

1.97 

Qrou profit/sales 


8.23 

7.90 

16J6 

8.73 

55.67 

56.44 

19.97 

19.86 

1^ profit/capitai employed 


30.35 

14.11 

15.85 

6.50 

17.12 

19.75 

29.28 

20.46 

Inventories/sales 


4.31 

5.77 

19.06 

16.16 

0.73 

1.14 

28.80 

26.86 

Wsgo/iales 


10.96 

11.53 

17.67 

17.95 

15.01 

14.02 

19.61 

20.43 
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to 40 per cent This is intended to be imple* 
mented in two stages As the extraordinary 
general meeting of the company held on 
November I. 1985, it was decided to issue 
4.27,280 new equity shares as ‘rights’ to the 
equity shoreholders of the company, other 
than the UK company, at a premium of 
Rs 43 pel share, or such premium as may 
be approved by the Controller of Capital 
Issues and RBI Now the UK company has 
decided to offer 7 lakh equity shares in the 
company out ot its shareholding to the 
equity shareholders as ‘rights' at a premium 
of Rs 45 per share, or such premium as may 
be approved b) RBI Meanwhile, the com¬ 
pany has been successful in having its letters 
ot intent converted into industrial licences 
for the manufacture ot two basic drugs. 
Dothiepin Hydrochloride and I lurbiprofen 
and their tormulations upto capacities of 10 
tonnes and 7 tonnes per annum respectively 
7 he project work lor implementation of 
these licences is proceeding satisfactorily 
I he company has turned in good results 
for 1985 with higher sales and profits Gross 
profit has increased to Rs 7 25 crore from 
previous year’s Rs 6 30 crore following rise 
in sales from Rs 31 71 crore to Rs 36 31 crore 
These figures also show a small increase in 
profit margins Export sales declined from 
Rs I 9K croie to Rs 1 71 crore, primarily on 
account of lower offtake by USSR Net 
prolil ts Rs 2 60 crore (Rs 142 crore) 
Dividend stepped up by 6 points to 26 per 
cent IS covtied 2 76 times by earnings as 
against I 97 times prcviosuly D M Ciavaskar, 
Sccrctaiv and Director of Finance was 
appointed as an additional diiector ot the 
company 


In the Capital Market 


Tiaim|>»rt t orpiiration of India (TCI), a 
profit making company already listed in 
major stock exchanges in India, will enter 
the capital market with an issue of 4 lakh 
15 per cent secured debentures of Rs 100 
each linked to an olfer tor sale of Rs 10 lakh 
equity shares of Rs 10 each at an issue price 
of Rs 1^ per share Out of this, 2 5 lakh 
shares and I lakh debentures have been 
reversed tor preferential allotment to Non- 
Resident Indians on non repatriation basis 
and alter reserving shares and debentures for 
employees and associates, 6 8 lakh shaits 
and 2 72 lakh debentures are being offered 
to the Indian public The issue and offer is 
on a linked basis The subscription list for 
the Indian public will open on April 24 and 
foi the NRls on April 19 The proceeds of 
the debenture issue would be utilised for the 
company's ongoing modernisation and ex 
pension programmes TCI is the largest road 
transport goods carrier in India In con¬ 
junction with Its associate company, ABC 
India, It operates 1,360 trucks per day and 
has a country w ide network of 760 exclusive 
offices and moves annually about 2 million 
tonnes ot cargo covering 1,215 million 
kilometres Besides it has a manufaauring 
division engaged in the manufacture of high 


carbon wire rods with a capacity of 95,000 
tonnes per annuan and texule division 
manufactunng polyester viscose yarn with 
an installed capacity of 17,024 spindles. TCI 
IS planning to import 2 ships of approxi¬ 
mately 300 ORT each to operate coastal 
shipping service between Madras and Port 
Blair In collaboration with ABC India, the 
company is soon importing a mammoth 24 
axle tractor trailer combination, capable of 
carrying single piece cargo of any dimension 
upto 500 tonnes It is also introducii^ a new 
concept in liquid transportation through col¬ 
lapsible containers which it is importing 
from Dunlop, UK Expansion programme 
for the deying plant and addition of spind- 
lage in the textile division is also underway 
The company has an impressiw track record 
with gross revenue rising from Rs 63 93 crore 
in 1982-83 to Rs 83 59 crore in the year 
ended June 1985 and profit before tax from 
Rs 1 74 crore to Rs 3 07 crore in the same 
period The company paid a dividend of 15 
per cent for 1984 85 In the past II years 
TCI has paid dividends for 10 years and has 
made three bonus issues of equity shares 
The equity shares of the company are 
presently quoted at around Rs 46 in the 
market According to S N Agarwal, Chair 
man. the company expects to at least main¬ 
tain dividend at 15 per cent for the current 
year The public issue is jointly managed by 
CirCO, Canara Bank and Bank of India 
Grindlays Bank is Advisor to the Issue 


Rishi I'acken has set up a project at 
Daman in the Union Tfcrritory of Goa, 
Daman and Oiu to manufacture annually 
600 metric tonnes of woven HDPE fabric 
The company has recently commenced com¬ 
mercial production The company is now 
setting up a project at the same location to 
manufacture 30 million multi wall bags 
using HDPE fabric as the raw material Pro¬ 


duction IS expected to commence within 
three months The total cost of the project 
IS Rs 110 lakh and the company will make 
a public issue of Rs 60 lakh on April 28, 
1986 to finance a part of the cost of this 
project The multi-v^l bags are made of two 
layers, one of PP woven fabric and the other 
of kraft paper The two are spot laminated. 
Multi-wall bags are new to India although 
these are used very extensively as a packing 
medium abroad Only one umt has so far 
started the manufacture of these bags and 
a couple of other projecu are in the pipeline 
The cement industry is expected to be the 
largest consumer of these bags This in¬ 
dustry’s requirement, wHich is presently 660 
million bags, will go up to 1,000 million bags 
by the end of the Seventh Plan The com¬ 
pany IS aiming at only 3 per cent of this 
market potential ,At present, cement is being 
packed mostly in jute bags Because of the 
porous nature of these bags, the consumers 
do not get full quantity of packed cement 
The company is importing a highly sophisti¬ 
cated bag making machine to make these 
bags The trial runs on the machine have 
proved highly successful and encouraging 
The company has also plans to take up the 
manufacture of 4 6 ply paper sacks to pack 
milk powder, plastic resins, carbon biack and 
petrochemicals like caprolactum and DMT 
No additional capital expenditure is envi¬ 
saged for manufactunng 4 6 ply paper sacks 
According to Harshad B Patel, Managing 
Director, the company has projected a 
turnover ot Rs 5 crore in the first full year, 
which will rise progressively to Rs 15 crore 
iiLthe third year The company is confident 
that It can declare reasonable dividend in the 
first full year of operations The company 
will enjoy category *A’ backward area 
benefits and 80CC benefits will be available 
to investors The public issue is managed by 
Canara Bank Enam Financial Consultants 
IS Advisor to the Issue 
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PERSPECTIVES 


Comii^ Tragedy of the Commons 

Vutdana Shiva 


FIVE million liectare& of recovery of the 
commoiu in Incha each year could mean the 
end of rural poverty and a reversal of 
ecological^trends of a collapse of critical life- 
support-dystems of soil, water and vegeta> 
non.'Yet the Wasteland Development Pro¬ 
gramme IS not a recovery of the commons 
protect. It IS a privatisation of the commons 
project which threatens to accentuate rural 
pmeny and increase ecological instability, 
because in one fell swoop it will rob the poor 
of their remaining common resources, the 
only survival base to which they have access 
The usurpation of the commons which 
began with the British will reach its final 
bmit with the Wasteland Development Pro¬ 
gramme Chattarpati Singh of the Law In¬ 
stitute argues. *Tt is evident that till the end 
of the last century and m all historical 
penods before that at least 80 per cent of 
India's natural resources were common pro¬ 
perty, with only 20 per cent being privately 
utilised This extensive common proper¬ 
ly has provided the resource base for a non¬ 
cash, non market economy A whole range 
of necessary resources has been freely 
available to the people Thus commonly 
available wood, shrubs, and cowdung has 
been utilised for cooking and heating, mud, 
bamboo and palm leaves for housing, wild 
grass and shrubs as animal fodder, and a 
variety of fruits and vegetables as food” 
These free commons have been the survival 
base for rural India With reservation of 
forests, the Hrst step in the privatisation of 
commons took place a century ago Today, 
the next and final step in the disappearance 
of the commons is taking place as 
‘Wuteland Development’ 

The Privatisation of the Commons 
through ‘Whsieland Development’ is not an 
aberration but an outcome of development 
doimnance of agencies like the l^brld Bank. 

Thg World Bank wrote a National 
Forestry Project for India in 1984, a si^fi- 
cant component of which was the’privatisa¬ 
tion of wastdands’. It seems that what the 
World Bank instructs, the Indian State ex- 
eeutei In 198S we were gifted the Wuteland 
Board with the laudidiie objectives of bring- 
inp 8 mn ha of wasteland annudly under 
tree cover. Ecologically wasted common 
lands being brought under ecologically ap- 
pn^eiate tree cover wltii sociaBy appropriate 
community comrol could help rebuild the 
peoples eesouice batn and their control over 
the commons. Vkt the Wisteland Board 
schemes are maiidy schemes to privatise the 
coptmw by taldim rlghm and coittitd w 
tlm ccHeimnnl^ at c wholes aiutgiviat 
cdagNt Aank. 

nnd f IMd pe<^ Thit riMMry of 
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(a) the confusion between wastelands as 
'commons’ and ’wastelands’ as 
ecologically degraded lands, private or 
common; and 

(b) the confusion between plantations and 
forests. 

In afforestation of wastelands risks arise 
both from what is undentood as wastelands 
and what^s understood as afforestation. 
Ecologically, wastelands are lands which 
have lost their biological productivity This 
process of productive lands turning un¬ 
productive IS also called desenification It 
IS this meaning that is invoked to undertake 
a massive afforestation programme 
However, a second meaning is invoked to ad 
minister the programme-and usurp the 
commons—and this meaning has nothing to 
do with whether or not the land is current¬ 
ly unproductive in the ecological sense 

Colonial Hfritage commons 
AS ‘Wasteland’ 

‘Wastelands’ as a land-use category is, like 
much else a part of our colonial hentage— 
loaded with the perversions of colonial rule 
where meaning was defined by the interest 
of the rulers, not from the interest of the 
people or nature The colonial concept of 
wastelands was not an assessment of the 
biological productivity of land but of its 
revenue generating capadty. ‘Wuteland’ was 
land that did not pay any revenue because 
It was uncultivated Under such wastelands 
were the forested districts of Chitugong, 
Darjeeling, Jalpaigun, Chota Nagpur and 
Assam—and the vast trail of forest land 
towards the mouth and delta of the Hooghly 
and other nven, known as Sundasbans. 
These lands were taken by the British govern¬ 
ment and leased to cultivators to turn them 
into revenue generating lands. In the 
Gangeuc plains, ‘wastdands’ were allotted 
to villages, but in the heavily forested region 
of Dehra Dun, Mirapur, etc, the forest 
tracu were retained as 'government wastd. 
In Punjab 200 per cent of the cultivated area 
of a vdiage was given as village waste. These 
lands were kept partly as forest and grazing 
lands, and partly for the extension of cultiva¬ 
tion. In 1801, under the vice-royalty of Lord 
Canmng, the wasteland rules wein, for¬ 
mulated to admittisrer these non-revenue 
generating, tait often biolodcally productive 
lands. As Badtn-Powdl records, “the value 
of state forests—to be made out of the best 
and most useAiUy situated wooded and 
grasslands—waa not even recognised, and 
the occupation of tiw Svastef by capitalisu 
and sentefs was alone dhtciuscd”. 

tUch forests wtm also considered 'waste' 
ill dm eariy colonial period. Uofit scale 
dlMTietiw of jite prittirod fotestt of Doon 
for land grante fo Britishett it one ex¬ 


ample of how an administrative category of 
'waste' actually created an ecological 
category of ‘wasted. What was not econo* 
mic^ly of value to the British was declared 
value-less (waste) in spite of high ecological 
value and high value in local use. 

Large-scale clearfeUing of forms for 
agricultural land-use was a typical colonial 
view of turning ‘wasted into wealth, created 
by the colonial view of agricultural surplus 
as an important source of revenue As the 
eighth settlement report of Doon Viriley ad¬ 
mitted, “Perhaps no mistake was more com¬ 
mon in the early days of British rule thu 
to suppose that the extension of the cultiva¬ 
tion wherever culturable land could be 
found, and the clearing of forest and jun^ 
to extend cultivation, must necessanly 
benefit the country and the government and 
should be pushed as much as possible!’ 

It was not until later in the mnteeenth cen¬ 
tury that the value of forests was realised. 
Ecological considerations were not, however, 
the central objectives of the reservation of 
forests through the notification of the Forest 
Act of 1878 It was the revenue generating 
capacity of forests which led to their reser¬ 
vation, and protection was defined as the ex¬ 
clusion of villagers' access to foraits as a 
common resource “Forests in themselves 
constituted a property of great vitiue and 
might be made to yield an annual revenue 
equally with cultivation” The shift in the col¬ 
onial perspective of seeing forests as ‘wealth’ 
and not waste that stopp^ theu conversion 
to cultivation, also led to their conversion 
from a commons for local use, under local 
commumty control, to a commodity for 
commercial use under bureaucratic control. 
This robbery of the commons was senous- 
ly resisted through ‘Forest Satyagrahai* 
throughout the country. 

A second robbery of the commons is now 
under way as ‘wastdimds development', 
which IS a polite label for a scheme for the 
privatisation of the commons. The hut 
resource of the poor for fodder and fuel is 
to disappear through privatisation. As usual, 
in every scheme that worsens the posititm 
of the poor, nls the poor who aw invoked 
as beneficiaries Some token leases to landless 
people are aimed at covering up the robbery 
of the common resources of the majority of 
the poor and landless. 

Sa\ INC THE Son , PROrECTINO 
THE CtJMMONS 

A case of such a robbery of the commons 
as wastelands development has already been 
experienced in Karn^ka. Village commons 
in Shimoga and Chikkaraagalur area are be¬ 
ing uken away from the people for 
‘wasteland’ devdopment These village com¬ 
mons are C -f O clan lands for utilisation 
for fitifllllng the basic needs of villagers. 
‘Wutdands’ are thdr common wealth, sup¬ 
porting their agricultural ecology. Attempu 
to change the V^getational end land use 
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6hanctcnuicf of these viltege commons ire 
r in their perception attempts to rob their land 
. And ilsbiologica] wealth. Hiete is a proposal 
for transferring all these village commons 
within a radius of 100 kms of Harihar 
.Polyfibre utilising about 43,000 acres of 
commons for growiiig Eucalyptus and sell* 
log it to Harihar Polyfibres. The commons 
. ate to be leased individually to a few landless 
beneficiaries. 

The people in the affected tallages have 
protested by uprooting newly planted 
Eucalyptus seedlings from these ‘wastelands’ 
in large numbers. Some of the ‘wastelands' 
arc in fact under natural evetgreen or 
: semigreen forests. Average tree population 
/ has been found to be 50400 per acre of 
deverse tree species. The cultivation of 
, Eucalyptus in the village commons con- 
' sitting of these *C’ and ‘D* class land is seen 
by the people as a programme for the crea¬ 
tion of wastelands, not a programme for 
: their development. The conversion of 
' ecologically productive village commons to 
. feedstocks for the wood fiber industry is in 
i direct conflict with the basic biomass needs 
of the local villages. The diversion of these 
ir. village commons to industrial plantations 
\ through a project for ‘Wasteland Develop¬ 
ment’ has generated a major popular 
resisunce movement for the protection of 
the commons called 'Mannu Rakshana 
k Koota' or 'Movement for Saving the Soil*. 

!. The government, however, seems determin¬ 
ed to take over the commons from the peo- 
.. pie to manage them commercially under 
wasteland development throughout the 
country. The poor people’s needs and the 
need for ecological stability are to be 
' sacrificed in this ultimate privatisation of the 
.. commons. 

Tree Pattas: privatising Commons 

The national programmes for privatising 
the commons is the ‘Tree Patta’ scheme of 
breaking up the commons and leasing them 
out 10 individuals or groups of some in- 
- dividuals for tree planting. The Kheme will 
have far reaching ecological impact, largely 
detrimental to the poorest who have sustain¬ 
ed tbeimelves on the commons. The «>m- 
' mons is a shared resource to which off in the 
local community have access. Privatisation 
amounts to dosing access of a large number, 

' and giving it exclusively to some members 
of the conununity. On paper, preference will 
be given to landless people In practice^ we 
know how benendaries are identified in the 
absence of community check and control. 
'The. World Bank National Social Forestry 
admits that such schemes could at most 
benefit 10 per cent of the liuidlem and 
marginal farmers and stag's silent about the 
90 per cent who no longer have a commons 
to survive on. 

The plapting wfll be funded by NABARO 
loans. Since suchloans must be paid tilk, 
the lessee will be forced to idant coinmeidal- 


ly, and to harvest at short rotations. This has 
dready been the trend of the Dee foitta 
Scheme in West Bengal’s Wsrid Bank fund¬ 
ed project of privatising the commons. The 
economics of the markd, will, as always, ex¬ 
clude those who have no purchasing power, 
and whose zero cost biomass sources in the 
commons have been usurped to create a 
commodity. The economy of the commons 
does not need purchasing power, the 
economy of the market does. Local needs 
will therefore be less satisfied through tree 
pattas than through commons. Further, 
since loans must be paid back, and since the 
banks which give the loans will be design¬ 
ing the afforesution package, permanent 
and sustainable forestry will not be the out¬ 
come Short-unn commercial wood produc¬ 
tion which mines soil nutrients and moisture 
will leave land barren in Qie long run. The 
market, and not the needs of local people 
or local ecosystems will determine the plan¬ 
ting pattern. As the Repon of .foe group con¬ 
stituted to evolve guidelines of tree pattas 
states; "NABARD/Banks ^nd the im¬ 
plementing agencies could consider prepar¬ 
ing some model schemes for adaption in dif¬ 
ferent areas so that technical feasibility and 
economic viability are given due considera¬ 
tion!' There is no reference to ecological 
viability or issue of entitlements and rights 


of those for whom Uic pancbayatatiw uiiii 
munity lands were a free common resource. 

have enough evidehce that whenever this 
happens, poor people are further deprived 
and ecosystems get further degraded. The 
Eucalyptisation phenomenon has shown 
bow the poor luid jnature can be hurt 
simuluneously with inappropriate tree 
planting. 

Hie Wssteland Development Progrunme 
as it Stands today is merely a plan to destroy 
the commons for the rule of the market. 
And with the commons vrill be destneved the 
survival base for those who depend on them 
for their subsistence needs There is, of course, 
the ^pular Triage thesis that the poor have 
no right to survival. So far only Americans 
like the Paddocks and Garett Hardin seemed 
to subscribe to it. Now our own government 
inspired by the World Bank and its S 900 
million offer for afforestation has adopted 
it in its policy for the usurpation of the com¬ 
mons, under the Wasteland Development 
Programme. This usurpation unveils the 
coming tragedy of the commons. The ‘Forest 
Satyagrahas’ of the 1930s recovered forest 
rights to people. Similar movements for the 
recovery of the commons are the only hope 
for the survival of the poorest and the pro¬ 
tection of their life support systems. 
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Making Amends to IVade and Industry 

BM 


WELL bpfore the Fiiuince Bill has been 
presented for consideration by Parliament, 
Union Finance Minister. V P Singh, has 
chosen to put forward wlwt may be termed 
as revised Budget proposals for 1986-8? But 
he has not given aity estimate of the revenue 
implications of the revision of the original 
proposals. Considering, however, the wide- 
ranging concessioqs and exemptions in excise 
and customs dirties as aeli as the deduction 
of income from ipter-corporate dividends 
that he has announced, the loss of revenue 
is bound to be sizable. This means that the 
budgetary deficit, espeaaily that on revenue 
account, will swell Will the deficit be stiU 
manageable jsnd safe as he had claimed it 
to be when he had presented his budget 
would thus be even more strongly open to 
question. 

That there should be revisions and adjust¬ 
ments in the budget proposals when the 
Finance Bill finally comes before Parliament 
IS not something novel There is always a 
cushion which is adv isedly kept in the budget 
proposals to lAcorporate in the Finance Bill 
necessary alterations in ordej[ to remove 
anomalies and lacunae which may be 
noticed after the presentation of the budget. 
This year, however, the exercise for the 
removal of anomalies and lacunae is turn¬ 


ing out to be of much wider dimensions than 
1 $ ordinarily the casa This has been lauded 
by V P Singh as the special feature of his 
experiment with open budgeting which, ac¬ 
cording to him, helps to arrive at a consen¬ 
sus with those who are effected by the 
budget proposals through across the table 
discussions with thetr representatives. 

It is remarkable; however, that m this what 
IS claimed to be a ‘bold* exercise in open 
budgeting. V P Singh has engaged himself 
exclusively with the problems of industry 
and trade—as these problems are pqceived 
by the lepresenutives of trade and industry. 
This must east a shadow on the self- 
proclaimed heroic effort of the Finance 
Minister to impan an anti-poverty and 
developmental thrust to his budget by 
making the rich pay for the needs of 
development and the poor. Both the Prime 
Miiilster and the Finance Minisfor appear 
toon to have realised that they had to,do 
something smartly and coirdncingly to 
mcriUifydie sendmenu and accommodate the 
dma^ of trade and inrfottry wMch were 
njeirfog n ealmdated dkplay of their dis- 
tadsffMoaviM dialmdict It leerpaiohivt 


been made clear hy th« lepmseittativet of 
trade and iaduitry that for 
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pectatloM «fikh ImmI been so ta 
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the thrust of economic policy and manage¬ 
ment in favour of widening opportunities for 
private business enterprise and enlarging 
fiscal incentives for the purpose hadweakoi- 
ed in the second budgm of Rajiv Gandhi’s 
government. They have also argued that the 
budget proposals would not help them to 
mobilise adequate resources to undertake in¬ 
vestment on Che scale stipulated in the 
Seventh Plan. This had raised doubu in 
trade aqd .industry about the commitment 
of the government to the policy of economic 
liberalisation. 

It appears that this crincism of the 
budget, voiced openly or pnvateiy tqc the 
representatives of trade and industry, went 
home and the budget proposals have been 
suitably revised and snU more revisions may 
take place It must not escape attention in 
this context that the Prime Minister as well 
as the Finance Minister thought it worth 
their while this year, unlike last year, to pre¬ 
sent themselves on the FICCI platform in 
an attempt to forge a close rapport with the 
main body of trade and industry in the 
country. Both had chosen to stay away from 
the FICCI session last year. Their indif¬ 
ference was then attribute to the facuonal 
tussle within FICCI. The factional strife in 
FICCI has been even more acute at its ses¬ 
sion this year. But this has not been reason 
enough to dissuade the Prime Minister and 
the Finance Minister from going on the 
FICCI platform to give assurances of their 
concern for the sentiments and demands of 
private trade and industry. It would appear 
that this was not considered necessary last 
year as they were probaMy convinced that 
the Union budget for that year had done so 
well by private trade and industry and had 
been so warmly and unreservedly applauded 
^ their spokesmen that the Prime Mim'ster 
and the Finance Minister had nothing mote 
to offier at the FICCI session and they did 
not have to uke the trouble of formidly ad¬ 
dressing the FICCI session. The position in 
this respect hag not been the same this year. 

The FICCI annual sessions are advisedly 
timed for the interval between the presenu- 
tion of the budget and the introduction of 
the Finance Bill in Parliament. This Offers 
an opportunity for a review of die budget 
{Hoposals in response to lobbying by the 
leaden of FIC^ gad other captains of trade 
and industry. The FICCI session this year 
has serugd Its purpose emremely well. The 
Saance Miniittr who addressed the session 
gave dear alsuranjpes which have sub¬ 
sequently been carriM out in the revision of 
proposab which the Finance 

‘ *IUia ^wppncad in puiiament. 
L Iwitlillb-difbilied.tmder itt ausp^ 
days hftfol»itaBin|l*l annual laiaion 


an all-India convention of businessmen, 
which the Prime Minister himsdf addressed.' 
Both the Prime Minister and the Finance 
Minista were pleasantly forthcoming from 
the FICCI platform. This and the revinons 
in the budget which have been subsequently 
announced would appear to have set at rest 
any misgivings that private trade and 
industry might have entertained about the 
orientation of the government’s economic 
and fiscal policies and management of the 
economy. 

Penal action against tax evasion, in par¬ 
ticular. had given rise to misgivings and 
apprehensions in the business community' 
about the government’s intentions towanfo 
It. These were strengthened by the incprponl'' 
tion as part of the budget proposals a OeW 
provision in the Income Ihx Act for arming 
the tax administration with additiontd 
powers of search and seizure. The govern¬ 
ment leadership has since had inxioas 
second thoughts on the question of tgkioi 
stringent penal and administrative action for 
tax compliance and collection. Fenal action 
was till recently regarded in officied quorten 
as a valuable counterpoint to cuts in Ux.* 
rates. Hence the loud claims that ‘reason¬ 
able’ tax rates combined with strict and 
etficient tax administration had resulted in 
improving tax collection and compliancg 
But official policy has now been adjusted 
and refined not only to the criteria d 
‘reasonable’ tax rates but also 'reasonabl 
tax administration. The Prime Minister 
assured the businessmen’s convention under 
FICCI’s ausfHces that the government would 
haw a continuing and cotistrucuw dialogue 
with the business community to make the 
‘new taxation system’ work. The Finance 
Minister has announced that the government 
would soon come out with a consolidated 
code on direct taxes and ‘ground rules' for 
seizures and raids would be laid down. 

Remarkable in this context is the accep¬ 
tance by the gowmment of the proposition 
that the business commumty should be given 
reasonable and adequate time to *oome 
clean* about tax compliance; It has been 
admitted by the Union Finance Minister 
with disarming frankness that this tactic hal 
helped in impoving collection of direct taxes 
after the stc^ cuts in the tax rates last year. 
A similar dispensation is now proposed for 
the collection of iiuitrect taxes. The difficulty 
in (his case; howevdr, wilLbe that the Finance 
Minister has not found a wgy to make 
dramatic cuu in indirect taxes on account 
of revenue considerations as he had done 
earlier in the case of direct taxes. Bui 
Modvat by iu veiy natore iiil give manufac¬ 
turers enlarged scope for’Wreasing pro-, 
fiuibility andi^e gov!arnnM9H||U promised 
to remove wnmver anonigUcMid problenw 
arise In its ^pianenution. 

The positm that has thi^ emer^ is that 
it is going business as usuu between 
«tax-paym ait^-tai-coHeciors except for 
” foct?hatlM rates, espedaUy on incomes 
id wealth, 'would bg 'reasonable^. Tjlie 



^|ieun4 rules'^ fl^ds ait4 waifB and code 
'flor tuc-piycn would «|>peur to have ()««n 
Cconceived on the principle of a continuint 
P'Soluntary diKlosures* Kheme which in the 
past WHS regarded as a time-bound ad hoc 
tneasure. The business tycoons should be 
fully satisned by such a dispensation. The 
fbvernment'business relationship had 
, dramatically improved and strengthened in 
the wake of the economic liberalisation 
. policy and the fiscal measures introduced in 
' last year's budget. There was some strain and 
' friction in the relationship for a brief while 
. when perceptions of the two sides about the 
implications of and obligations under the 


Diew economic and 

somewhat. The probim wouM appear to 
have been now sorted out and the business- 
governmmt relationship is moving in the 
desired direction under the poligr of market- 
oriented economic liberahsation. Those who 
ruefully noted after the presentation of the 
budget this year a ftJl in share prices and 
'complete demoralisation' in the stock 
markets which had been earlier booming 
were, it now turns out, unduly alarmed by 
the populist gestures of the government, 
They have now everyraaton to rejoice and 
look forward to high profits and good 
business. 


British bucket may haye'im^ jiie 
thent of India's eaercise in moping 
Rs 540 cibte by raising pettpl. diesel and 
LPG {Uiccs less ugly. fear however, is 
that idl the itasbns put forward to justify 
the move fly in the face of received economic . 
wisdom in the Indian context. The prime 
alibi in this case was the rise in demand of 
these products at a pace much faster than 
has been stipulated for the Seventh Plan 
period. Until 1990 the government had 
prepared itself to cope up with a 6.4 per cent 
annual growth in deiwd for petn^um pro¬ 
ducts. The estimates until December 1985 


\ ENERGY POLICY 

Bizarre Logic 

Satiah Jfha 


^THE government could not have done bet¬ 
ter to prove that its energy policy was 
working at cross-purposes. By raising coal 
and petroleum product prices it also con¬ 
firm^ that the Seventh Plan document had 
little relevance in guiding its actions. And 
once again it underlined that regardless of 
*the new rhetoric of long-term policies its ac¬ 
tions could be understood only in terms of 
firefighting. Moreover, few believe that the 
recent energy price hilofs would let the 
government achieve even its short-term 
' objectives—be they to make the Coal India 
, accounts books look better (even after doing 
“ - away with its finance director), curbing oil 
imports and consumption or filling govern¬ 
ment coffers. 

' The recent announcement by the Steel 
' Minister, K C Pant, that ijie coal price hike 
had put an extra burden of Rs 191 crore 
annual on the Steel Authority of India Ud, 
should be seen in this context. Soon after 
the coal prices were raised he was at pains 
- to make himself understood that the SAIL 
plants would do their best to absorb the new 
burden. Wbeks later he was conflding to this 
A. correspondent that actually the costs had 
risen and by much more than was initially 
estimated. And days later he was taking 
parliament into confidence about the rise in 
steel cost. Seen alongwith the accumulatiug 
losses of SAIL, its energy inefficiency and 
. the Prime Minister's suted intent of cutting 
;. cotu wherever possible and in any case not 
passing the burden of inefficiency of a state 
. - enterprise to the consumers only, underline 
that there is little by way of an energy pridiig 
. pdicy. 


been fixed at Rs 7,4(X) crore, and the coal 
industry is unable to meet even its revenue 
expenditure. This cannot be explained away 
by the rising labour cost either. True, on the 
coal industry books the average coal worker 
looks many times happier than what be was 
in the early seventies as also relative to most 
other sectors in the economy. But the coal 
industry is nothing if not the conduit to line 
the pocket of what has come to be known 
as the coal mafia. 

Things could have looked different if the 
investmenu made in.the post nationalisadon 
phase had led to accompanying rise in pro¬ 
ductivity. The output per shift in the coal 
sector is just about the lowest any where. It 
has been admitted in the Seventh Plan docu¬ 
ment that there is a “lack of proper trtanage- 
ment approach in praduaion, movement, 
consumption and stocks'*. That it has been 
going on for much too long—despite increas¬ 
ing coUaboratipn'agreements with the coun¬ 
tries using advanced technologies-and has 
substantially raised the cost of the whdl6 
economy is hardly appreciated as is clear by 
government’s desire to raise the prices with 
abandon rather thari set things ri^t. In fact, 
it has been admitted in the plan document 
that roughly half the projects already sanc¬ 
tioned were found to be delayed by one to 
five years. 

Considering that most of the coal con¬ 
sumption is in the state lector (only cement, 
fertilisers, captive power and brick-making 
being the major industries where the private 
sector is dominant and consumes about a 
quarter of total coal demand), ta is hound 
to affect the cost structure of these units. 


were pointing towards more than eight per 
cent increase, however. That was not reidty 
wide of the market, in a way. More so, con¬ 
sidering that the power situation seem^ less 
ugly due to rising captive generation in all 
the consuming sectors. There is evidence that 
captive generation is used more efficiently 
than power from utilities and to that extent 
it may be reasonable to assume that the 
scope for improving efficiency in this sec¬ 
tor is somewhat limited. 

Besides, the fact that the government had 
to retrace its step and reduce the hike to net 
excess revenue to the tunc of Rs 540 crore 
from the initial move that may have put 
nearly Rs 900 crore in the government cof¬ 
fers, the assumption of achieving any of its 
aims by dearer oil policy is questionable to 
say the least. To begin with, the experience 
after the two oil shocks is an evidence that 
demand for petrogoods is not really price 
elastic. While after the flrst oil shock the 
petrogoods consumption fell marginally, in 
the posi-1980 phase it has only looked up. 
The growth argument may explain only a 
small pan of this rising trend in oil con¬ 
sumption. Much of it is due to the existing 
tax structure and that of oil consumption. 
Almost the entire organised sector passes on 
the rising oil bill to the economy in general 
either by availing of tax breaks in expense 
accounts or by directly making it a pan of 
its costs. It has been claimed by the govern¬ 
ment that only five per cent of the entire 
petrogoods demand equates from the sute 
sector. But critical to undemanding th^ im¬ 
pact of raising oil prices on its demand is 
the proportion of those who cannot pass the 
bur^ of higher prices on to the others. 
However, advisors in the depanment of 
petroleum are insensitive to its impact being 
reflected in prices. That, according to the 
current thinking in Siashtri Bhawin is a 
good thing. But will it have any impact on 
reducing the demand for petrogoods? Even 


At least in the coal sector the experience, 
;iir the past decade and a half shows that the 
' coal prices have been leaping way ahead of 
' the consumer prices—rising over six times 
against about three and a half times increase 
; in the bffu^ wholesale prt^ index. This. 

' when the vu of the industry has nearly 
doubled, bdlions have been su|ft ihiring this 
period and the quality of eo^ has detoior- 
ated. )fet the estimated Idines of Rs 400crore 
for the nakt financial yaaf point towaxdyot 
'that has lOLfn. The 1986 price biluiviU 
vtenerats exufr revenue of Rs 200 croid Im- 
;n^ly but tlie. Seventh Ptkn outlays have 


What is worse; as in the case of steel most 
of the public sector units are going to show 
a disproportionately iaflie impact of these 
prices on their costs. In the case of the steel 
sector gtting by their share in coal cmisump- 
tion.theiiicreaiedprieesshouldnoihavem- 
fseted them by more than a fiftii of tbetotal 
rcattsationof thecoalhiidustry. Bof in 'lict ' 
SAIL hat daimed as much tBe tn hi 

cost at the total fnereaae in the rfseniM ef, 
theoiMti indttstiy;Tlito'is.tni*«r thepsivaie 
lecim ns wiiB.whpe tte leBaiai^ toigl^ 
the cost doe to aiqf --g p ri i ar nm enf'jaa^, B. 
qqually stfong. 


the hike cfCKtcd a year ago should have b^ 
proof enough-that it would not. Apd con¬ 
sidering that even after increased prices the 
consumption grew by more thu the ck- 
pccted rate should have convinced the oil 
planners that ft snrdy would not reduce 
consumption.. 

In the Seventh Ran documem lisdfh was 
stdlcdBuitltiswiongtothiakthaianttl- 
Justmciit inthcprloesof abask ininit Iffib 
namgy sMwiM aggidvate tBa inflatioiuury 
ihmmari tiM onsm to'the aiimaottgi are n«- 

Upeopiir. 



tm —p,.,—,. 

beginBUit df the {Man peirtod!* But neitber 


in tbe «or)d oil market and 
^rttotini tbe price we piny ham to pay fo^ 
our edstint lone-term contracts, if anv. it 


(he coal nor (»] ptke hike stemmed.nom the 
idea of evolving an '‘integrated energy pric¬ 
ing stractuiV. M a point of fan there it 
little undersunding. much less researched 
evidence; of the impact of raising energy 
prices on energy policy in particular and the 
economy in general. 

it has been repeatedly said in the recent 
weeks that the energy import bill is rising 
alarmingly. Nothing could be farther iVom 
the truth. We have been through a situation 
when energy import bill was as high as about 
fournfths of our total realisation from ex¬ 
ports. That was when the world market 
prices were ruling at about three times their 
current level. Now the dollar is down and ■ 
oil prices are at their lowest in the past seven 
)ears. Our oil wells are pumping out at a rate 
three times the 1979 level. And the demand- 
supply gap is less than a third of the in¬ 
digenous output. .At current world oil price 
of 5 14 a barrel about 10 miilion tons ol 
import will coit abs'ut 5 I billion. Even 
if our oil buyers are not as prudent as the 


is inconceivable that the oil import bill can 
be amrwbere nw the stated S 3.5 billion. Id 
the first six months of the fiscal year 1985-86 
net impart of about 9 million tonnes of oil 
and oil products cost the government dose 
to Rs 2500 crore. But must the consumers 
and the economy pay for this imprudence? 
For over a year now the spot market prices 
have ruled below S 20. That is simply an in¬ 
dication of the prices at which the purchase 
deals could be contracted as spot market ac¬ 
tivities are still marginal to the world oil 
trade. 

The oil planners have often mentioned 
energy prices to be an instrument of inter¬ 
fuel substitution. That is also possible only 
when besides the technical possibility for 
substitution there is enough incentive for do- - 
ing so. But the prevailing cost-price relation¬ 
ship and tax structure run counter to this 
goal. Little wonder then that the chapter on 
energy of the Seventh Plan document con¬ 
cedes the failure of energy pricing on this 
count. 
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Extortion by Police: Tribals’ Everyday Plight 

Mathew Kalathil 


IN almost the entire Sagbac^ taluka of 
Bharuch district in Gujarat, an average tribal 
has to earn three rupees in order to enjoy 
just one of them. He is made to surrender 
the remaining to those who take advantage 
of his political powerlessness. There would 
have been no need of any welfare program¬ 
mes. subsidies, and loans for the Sagbara 
tr.bals by the sute, if only the government 
could make it possible for the tribals to get 
their earnings in full. But state agencies like 
the police are often the chief culprits who 
extort hard-earned money from the poor 
tribals. 


(1) Ghemubhai Chetariabhai was found 
by the police to be ppssessing an empty pot. 
It IS a fact that tribals collect Mahuda tlowerv, 
dry the same and sell them at times to the 
Gujarat State Forest Development Corpora¬ 
tion. The officer and the party raiding 
Chemubhai's house before the Deepavali 
festival in 1985 demanded a sum of money 
from Ghemubhai. He raised Rs 300 and 
handed it over to the officer to escape illegal 
arrest and torture and false implication in 
a prohibition case. He had to boirow the 
amount from a neighbour who had the 
amount. 


Already in the month of November every 
>ear more than half the people of Sagbara 
taluka leave their native villages as migrant 
labourers in search of work. They go to work 
in sugar factories or sugarcane or cotton 
fields in distant districts. The old and infirm 
and (he skeleton labour force needed to look 
after (he cattle of the village and a few 
relatively well-to-do people remain in the 
villages. There is little fear of itftft and rob¬ 
bery in the villages as the labourers do not 
have many belongings to leave behind. In 
what follows, I describe how a police officer 
who was posted in Sagbara on December 26, 
1983 and was transferred from there on 
January 18, 1986 in the wake of a case of 
all<«ed gang-rape by policemen is reported 
to have extorted money from Halgam, a 
sample vUlage, from half-starving, half-clad. 
lititenie^bais. -Many siich|iKidenu from 
hthcr villagpftdo have cbmc as the 
itePiiile atg. preparidt tn iiRttiilnt the Com* 
niMn?! kv Copit ip, 




(2) Radatta Ukadia also was found to be 
in possession of an empty pot which he 
admitted was used to store Mahuda flowers 
which is perfectly legal, when kept in small 
quantities. He was fortunate to escape with 
a payment of only Rs 200 to the police of¬ 
ficer. lb raise the amount, he had to sell the 
little stock of grain he had kept for family 
consumption. 

(3) Vasia Sama fell in love with Sumitra- 
ben and they decided to get married. But 
they lacked the money for a proper marriage 
feast. According to tribal custom in such 
cases, the two decided to walk away together, 
as husband and wife. The girfs father 
Tikaram, however, made a complaint to the 
police; whereupon the police bfficer swung 
into action. He. traced the couple and 
demanded'a sum of mpney for not tortur¬ 
ing theia and regisiariij^ a case of kidnapp¬ 
ing against .Miiia Sami Vasia hid an oma- 
.nunt.nf silvw w^lgtiinl || tolas which he 
. spid tp aJinitfarmi^ tn SeiteBjMi to raise the 


In return the officer te^st^ only a chapter 
case. 

(4) Khauriabbai was out of sution when 
the police offica of Sagbara station came 
with other policemen carrying a gun to his 
field. The womoi of his house; As^ben and 
Shantiben, were working in the fletd. The 
police informed the women that the gun was 
without a licence and it had been found in 
Khataria’s field and he was guilty of possess¬ 
ing illegal fire arms. The women pleaded ig¬ 
norance and innocence, but were beaten up 
by the police Moreovn, the two women were 
promptly taken to the police station. Pretap* 
bhai Tetiabhai, a friendly neighbour of the 
victims who owned a shop, had Rs 14C0 
which he took to the police sution and 
handed over to the officer. Only then were, 
the two tribal women allowed to leave the 
police station. On top of it, the omcei- 
registered a case against Khatariabhai, who 
had to repay the amount to PraUpbhai and 
also pay a lawyer to fight the case and at¬ 
tend court innumerable times to learn that 
a fresh adjournment had been given each 
time. 

(5) Limji Radatia had a heated exchange 
of words with Pohalia of the same village 
on the occasion of the marriage of the latv 
ter’s son. The police officer of Sagbaiai 
demanded money for the alleged breach of 
peace. Limji Radatia had to mortgage his 
field to Bapa Tetia to raise Rs 300 which he 
paid to the officer. In this instance, the of¬ 
ficer was kind enough to allow the victim 
a few days of grace to raise the money. Lim|i 
used to earn his livelihood by farming, his 
only source of income 

(6) Sonji Resa Padvi had a heated ex¬ 
change of words with Arjun Fulji on the 
price of jagri (brown sugar). He went to 
complain to the police The ofneer took 
Rs SOO from him to investigate the Com¬ 
plaint. Sonji had to sell some grain he tigd 
stocked for his consumption. Arjun Puijl, 
his opponent, was uken into custody in con^ 
nection with the cast at night and kept in 
the lock-up for 24 hours. When he was uken 
into custody the police gave him four biom 
to prepare the ground for extortion of money 
from him. A friend of his by name of Limji 
Radatia came with Rs SOO which had been 
raised by selling Fulji’s cow and gave the 
amount to the police officer whereupon 
Arjun was promptly released. 

(7) Bokhia Sur ji was killed by wild boan 
in the jungle Four brothers of the deceased 
were asked by the police officer to pay up 
or face a murder charge They sold their 
luver crop and paid Rs SOO to the officer to 
escape being falsely implicated in a cast 

(8) Praiap Tetia had some molasses for 
feeding his bullocks in the ploughing season, 
The police officer took Rs 200 for not 
registering a (prohibition) case against )dm. 

(9) Jesmabhai Chamadiabhai Valvi haid a 
quarrel with Arjun Jolu of Sorapada viH^e 
who was tipsy after consuming liquor. Arjun 
slapped the son of Jesma’s maternal uncit 
whereupon Jesnuand his relatives wen pro¬ 
voked tq thrash Arjuo. the latter went to. 
the p(^ add complained. Jesmahadtopi}'. 
Rs 3,(jD0tothe pbUce officer to escape tor* 
tun add being hsdwdupi lesma had to irit 



to nutc t)i« unount. 
Ht'jjMm ChMiudia and Magan 
wm cdit vattOf some land on a (hare* 
. Int .taisli In 19dS. There were 19 quin* 
JO^jtiih«r whi^onght to have been (Mvid- 
^itieordtng to the terms of the share- 
cohtracL But fatu for some reason 
lied to give Jesma his share. Jesma 
tht the help of the police. The police of- 
took Rs 1^000 from Jesma who borrow- 
the amount from a friendly neighbour. 
(iO) Manga Pidialia VaJvi wqs asked to pay 
jHiin of money to the police officer who 
id two peacock feathers in his courtyard 
l^der a tree. The bird used to sit on the tree 
Ilcipy night and the feathers had dropped 
it. Manga had to pay Rs SOO to the of- 
who threatened him with torture 
legal proceedings. The amount was 
^i^Sed by selling grain meant for domestic 
V^hiumption. 

,%',Tp( satpe police officer raided Manga's 
on the day his brother Kanti was get- 
'married. The officer took.away the 
•::^m^room‘s father to the police station, 
:‘Mtii^ng great shame to the bridegroom and 
'\|^,(^party. The police also pulled out some 
jfrom his old bouse. The wood too was 

NADU 


taken away by the police h^oniy 

after Rs 2,306 had been the police 
officer that Kanti's fath^ Wtt htleased. 
Kanti had received some::«edding gifts by 
way of cash. The family hw also saved some 
money for the marriage cttl^rations. An of 
these went into the porker of the police 
officer. 

These cases will do to illustrate the 
damage done by the sute through its cor¬ 
rupt officials who constitute the chief ex¬ 
ploiters of poor trtbals. There are about a 
hundred villages in the Ihluka. Who shared 
the money thus collected? Small amounts 
were distributed among the constables, 
sometimes in the presence of the village peo¬ 
ple. Did the officer keep the remaining 
money all for himself? Or did he share it 
with the higher-ups? Why has this wide¬ 
spread phenomenon of extortion not figured 
in the local panchayai meetings, in the 
legislative assembly, and in the Lok Sabha? 
Is there a link between the police and politi¬ 
cians? if sa what can the poor illiterate 
tribals do about it? Has the tribal any 
chance whatsoever against such a formidable 
combination of forces? 


rf. 
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ll^^moting Industry: Intent and Outcome 




Padmini Swaminatlian 


ITWS Repon of the Comptroller and Auditor 
I^DdHeral of India (commercial) for the year 
.^1983-84 (Government of Tamil Nadu) pro- 
f^djesi a review of the performance of the 
principal Tamil Nadu Government 
'^^pOtnpanics entrusted with the task of im- 
>y'pibm8titiiig the industrial policy of the sute 
^gtWbmment. The twin objectives of the in- 
«oUMHal policy of the Iknul Nadu govern- 
mnli art large increases in employment op- 
/jporftinUies and removal of regional im- 
.xbafthces. The companies concerned are the 
Nadu Industries Investment Corpora- 
i;itidn' (TIlC), the tkmil Nadu Industrial 
'.fPetWopment Corporation (TIDCO) and the 
^^thte Industries Promotion Corporation of 
iDmi) Nadu (SIPCGT). 
it' This company, set up in 1949, it the 
wpgltiest sute finance institution to be 
JkUned in the whole countf y. It provides 
^^^ttkancial assistance by way of term loans, 
liiplmntees, etc, to medium, small-scale, cot- 
^^e and tiny sectors and is expected to give 
;v&ionty '*10 the units capable of generating 
;«tnrger employment opportunities and 
^.4titp^aUy to those set up in backward and 
areas and particularly designed to suit 
economically weaker sections of society”, 
per the Report, which covers the years 
>^981-82 to 1983-84, assistance to units in the 
' ^’^kward areas and the emptoyment oppor- 
>%|biiiities generated have bm regiiuri^ a 
OgreSsive fall. The share of assistance to 
kwaid areas which was 36 per cent ol the 
I number and 31 per cent of the amount 
f sanctions in 1981-82 hgd fallen to ^Rcr 
Q( of the number and 41 per cent oi 
.amount 6f sanctions in 1983-84.' the 
nent opportunities generated ftO 


from 32,000 in 1981-82 to 24.000yin 1983-84. 
The company has introduced a mini-loan 
scheme (upto a limit of Rs 23,000) mainly 
to promote industries in rural and backward 
areas and also to create larger employment 
opportunities but the assistance rendered 
under this scheme is also showing a declining 
trend due to the sanctioning of the mini- 
loans only to units coming up in a cluster 
to obviate the cUfficulties of monitoring and 
foUow-up. 

The company does not have a system of 
monitoring the growth of industries and 
utilisation of funds by the assisted units. 
Records giving details of the health of the 
projects implemented, units under imple¬ 
mentation, units which have become sick, 
closed down or abandoned and the reasons 
for the same are ncH maintained. Neither are 
there records showing the total onploymoit 
potential proposed to be created by virtue 
of implemenution of projects financed by 
it and the employment potential actually 
created. In the absence of such records the 
extent to which the financing activities had 
helped in the industrial development of the 
sute and the extent to which the funds pro¬ 
vided are utilised cannot be assessed. A sick 
units cdl was created by posting a Manager 
in August 1983 and the work of eollcetidn 
of sutistirui re«>rds regaiding sick imits-> 
genuine sifikness/wilfid negligence, 
was entrusted to him. Nq pmgresscould be 
made by dtc ceU in Mcntiflcttion of sk^cMts 
and foHow-up as the 

(i) ceO was created wiUrout at^ daft' 

ia&aAnictutet 

Qi) tbM no guideBnes on ii^! amA: 


/\''dep^m^^ jr^'ateed 
'.'for yean;-.gad-" ’ 

(v) tberefinin^tdKmefor.t^abilhm^ 
of sick small-scate iiidttstriea-!|or»^ 
lated by IDBI is yet to be impk^eoM 
by the company. . 

That the (inai^ institution has chosen 
to (or hks it been asked to?) adopt a policy 
of blissful indifference it evident from one 
of the cates cited by the Report. In ipite Of 
clearly esubiishiog tha(x>ne of the tkisbted 
solvent extraction i^ts had mlssimroiHriatcd 
institutional fiinds, falsified record and 
cheated the financial institution, no action 
had been uken either to recover the ouuun- 
dii^ from the unit, cn consult legal advisors 
to initiate criminal proceedings against the 
Directors of the unit. 

TIDCO. The company was incorporated 
in the year 1965 as a wholly-owned govern¬ 
ment company with the object of (i) taking 
over from the state government mojects 
relating to cement and steel, and (ii) pro¬ 
moting and operating sebenies for the 
dispersal of industries. After 1970 the scope 
of its activities was enlarged to cover the set¬ 
ting up of major industries in the joint 
sector. 

The Report discusses in some detail the 
progress/performance of two joint sector 
projects under implementation and one 
assisted company and in the process indicts 
the role played by TIDCO in the whole 
affair. In the case of Automotive Castings 
(incorporated in August 1980 with an auth^ 
rised capital of Rs 3 crore for the manufac¬ 
ture of grey iron castings in which Ashok 
Leyland had agreed to participate to the ex¬ 
tent of 23 per cent of the equity capital and 
in wliich Ennore Foundriei, a sister concern 
of Ashok Leyland, was to provide technical 
consuluncy) the financial institution had 
committed itself to invest Rs 1S6 lakh in 
equity without ensuring (i) dependable con¬ 
tinued market; (ii) viability of the project; 
and (iii) competence of the technical 
coruultanu. 

Similarly in the case of Asia Carbon 
(which was incorporated in August 1976 for 
the manufacture of carbon and graphite pro¬ 
ducts involving an outlay of Rs 330 lakh) 
the Report hoted that the entrepreneur who 
identified the project and offered U to 
TIDCO for joint promotion was induct 
as co-promoter. The financial standing of 
the entrepmicur and his ability to bring in 
the requisite funds were no; however assessed 
properly. Again fnquent cimnges intheev- 
pnnnotet/fMgn coilabontor bogged down 
the project and escalated the project cost. 
A nMew of the presem status Of icemen- 
tation of the project showed that Uie pro¬ 
ject on which an amoum of Rs 44.94&h 
(TIDCO's contribution Rs 19,00 laldh) had 
been spent bid not matlf^ a# pm^rcss. 

In'the caie'of'the.'tfcM'ooi^ahg^^l^^ 


bettf^ Wtiui 

aroi«b(foditji^oriUji^ 


rntnagnim Mri]rwRD juw »nm tD^ 
to «d«»tice ftirttwr uMMciind lout wbh M 
pnMqxot oT.iceovery. Umecured hMm out- 
lundini wneuiilfid to Ri 70.13 kkh as on 
March 31, 1984. 

S/jVCV! litis compaiqr wa$ set up in 1971 
at a whcdly owned governnient company 
with the objectives of: 

(i) Implementation of a package of incen¬ 
tives for the benefit of entreiHcneurt; 

Qi) development of potential growth cen¬ 
tres u backward ihstricts of the states 
end provision of developed lands to in¬ 
dustries; and 

(ill) provision of finance to medium and 
major industries under the Industrial 
Dewlopment Bank of India’s scheme 
for refinance. * 

The Report noted that though the loan 
amounu sanctioned and disburs^ are show¬ 
ing an increasing trend dunng the three-year 
period under review, the assistance to in¬ 
dustries in backward areas is progressively 
decreasing Non receipt of applications for 
setting up industries in backward areas was 
attributed by the company as the reason for 
the fall in assistance to this sector Further, 


HUNGER PROJECT is an international in 
stitution started in W'J? It is spread over 152 
nations with a membership of about 3 
million Its object is to spread awarenew 
about the grave situation of starvation and 
hunger on a global scale, particularly in the 
context of mankind having developed 
snough pioductive power to produce ample 
food 10 feed the entire population of the 
world, if only a proper system of distribu¬ 
tion could be worked out Hunger ProKCt 
has been carrying on a systematic campaign 
to draw attention to the gnm dilemma which 
humanity is facing in the form of millions 
of people living in a perpetual state of star¬ 
vation in the midst of ample availability of 
food It has recently published a Report 
urging people to strive to end starvation and 
dealth arising oui of non-access to food 

The Report presents some startling facts 
generally kept hidden by the rulers of ad¬ 
vanced caiHtalist countries as well as Third 
World countries pursuing the capitalist path 
The document highlights the following facts 
about the spectre of starvation and hunger 
that haunts humanity. 

More than one thousand million people in 
the world suffer fhim acute hunger today 

Every year more than 13 million people die 
of hunger; 24 persons die of survation and 
hunger evwy minute; every 24 hours 33,000 
people die of hunger. 

but of 24 persons who die Of hunger every 
mbiuie, 18 drediOdreo below tte age of five 
years. 


the Report reveals that trading in surplus 
mbney had become the Mcond largest source 
of income to the company next only to in¬ 
terest on term loans 'Though huge cash 
surplus had been estimated and realised, 
sbaie«apital assistance ftsnn the government 
bed not been regulated properly The funds 
which were allotted by the government for 
fbrtherance of industriid activity have 
been diverted for non-industrial purposes 
(deposits with banks) 

The Report does not throw hght on the 
cost of csteblishing, mainuining and run- 
mng these flnanciid institutions The need 
for instituuons such as these to develop and 
finance the small-scale sector including cot¬ 
tage and tiny industries is not being denied 
or belittled But by now the chasm that 
separates intent and eventual outcome (be 
it the Five-\bar Plans or development/ 
welfare-onented pobcies of the government) 
IS too well established for pubiication of 
reports such as the above to produce any 
kind of shock or outrage At best the AG's 
Report has provided the kind of informa¬ 
tion that an individual researcher would have 
been denied access to 


More people die of starvation every two days 
than died in the bombing of Hiroshima 

In 19*6 3 lernble earthquake in China took 
a loll of 2 lakh lives More poeple die of star 
vaiior in the world everv seven days 

Out of the 1,000 milhon persons living m 
starvation the overwhelming majority 
belong to Third World countries pursuing the 
capitalist path of development in Latin 
America Africa and Asia Of this starving 
•population SO per cent of nearly 500 million 
people live in the five countries of India. 
Bangladesh, Nigeria, Pakistan and Indo 
n^iB It IS estimated that if starvation were 
eliminated from India alone, the extent of 
survation in the world would be reduced by 
one thi'd It is significant that the crusader 
for a compuiers-led entry of India into a 
twemyfirst century of prosperity, by relying 
on the profit-chasing classes as the agents of 
growth, IS shrewdly silent about how these 
millions of the Indian people, constituting 
one third of world's hungry, are to be freed 
from starvation 

The Project Hunger's Report also high¬ 
lights some other startling facts 
The cause of the extensive worldwide sur¬ 
vation IS not non-avallability of food, 1,000 
million people are surving today in spue of 
the fact that more food is produced than is 
needed for feeding the entire population of 
the world. 

The solution to the proMem of survatHMi of 
millions, h follows, does not he in just more 
■ltd more production, but is tied up with the 
system of disttibuiion of what is produced. 


point out that the deaths and the misery 
caused by regular, everyday starvation are of 
far greater proportions than deaths due to 
famines Famines are heartrending and do 
call for rdief, but those who provide chanty 
and relief dunng highly-publicised famine 
situations should awaken to the fact that the 
deaths and agony caused by permanent, if 
non-specMcular, survation are far more ex¬ 
tensive and destructive than those caused by 
occasionally-erupting famines In the last 100 
years, Africa expenenced famines m one 
countrv or tht other 2' iimev Latin America 
SIX times Europe three times Wesi Asia 
four times and Asia 12 times However, the 
destruction of life due to continuous starva¬ 
tion IS many tunes greater and even the after¬ 
effects of continuous starsation are more 
damaging and far-reaching than those of 
famines While noi denying the horrors of 
famines and other disasters, the Hunger Pro¬ 
ject's Report asserts that without creating 
conditions in which starvation is eliminated 
the disastrous consequences of famines can¬ 
not be checked or eliminated 

The Report draws attention to the other 
tragii consequences of the prevalence of per 
maneni starvation Apart from the millions 
who die, many more millions are condemn¬ 
ed to life long disabilities f-or instance, due 
to inadequate muke of certain vitamins more 
than a quarter million children become blind 
every year Almost an equal number become 
deaf and dumb 

Taking the Indian situation b\ the govern¬ 
ment's own admission, 3,000 children 
become blind in the countrv due to Vitamin 
A deficiency everc year These figures are of 
blindnivv av reported bv hcivpuals which we 
know cover onlv iv per ceni of the popula 
tion ike also know how hospital records are 
inadequate and carelesslv compiled Accor¬ 
ding to studies conducted by the National In¬ 
stitute of Numtion in Hyderabad, 63 per cent 
of children below three years of age and 45 
per cent of children in the 3 5 years age- 
group suffer from severe anaemic condition 
due to iron deficiencv The starvation and 
hunger are far more widespread than record¬ 
ed by official bodies 

Studies earned out bv the IIO reveal that in 
countries of the Third Vkurld pursuing the 
capitalist path 70 per cent of the people still 
live in villages The condition of the poorer 
sections, constiiuiing the majority of the 
agrarian population, has worsened in the last 
twenty years The irony of the situation lies 
in the fact that the worsened condition oi 
these sections oi the population is noi due 
to decrease in agncuitural producuon but has 
in fact been accompanied by increases in per 
capita producuon 

The widespread prevalence of starvation 
enveloping nearly a billion people all over 
the world, particularly in Thud World coun- 
tnes pursuing the capitalist path, poses many 
ftindamental problems of an explosive 
nature The rulers of the world capitalist 
system, including their juniors in the Third 
i^rld countries, are responsible for a situa¬ 
tion of starvation of 1,000 million people, 
which should be viewed with the same con¬ 
cern as that created by these countries’ 
preparing to plunge mankind into the 
holocaust of an atomic war 


Mampf 09 leht 4 c 4 MofsUtfvitionduriiig The rulers of countries and the mass media 

the flnf which seasatlOBaliic ftuiiines and seek to 
V ft«ii»-sttfckfn do not 
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THE BUDGET 


Customs and Excise Innovations 


Arun Goyal 


THE customs and excise aspects of the 
Budget proposals for the 1986-87 show three 
significant features. First, the modernisation 
through equipment import stiategy, outlined 
in the previous year, has been partially 
reversed to reflect the pressure on balance 
of payments. The accent on fuel saving and 
the measures to promote the use of minor 
oils in vanaspati manufacture are also 
elements in the shift in policy focus. The 
need to adopt populist stances, specially 
after the nationwide protest over the hikes 
in petrol prices, also find a place in the 
proposals. 

Second, perhaps the largest and most 
comprehensive exercise since Independence 
to implement major reforms in revenue ad¬ 
ministration and classification system has 
been undertaken by the Central Board of 
Excise and Customs (CBEC). 

Third, the revised estimates for 1985-86 
and the Budget estimates for 1986-87 show ■ 
a buoyancy factor which is higher than the 
rate of industrial growth at current prices. 
This is due to a larger emphasis on cleanli¬ 
ness in administration. Honest and sincere 
officials have been posted in key positions 
by the Finance Minister, Vishwanaih Pratap 
Singh. The atmosphere to promote com¬ 
pliance with revenue laws has been syste¬ 
matically nurtured by the Minister by a far- 
reaching programme of raids and arrests. 
The customs and excise portion of the 
Union Budget may account for as much as 
Rs 24,513 crore (84.7 per cent of total tax 
revenue for 1986-87). In fact, custom duties 
have grown by 13.9 per cent in 1985-86 over 
the budget estimates for the year and a 
whopping 32 per cent over the previous year. 
Even excise duties are up by 6.2 per cent over 
budget estimates and 15.9 per cent over 
1984-85. The CBEC has kept its promise to 
raise Rs 2,000 crore more in 1985-86 over the 
Budget estimates. 

Imports 

The most significant feature of the Budget 
is a partial reversal of the strategy to pro¬ 
mote the so-called modernisation of the 
economy through imported equipment. The 
general rate of duty on project import has 
been.hiked to 55 per cent from the previous 
rate of 45 per cent. In last year’s budget this 
had been.reduced to facilitate modnnisa- 
tion. (Project imports provisions of the 
Customs '^ff Act allow concessional duty 
^Matment for equipment if the imporu are 
'for the purpose Of initial set-up or subsun- 
tial expansion.) Ttds move led to a con¬ 
siderable rise in imports. According to 
i.estimates, the balance of-fradc defidt of 
;’Rs 5,320 CTore-in 1984-15 may be crossed in 
/Ok first seven o( ^Ifft tpenOu of 1W-86. 


The general impor* duty on machinery has 
been scaled up by 10 per cent. The hike in 
etcise duty on machinery to 15 per cent from 
12 per cent due to the MODVAT factor will 
also benefit customs revenue. A counter¬ 
vailing duty equivalent to the excise duty is 
chargeable on all imports. The two measures 
^on machinery items is expected a yield of 
'Rs 244 crore in the coming year. 

Nonetheless, the modernisation strategy 
through machinery imports is reflected in 
the Budget. Duty on components and parts 
of machinery has been reduced by 5 per cent. 
An analysis of the notiBcations which lay¬ 
down the effective duty for machinery com¬ 
ponents shows that the duty on parts is less 
than that on machinery. The strategy to 
import parts for eventual assembly is being 
pursued vigorously for the first time. Till 
now, the notifications provided that the parts 
will attract the same duty as the machinery. 
Components foi the machine tools industry 
and the shuttleless looms, the wonder 
machines of the modern world, the medical 
equipment have been specially benefited by 
the new policy. It is a moot question whether 
the new measure will promote genuine in¬ 
dustrialisation or assembly type production. 

New items for concessional duty treat¬ 
ment for machinery used mainly in the 
export seaor have been announced for the 
gem and jewellery industry. In November 
last year similar treatment had been given 
to the leather industry. The export duty on 
tobacco has been lifted. Wattle bark and 
' wattle extract, important inputs for the tan¬ 
ning industry, have been given more duty 
concessions. 

The need to adopt populist stances finds 
an expre.ssion in the customs proposals also. 
Apart from export, the newspaper indu.stry 
is the only other industry where the equip¬ 
ment rates have been reduced. The auxiliary- 
duty on newsprint of Rs 300 per tonne has 
been withdrawn completely by including the 
item in the GATT List. The inclusion will 
leave newsprint free from auxiliary duty for 
all time to come. 

Other stock in trade measures to raise 
revenue have been adopted. Auxiliary duty 
(this is a ‘temporary duty’ imposed every 
year on the value of imporu to nuse revenue; 
as a matter of practice, it is revived in every 
budget proposal: it is levied along with the 
standard duty and the countervailing duty) 
has been jacked up in the guise of rationali¬ 
sation. There are only three rates of auxiliary 
duty now, viz, nil, 25 per cent and 40 per 
cent, as artist the ten dabs earlier. The fix¬ 
ation of the auxfliary duty for each product 
under the new scheme will raise duty by 5 
to IjO per dent on almost every item. The 
measure syill bring in ancMher Rs 190 crore 


to the Exchequer, The fall in international 
prices of non-ferrous metals has given an 
opportunity to the revenue authorities to 
raise import duties. Duties were hiked to a 
uniform 85 per cent plus 40 $er cent tux-. 
ihary and the countervailing duty in 
December 198$ and January this year, in a 
bid to mop up possible suipluses. Even the 
baggage rules have been tightened con¬ 
siderably through a series of steps beginning 
from November last yefir. Passengers will 
now be forced to carry the baggage items 
with them instead of sending them ahead as 
unaccompanied baggage to avail of duty 
concessions. Imports of TV sets will now at¬ 
tract countervailing duty. The non-resident 
Indian worker wilt be the worst hit by the 
administrative hurdles on baggage imports. 

E-XCISE 


The changes in the excise taxation area are 
significant. The largest reform programme 
ever in the history of excise taxation has been 
undertaken by the CBEC and the Finance 
Minister The first step in this direction was 
taken in December last year when a new 
classirication system based on the inter¬ 
national Harmonised System (HS) was in¬ 
troduced through an Act of Parliament. It 
replaced the antiquated classification system 
introduced by the British to raise revenue 
mainls from salt and tobacco. Item 68, the 
residual entry in the old excise tariff, was ex¬ 
tinguished Important products had lost 
their identity since Item 68 covered “hems 
not elsewheic specified (nes) in the Excise 
Tariff Schedule”. The new sysiem classified 
them in the proper chapter, heading or sub¬ 
heading. The HS is linked to the Custom 
classification system also. 

The uniform system of classification may 
solve major problems and duty calculation 
and administration. An idea of the problems 
created by the' old system is given by the 
number of court cases'related to classifica¬ 
tion pending before various High Courts 
and the Supreme Court. The number is 
estimated at 15,000 by the CBEC. Introduc¬ 
tion of (HS) helps in fine tuning tax 
measures to promote other policies such at 
industrial policy, lb begin with, a beginning 
has been made by introducing the MODVAT 
(Modified Value Added Ihx). 

In its essence, MODVAT is a sysiem of 
proforma credit. Duty is first paid tv the raw 
material or intermediate goods manufac¬ 
turer. The final product manufacturer, or 
receiving the inputs, gets the duty credit. Tht 
introduction of MODVAT, it is dairaed, will 
modernise economic administration and 
reduce the ill effects of the “high cost 
economy’’. Raw materials are taxed ses^eral 
times in the various stages of manufacture. 
Not only that, the valuation of goods dso 
includes tiie du|y paid in previous stages. 
Thus duty is on both inputs from 
prmous stages and the duties paid <m them. 
The Finance Minister has ndd-that the.con- 
suiiMr vdll also gain foam hlpDVAE 
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by Western concepts like VAT (Value Added 
Ibx) in the Indian environment The taxmen 
in North Block, while translating VAT into 
MODVAT, have tried to please everybody 
‘Revenue neutrality’ has been ensured 
raising excise on final products Tax collec¬ 
tion has been guaranteed by laying down 
that the duty has to be first paid by the in¬ 
put manufacturer Subsequently, the final 
product manufacturer gets the duty credit 
rhe burden of MODVAT administration has 
been reduced by leaving ou; key sectors like 
fuel, textile and leather from the MODVAT 
scheme The machinery industry gets 
MODVAT only as input users, their final 
products do not get duty credit 

In this process, the original concept ot 
VAT has been lost Manufacturers have 
tacked up prices claiming that MODVAT 
benefits are not applicable to them Ihe 
basic sectors of the economy, the lau 
material and intermediate goods manufac¬ 
turers are at a disadvantage vis a-vis the 
final product manufacturer A price subsidy 
and a wcsrking capital subsidy from the 
former to the latter can be envisaged on 
analysing the MODVAT scheme 

The fact remains, however, that an impur 
tant concept in economic management has 
been recognised for the first time An option 
to fine tune the system to subserve national 
economic objectives has been opened up by 
the Finance Ministei 

1 he small scale scheme has been recast 
Under the new scheme, based on the recom¬ 
mendations of an Expert Study Group set 
up in the Ministry ot Finance earlier, duty 
concessions n the general case very accor 
ding to the turnover However, a minimum 
duty has been fixed for turnover slabs above 
Rs 7 5 lakh Previous to this, 4he duty con 
cession available to small scale units under 
various industry level exemptions, when 
clubbed with those applicable for small scale 
units, resulted in situations where ‘large 
small scale units’ could get away without 
paying any duty or only a nominal duty 
Further, where duty incidence was very high, 
the small scale units benefited considerably 
even on relatively small turnovers The 
budget proposals have tried to rationalise 
this This step has created a virtual panic 
throughout the country Tnc small scale 
industry, which has thrived largely on excise 
concessions, does not like to be disciplined 
It has threatened the Minister with 'produc 
non strikes’ 

One can also see an about-turn in textile 
policy The exemptions to blended yarn have 
been virtually withdrawn Only the com 
ponents for polyester fibre and the low 
priced fabrics in the new textile policy have 
been retained However, the policy to pro¬ 
mote import of shuttleless looms is being 
pursued vigorously The notification gran¬ 
ting duty concession to shuttleless looms and 
rotor spindle spinning machines has been ex¬ 
tended to the components ot these machi¬ 


neries also The components now attract a 
lesser duty than the complete item The 
voters in the South are being wooed by the 
promise of setting up a machinery to entoac 
the handloom reservation laws A special 
cess on textiles has been imposed to finance 
policing 

On the excise side. Finance Ministci has 
tried to bring in more revenue to finance the 
Seventh Plan The Budget proposals, as 
such, will result in an additional revenue of 
only Rs bOcrorc What is significant is that 
through a process of tightening the conecs 
sions and better administration, excise 
revenues will maintain buoyancy Intact the 
proposals may result in a revenue giow ih of 
9 2 per cent in 1986 87 over the previous year 
This kind of growth figure is unprecedented 
in the historv of excise taxation As a mat 


THF results of the recent French elections 
are paradoxical in many respects The 
Socialists are out ot power but they have not 
really lost the elections They emerge as the 
strongest political torce in the country, with 
nearly 31 5 per cent of the votes polled, a 
score, which surpassed their most optimistic 
estimate 

The electorate has voted massively for the 
right, but the traditional conservative 
panics, the RPR and the UDI, have sciapcd 
in with a threadbare majority ot 3 MPs and 
44 85 per cent of the votes The extreme right 
wing fascist party ot Jean Maiic Ic Pen has 
captured 10 per cent of the votes and will 
enter the National Assembly with as many 
as 35 MPs, enough to foim a Parliamentary 
group In metropolitan France (i e. without 
the overseas French deparlmcnis and tci 
ritones), it has overtaken the I rcnch C om 
munist party, which has slumped lo its score 
of 1924 9 69 per cent 

Thus all parties, with the exception ol the 
Communists, have some reason to be 
satisfied and as far as the National Fiont 
goes even to be jubilant 

1 he Socialists legitimately considei that 
they have lost a battle, but not the war They 
have firmly established their hegetnoriv on 
the left and can safely infer, from the 
relatively feeble proportion ot absenteeism 121 
per cent, which seems to have affected 
mostly the Communist electorate) that the 
‘peuple de gauche^ (left electorate), however 
disgruntled and disenchanted with the 
Socialist party’s socio democratic manage 
ment it may be, will not betray its loyalty, 
when the chips are down Moreover, with the 
eclipse of the Communists from the Frenth 
political scene, there is no force to challenge 
them on the left and hence no real danger 


ter of practice, tax lates are muditicHi dur 
ing the course ol the vear to yield levenue 
Ihe hikes in cigaicticduties m Octobci l.ist 
vear is an example of this practice Ihe 
option to raise laxcs is alwavs .iv.iilablc with 
the minister 

It IS believed in the capital that 'he taxa 
tion would have been much higher it the 
oiiainal piopo als of ihe ) in,nice Mimsitr 
had been accepted bv the Prime Mimstci It 
IS iindcistood thn the cntiie budget had to 
be leviscd fevllowine the iialuvnwidt protest 
against the hike in petiolcuin pioilucts 

Ihe lax hike on ceiloiii 1\ sets and 
Maruti ears aie quoied ,is ev.nnples ot the 
govtinnicni’s Jesiie to give a oci ilivi look’ 
to the Budget jnoposals In uv inoees, iht 
modernisation progianinie iinti I'ed list year 
has lost eoloui 


ol an eleetoial h lemorrhage te 'ring trom 
tiansfei ot itMts to II loirnci div 

In this coiMexi It IS piobibl' a boon le>r 
them in view ol shott ind long term 
benefits th.U the li iditioinl eonscrvativc 
paities liave obt.nne*d just tne niajuritv need 
exf to lenm a homogeneous poveinnieiit I heir 
passage into Ihe opposition can only help 
toiefiiibishtheii left image ind piojot them 
.IS the only biilwiik againsl lie iiglitist 
forces 

I he coalition RPK UDI hoped to collect 
a gre iiei sliaie of the rightist eliclorale I veil 
tliough then expcetalioiis louiidiil on the 
itsulls ol opinion polls, h iv, turned out to 
be unwaiianted ihes ue noi tl Ihe meicv 
of the N iiional I loni md do not re(|iiire its 
vents to form a laajoiitv 

As lai as the National I loni iseoiueintd 
It has lealisecl a lema'kible' le it tor the first 
time in lidiicts post second Woild War 
history an txfrcmist rightist moup will have 
such an iinpoitani lepieseniatioii in the 
National Assemhiv 

The cintrgcnl new balatee ol lorces has 
ipciitd the path to eoluibit it ion’ between 
a Socialist pre‘idcnt whose mandate eoincs 
to an end only in March 19g)v and i eon 
vcrvativc geivciinnent whirh dots nut have 
the requisite stitiiaih lo force a showdown 
with the toimei Ihe smooth passing ot 
powers from laurnit labius the hitherto 
Prune Minister, to laiquts' iinac, Uadet of 
Ihe RPR called upon bv Fraiieois Vfnteiand 
to form the new eciveiiinK nr, illuvirilcs the 
first act of this cohabitation beiwtcii two 
advtrsaiies wtio appiicnilv hive hid ifevwn 
the framework lor the time bung at 
least, lor i workabir if no haunoniouv 
it'lationship 

J Chirac, in r.is orelnninaiv statement has 
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announced his intention to abide by the text 
of the constitution, which explicitly assigns 
to the President the final word in matters of 
foreign policy and defence. According to 
French press reports, Chirac agreed to drop 
from his initial list of ministers two per¬ 
sonalities belonging to the UDF who were 
to be given the defence and external affairs 
portfolios and who were considered ‘un¬ 
desirable, by the President. 

As for Mitterand he has clearly stated his 
desire to respect the popular verdict and 
allow the government to implement its 
policies. But at the same time, he intends to 
demarcate himself from the former—he has 
already announced his refusal to sign or¬ 
dinances which he considers to be regressive, 
thereby obliging J Chirac to present such 
bills to the Parliament and have them voted 
by his rightist majority. Mitterand hopes 
thus to preserve his image as the rallying- 
point of left/socio-democratic ideology. 

This new and totally unprecedented 
political context and the uncertainties sur¬ 
rounding the next two years have engendered 
a lost of speculation as to the viability ot 
this ‘cohabitation'. Even though no pro¬ 
gnosis is as yet possible, an analysis ot dif¬ 
ferent Interests involved, the issues at stake 
and margin of manoeuvrability of the major 
political forces can be attempted, permitting 
a better understanding of the current 
political scene in France and the plausible 
scenarios for the near future. 

To begin with, all eyes are rivetted on the 
next major confrontation in the offing: the 
presidential election. In two years at the 
latest, earlier in case of anticipated elections, 
the electorate will be called upon to confirm 
or to modify the present correlation of 
forces. On the hypothesis of the Socialist 
candidate's victory, the Socialist party can 
hope to stage a comeback in the new legis¬ 
lative elections which will automatically 
follow the dissolution of the assembly. The 
inverse would probably lead to a clear-cut 
right majority assembly. Every move of each 
major political force during this interim 
period is therefore planned in view of this 
electoral calendar. 

The UDF-RPR coalition which has three 
contenders in the Presidential race—J Chirac, 
Oiscard d’Estaing and Raymond Barre— 
does not/cannot agree on the opportunity 
and the means of provoking an early con¬ 
sultation. In opinion polls, Raymond Barre 
is Hin seen as the favourite rightist candidate 
and fares much better than Chirac, despite 
the fact that the latter's RPR is the domi¬ 
nant coalition partner. 

The absence of consensus on a conser¬ 
vative candidate for the presidential race is 
certainly a factor favouring the ‘cohabita- 
ikXi approuh’ and mellowing Chiracs desire 
to pndpitate the fight for the Elysee, the last 
bastion of power still controlled by the 
Socialists. (Since 1981 the rightist forces have 
. patiently reconquered most of the local and 
.regional centres of power. They control 60 


district councils out of 96, half of the major 
cities with a population of more than 30,000, 
and 20 out of 22 regional councils.) 

Another factor is the difficulty involved 
in obliging Mitterand to resign. Chirac has 
no constitutional means of doing so, the 
President being the sole judge of the 
moment and of the opportunity to put his 
mandate in the balance Chirac’s only 
recourse would be to exercise moral pressure, 
by presenting for the President’s signature, 
a series of ordinances/biKs undoing the 
legislation enacted during the five years of 
Soaalist rule; or proposing legislation totally 
in contradiction with the President’s ideolo¬ 
gical leanings. 

Even in this case the President can choose 
10 countersign bills voted by Parliament, 
shielding hunselt behind the principle ot 
“respect tor the decisions of a democratical¬ 
ly elected government” and thus dilute his 
lesponsibility tor the bills’ contents 

This scenario of conirontation is fraught 
with danger for J Chirac: he is not sure ot 
preserving the right-alliance; he can provoke 
social tensions in the country and alienate 
a large majority of rightist supporters who 
arc in favour of 'cohabitation' (59 per cent 
according to a recent opinion poll); he can 
end up by projecting Mittefand as the last 
bastion of left interests and buttress the lat¬ 
ter's image of a ‘true democrat’, prepared to 
bow belorc the eiecioiate’s verdict. 

Chirac cannot therefore embark on this 
perilous path without a very careful assess¬ 
ment ol the pros and cons. In the meantime, 
he has announced his intentions to enact an 
ordinance pertaining to electoral reform 
whereby France will revert back to the old 
system of elections based on the majority 
scrutiny principle and two rounds of voting. 
This is an impoitant move; it nulliiies the 
advantage attached to Mitterand’s constitu¬ 
tional prerogative concerning the dissolution 
of the National Assembly at any time con¬ 
sidered to be appiopnate by him. 

In a new Assembly elected under the ma¬ 
jority scrutiny rule, the right would no doubt 
be over-represented; the Socialists would pay 
the price of an overall weakened and dis¬ 
united left; the Communists would practical¬ 
ly disappear, in the absence of 30 MPs 
needed to form a parliamentary group. The 
other loser would be the National Front, 
who would share the Communist fate. In this 
respect too, Chirac’s move will help to 
remove a constant irritant for the rightist 
parties, drawing towards them a certain 
number of Le Pen’s voters who would prefer 
not to waste their ballot in the new electoral 
context. For the socialist party this would 
once again raise the spectre of finding 
alliance-partners. 

Once this ordinance is promulgated, Fran¬ 
cois Mitterand will loose a migor card: in 
case of confrontation, he will no longer be 
able to take recourse to anticipated legislative 
elections. He would have the choioi; either 
of ‘staying put’, whatever be the poHdes 
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followed by the government, or to resign, 
thus provoking presidemial elections whose 
course can be uncertain. The forma- option 
can boomerang on him: he might just Scarry 
off the ’democratic father of the nation’ 
image; but he might just as well be dis¬ 
credited for having signed bills/ordinances 
antithetical to his ideological convictions. 

Depending on the rightist policies, he can 
hope to ’cohabit’ for a year or so. bank on 
the fact that the rightists would not fare any 
better than the socialists on crucial issues like 
unemployment, play up certain aspects of 
the right programme, lite the suppression of 
the special wealth tax imposed by the 
Socialists, and then decide to cal) for 
presidential elections. 

An alternative scenario to this cohabita¬ 
tion/confrontation one between the Presi¬ 
dent and the actual Prime Minister, would 
be a split in the UDF-RPR coalition on cer¬ 
tain policy issues. Signs of tension have 
already appeared: in a recent interview on 
French television, Giscatd d’Estaing, leader 
of UDF, has expressed the view that power- 
sharing between the different coalition part¬ 
ners has not been done on an equitable basis. 
He intends to remain ‘vigilant’ and has given 
the government six months to show results, 
failing which a reappraisal of the alliance 
strategy would be called for. This reappraisal 
could well lead to the formation of a new 
<.oalition government where the socialists 
could play the role of ‘guarantor’ of inter¬ 
nal political stability. 

it is difficult, now, to predict with certain¬ 
ty which of these three scenarios—cohabita¬ 
tion, confrontation, alternative coalition- 
will finally prevail in the months to come. 
What seems certain is that every major 
political force is keeping all its options open. 
The President and the Prime Minister seem 
to be engaged in a very close ‘cat and moose’ 
game where any faux-pas can prove to be 
suicidal. This nece,ssity for extreme prudence 
by both the antagonists probably implies 
that they will avoid a headlong confronta¬ 
tion in the near future. It is also likely, given 
the choice of relatively ‘moderate’ ministers 
for sensitive portfolios like ‘social afiblrs and 
employment’, that there will not be brutal 
and fundamental attacks on social legisla¬ 
tion enacted during the previous legislature; 
at least during the interim period. 

The right can hope to cash in on falling 
oil prices and falling dollar to improve 
France’s economic situation and reap 
political benefits at the next consultation. 
Francois Mitterand can speculate on the con¬ 
tinuing international slump and the resul¬ 
tant failure of the government to bring alxmt 
any amelioration, hoping thereby to reverse 
the present electond trend. Both are; there¬ 
fore; interested in piqying it cool. No one can 
or will take the responsibility of a rupture 
of ‘cohabitation’ unless they can find a 
loophote; enabling them to put the blame 
sqiHueiy on the other. 
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THE publication of the first Citizen's Report 
on the environment' was a significant event 
for India’s nascent but growing environmen¬ 
tal movement. Through an imaginative syn- 
t.hesis of materials drawn from a wide range 
of sources, it provided a synoptic overview 
of environmental degradation in the country. 

That report was met with a chorus of 
praise—some of which has found its way to 
the paean of self-congratulation with which 
the present report begins. This lack of 
modesty may be readily forgiven. For the 
present report goes far beyond its prede¬ 
cessor in the breadth of its coverage and in 
the quality of its analysis and documenta¬ 
tion. It must be emphatically stated that this 
report is essential reading not merely for 
activists and administrators concerned with 
ecological issues, but for all practising social 
scientists as well. 

In the circumstances, any attempt to sum¬ 
marise its contents would be self-defeating.^ 
The present review is divided into three parts. 
We shall first reconstruct the critique of 
development strategy that is immanent in the 
report—a critique that has as yet found very 
little resonance in the corridors of academia. 
The second section shall outline important 
ways in which the report advances our 
understanding, not merely of ecological 
degradation, but of broader processes of 
social and economic development as well. 
1 he concluding section shall highlight what 
to this reviewer are some of its more obvious 
flaws. 

development Dichotomies 

This report rests on a particular inter¬ 
pretation of the development strategy follow¬ 
ed since Independence, which can best be 
stated in terms of a series of dichotomies. 

To begin with, there is the overwhelming 
priority accorded to industry over agri¬ 
culture. The origins of the1ndu$trialise-or- 
Perish model may be traced to visionaries 
like Visvesvaraya and Meghnad Saha.’ It 
was formally institutionalised in the Second 
Five-Ybar Plan, for which underdevelopment 
was “essentially a consequence of insuf¬ 
ficient technological progress".^ Here, rapid 
industrialisation on the western model was 
the key to progress. As the Lok Sabha 
observ^ in 1954, the objective of economic 
policy and planning was that "the tempo of 
economic activity in general and industrial 
development in particular should be stepped 
up to the maximum possible extent".’ 

The report highlights the implications pf 
this strategy for natural resource utilisation. 
Not only are planners 'resource illiterate 
i e, quite ignorant of the Hnite nature of 


many resources—but they have directed the 
processes of natural resource utilisation in 
a way as to primarily benefit large industry. 
Thus forest policies have consistently 
favoured the promotion of commercially 
valuable (and often ecologically inappro¬ 
priate) species of trees. Moreover, timber has 
been sold at throwaway prices to the proces¬ 
sing industry. Again the massive infrastruc¬ 
tural investments by the state in mining and 
the generation of electric power have been 
dictated by the requirements of industry, 
both public and private. These hidden sub¬ 
sidies are not the only costs borne by the 
public—thus industries have been allowed 
to dispose of solid, liquid, and gaseous 
wastes with scant regard for the surrounding 
population 

Where state policy has looked at the coun¬ 
tryside, it has placed its bets squarely on the 
commercialisation of agriculture. The Green 
Revolution strategy, by handsomely subsidis¬ 
ing modern irrigation and chemical inputs, 
not only increased the dependence of agri¬ 
culture on industry, but also encouraged the 
processes of social differentiation and the 
extinction of family farms. From an ecolo¬ 
gical stand-point, the most significant con¬ 
sequence has been the breakdown of com¬ 
munal institutions regulating the utilisation 
of ponds, grazing lands, and forests. In 
replicating the classic patterns of the deve¬ 
lopment of agrarian capitalism, this privati¬ 
sation of common property resources has 
deprived the poor of an important means 
of subsistence. ‘ 

This leads us, inevitably, to the division 
between town and country. Fbr if the avowed 
aim of the Green Revolution has been to 
make the country self-sufficient in food- 
grains, this is true only at an abstract 
aggregate level. It is increasingly evident that 
its real function was to supply food to a 
growing urban population, hardly to miti¬ 
gate the maldistribution of nutritive sources 
within the village. Other instances of the 
(fivCrsion of resources toward the city include 
the ukeover of agricultural land (assessed 
at 1.5 million hectares in the last tiiree 
decades) and consumption of firewood. 
Both Bangalore and Delhi consume several 
lakh tonnes of fuelwood annually, with 
wood imported from distances of a few 
hundred miles. Although much of the 
firewood comes from private farms, this 
trade is clearly as much a cause as a con¬ 
sequence of deforestation. 

The firewood trade, directly related to the 
proliferation of slums, it symptomatic of a 
deepening urban environmental crisis. For 
if, as a wag observed, Delhi is a capital in 
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search of a country, its gloss only conceals 
a multitude of sins. Pre-eminent here is the 
problem of slums. The report innovatively 
argues that rural-urban migration represents 
a "strategy on the part of peasant families 
to bring some of the city’s wealth to the 
village” (p 142). While providing lighter 
work and higher wages, the city does not 
care to provide these ‘ecological refugees— 
driven off the land by declining fertility and 
resource degradation—a home. In Bombay, 
for example, while 4.7 million slum dwellers 
presently live on 8,000 acres of land, the 
several thousand hectares of vacant land 
owned by the government could coqifortabiy 
provide alternate and far more congenial 
housing. While committed to increasing 
urbanisation, planners are also unable to 
adequately cope with urban resource shor¬ 
tages. If newspaper headlines in Calcutta, 
almost in the manner of a mystery thriller, 
report daily on the fluctuating fortunes of 
power generation, in Bangalore they are 
preoccupied with water levels in the city 
reservoir—both quintessenttally middle class 
concerns.' 

The above interpietation repicsents a pro¬ 
vocative and somewhat unorthodox view of 
the desirability of industrialisation as an end 
in Itself. Yet its roots ultimately lie in an 
interpretation of capitalist development not 
unfamiliar to left-wing scholarship. For the 
several dichotomies spelled out above are 
reflective of a division, put as simply (and 
perhaps crudely) as possible, between rich 
and poor. The ecological costs of indus¬ 
trialisation are borne almost exclusively by 
the poor. At one level, they are denied or 
restricted access to natural resources con¬ 
trolled by the state. They are at the receiving 
end, too, of inhuman work conditions, 
atmospheric and water pollution, and the pro¬ 
blems of health and physical displacement 
caused by big dams. 

Extending a class-based analysis to incor- 
’porate modern feminist debates, the report 
posits a dichotomy between man and 
woman. As with the rest of the report, 
penetrating insights are not well-integrated 
into a wider theoretical framework—none¬ 
theless, this is one of its most valuable con¬ 
tributions. Thus development programmes 
—and need it be said, the tortuous exercises 
of development economists—hardly, if ever, 
take women into consideration. It is only of 
late that scholars have begun to study such 
serious issues as the impact of fuel shortages 
and dingy homes on the health of women. 
In general, it could be said that the expan¬ 
sion of the market has a radical bias against 
women, who are closely tied to the non- 
monetised economy and who depend heavily 
on sources of biomass which are increasingly 
scarce. The transition from a subsistence to 
a cash economy, or from shifting to plough 
agriculture, also undermines the position of 
women within the household. In some 
areas, notably the Carhwal Himalaya, their 
response has been a spirited one, taking the 
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lead in forest protection and plantation. 

We come finally to the inherent bias in the 
processes of industrialisation towards pro- 
duction at the cost of conservation. Implidt 
in a strategy of imitative industrialisation are 
cumulative increases in the consumption of 
natural resources, both renewable and non- 
lenewable. In the involuted logic of develop¬ 
ment economics, the progress of a nation is 
measured in terms of consumption levels of 
wood, steel, cement, electricity, etc It need 
hardly be added that such indicators are 
quite unmindful of the social and ecological 
setting in which industrialisation proceeds. 
Here again, forestry is an outstanding ex¬ 
ample and policy has emphasised pro¬ 
gressively increasing output levels and 
shorter and shorter tree rotations. Entirely 
in keeping with this almost wilfully short¬ 
sighted approach to development, too, is the 
priority assigned to the consumption of 
fossil fuels at the expense of renewable 
sources of energy. 

Where conservation has taken its first, 
hesitant steps, it has concentrated on a few 
species—typically, spectacular animals— 
rather than on the preservation of overall 
biological (plant and animal) diversity. 'I'he 
administration has also radically interfered 
with customary forms of resource utilisa¬ 
tion, coming down with a heavy hand on the 
human populations living in and around the 
sanctuaries. Thus Project Tjgcr—considered 
the most successful conservation exercise 
world-wide—turns out on close examination 
to be oriented primarily toward the edifica¬ 
tion of the urban elite. At the same time, 
little attention has been devoted to the reten¬ 
tion of genetic diversity in varieties of culti¬ 
vated plants, and tree, animal and fish 
resources—an oversight with potentially 
damaging consequences. 

Thf Ecologic al Altfrnatim 

Like any other heuristic device, class 
analysis too can be carried to excess. And 
it has been the singular failure of Marxist 
critiques of development strategy that they 
have failed to question the ideological 
premises of state-directed industrialisation. 
This report, on the contrary, points in 
uncanny fashion to the coalescence of class 
interests with a powerful ideology of moder¬ 
nisation that has been internalised by our 
elites. This is, of course, the homogenising 
vision of modern industrialisation, whose 
most important element, as far as we are 
concern^, is the centralisation of natural 
tesources and the obliteration of earlier (and 
often ecologically sounder) systems of 
production. 

Wisely and with good reason, the report 
refuses to raise the ‘imperialism’ bogey. For 
Indian capitalism nuqi be ‘dependent* but it 
most assuredly has a will of its own, and an 
ability to enforce this will through the instru¬ 
ments of the state Although there is some 
evidence of plans to relocate polluting plants 
in the Third World, the priimry responsibili¬ 


ty for ecological degradation in India must 
be assigned to Indian industry. If Bhopal 
raised visions of an imperialist conspiracy, 
it must be pointed out that the functioning 
of the Union Carbide plant was quite con¬ 
sistent with government policy. One may also 
instance the recent hazardous leaks courtesy 
Rashtriya Chemical Fertilizers in Bombay 
and Shri Ram Foods in Delhi—Indian public 
sector and private .sector plants respectively. 
Again, while the World Bank is quire wil¬ 
ling to fund social forestry projects that pro¬ 
mote eucalyptus, the principal beneficiaries 
ate Indian paper and fibre milk.'' 

The CSF. document also clearly recognises 
a changed situation in which rural com¬ 
munities are forced to degrade their natural 
surroundings simply in order to survive. One 
example is the collection of firewood by the 
landless for sale in nearby town.s Resource 
shoitages have also led to nCw forms of con¬ 
flict within the agrarian population, notably 
between nomadic graziers and settled 
cultivators. 

The report matches its devastating ernique 
of development policy with an ambitious 
(‘hough haidly premature) set of alter¬ 
natives. The alternate forms of resource 
utilisation articulated here stem from two 
distinct sources. There arc, firstly, the con 
sciously expressed preferences ol diffcicnt 
sections of society. Thus the rich farmer’s 
preference for tubewells over canal irrigation 
reveals a healthy skepticism of bureaucratic 
management. Likewise, the social forestry 
programmes essentially represent a reaching 
out of private industry to individual farmers, 
bypassing the state. Somewhat different 
notions of property and control have been 
put forward by protest movements. 'The 
opposition to the piivatisation of lishponds 
and grazing lands, forest based inovcrncnts, 
and the Kerala fisherpcopics’ struggle all 
contrast communal sy.stems of resource con¬ 
trol to individual or state ownership. Move¬ 
ments against water pollution and the siting 
of large darns also reflect divergent interests, 
of subsistence agriculture and large industry 
respectively. 

This ‘popular’ critique is then juxtaposed 
with a ‘scientific’'® critique—i e, a careful 
consideration of technological and social 
alternatives. Using financial estimates, the 
report convincingly demonstrates that both 
mines and large dams are not as profitable 
as the agriculture they replace. However, this 
advocacy of feasible alternatives does not 
hinge primarily on economic viability - 
rather, it is argued that an environmentally 
sound technology is often socially just as 
well. Example of ‘appropriate’ technology 
include tank and well irrigation and various 
renewable energy systems. While in some 
cases the suggested alternatives draw upon 
indigenous technical traditions, in other in¬ 
stances they are innovative responses to ex¬ 
isting resource shortages. If carried out by 
landless labour, for example, “the afforesta¬ 
tion of India’s degraded public lands could 


form the core of India’s largest land reforms^ 
anti-poverty and employment generation 
programmes" (p SO). * 

These alternatives would require tte 
enactment of new laws and the enforcement 
of existing ones. In general, there is an mgai 
need to democratise information and dedr 
sion making powers concerning development 
projects. A Freedom of Information Bill,’, 
combined with institutional avenues for 
public participation, are highly recofflinend> 
cd here. While the better enforcement ot 
legislation pertaining to air and water pdUus- 
tion is a priority, methods of forestidling' 
environmental degradation prior to any pro^; 
posed economic activity could be mor# 
eftcctive - and easier to monitor—than sanc-^' 
tioiis. For example, legislation can provid^, 
for the compulsory afforestation of' thci 
catchments of river valley projects, while>. 
mining companies could be ask^ to submit'^ 
detailed reclamation plans before being' - 
granted permission to operate. ^ 

Ecoi.oGY ANU Politics ) 

As with any ambitious and trend-sMtingr 
work, this report raises far more question!; 
than it can hope to answer. While acknoamM 
(edging these inescapable limitations, thlcj 
section takes issue with some of the answen. 

The cavalier dismissal of the relationship 
between population and environmentid 
degradation is disturbing. Although Neo^ 
Malthusians often obscure the historical and 
social roots of our ecological crisis, the 
denial of any such relationship veers danger-, 
ously close to the belief, common to the old 
lelt (Mao) and the new right (Julian Simon) 
that population is the ‘ultimate resoureef,. 
The statement that ‘probably mote than 
family planning programmes, India need! 
national “ecodevelopment” programmei- 
(p 162) also poses a false dichotomy—smely. 
both are important. 

An insufficient grasp of the historical 
origins of resource conflict is a major 
weakness. Although the report recognise! 
that colonialism was a crucial watershed in 
recent ecological history it does not build on. 
that recognition. There is no mention of the 
endemic and very widespread conflict bet-, 
ween the peasantry and the colonial state, 
over forests and pasture, in which peasant!; 
articulated notions of resource use and^ 
control that strikingly anticipated the’- 
demands of contemporary movements." A- 
historical sensitivity could have greatly im-., 
proved the section on Bastar. Focusing off: 
recent movements against pine plantations 
and the Indravati dams, this section ignore! 
the tribal revolts of 1910 and 1966—thff 
former directly related to the takeover of, 
forests by the state. 

There are, too, inexplicable silences. The 
militant movements of ethnic minorities—;, 
e g, in Chotanagpur and the northeast— 
escape the attention of the repmi. While notli 
overtly ‘ecological’, a central concern of tb^w^;, 
movements has been the social dislocations. ; 
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consequent on the expropriation of natural 
rnources by the urban-industrial complex. 
As a aiUque of uneven development and the 
marginalisation of underprivileged groups, 
they have marked ecological overtones. 

I^haps this neglect is not accidental. The 
editors of the report identify as the “agents 
of change" the omnibus category of “volun¬ 
tary sector”. Undoubtedly, sevei^ voluntary 
agencies have played a valuable role in 
highlighting the ecological impact of deve¬ 
lopment projects and in demonstrating alter¬ 
nate methods of sustainable resource use. 
For traditional corporate groups of the left 
and the right (trade unions, chambers of 
commerce), wedded as they are to a vision 
of infinite economic growth, have shown 
little concern for the environmental agenda. 
At the same timq those affected by ecologi¬ 
cal degradation are often marginal and 
unorganised sections—women, children, 
tribals, poor peasants, and workers in the 
informal sector. Into this space has stepped 
the voluntary sector. 

The question may be asked—what does 
this portend for the future? The report is 
unambiguous It believes that the voluntary 
sector can play a crucial role in the restruc¬ 
turing of society, in carrying out the alter¬ 
nate strategies of development it recom¬ 
mends. In assigning almost a ‘vanguard’ role 
to voluntary agencies, however, the report 
may be committing the classical fallacy of 
*substitutionism’—i e, of equating the chosen 
agent (the bourgeoisie, the state, the party, 
or the voluntary agency) with the will of the 
constituency it professes to represent.’’ 

My own suspicion is that the editors of 
the report have been unduly influenced by 
their close association with one voluntary 
agency, the Dashauli Gram Swarajya Man¬ 
dat (DGSM). The DGSM is however as 
atypical a case as can be found. Pioneers of 
the Chipko movement, the DGSM is not for¬ 
mally attached to any political movement— 
yet they have shown little hesitation in 
mobilising villagers against what they hold 
to be wrong and motivated policies of the 
state. Their history of development work 
over the pa.st three decades has thus been 
punctual!^ by a senes of protest movements. 
Moreover, its leaders have emerged from 
within Garhwali village society.. Here again 
the DGSM is not representative of the sec¬ 
tor as a whole, where most groups arc 
dominated by urban middle<lass individuals 
and an undemocratic style of functioning 

The most serious issue, of course, con¬ 
cerns the uniqueness of the Chipko ex¬ 
perience. The Himalayan foothills are 
characterised by a relatively undifferentiated 
social structure; with most families enjoying 
ownership rights over land. This has greatly 
aided the mobilisation of the peasantry 
against the state, as well as the effectiveness 
of non-violent protest. But with severe con¬ 
tradictions existing within agrarian society 
ejaewhere; the Chipko experience is not easily 
amenable to replication. This is in fact 
recognised by most voluntary groups, who 


by concentrating on relief and infrastructural 
work, have not interfered with the distribu¬ 
tion of power within the village. 

One must therefore have serious reserva¬ 
tions concerning this identification of the 
volunuuy sector as the agents of change. To 
my knowledge, the report is unique world¬ 
wide in its documentation of the processes 
of environmental change in a country as 
large and complex as ours. Its vision of an 
ecologically conscious and socially just India 
is a compelling one. Yet, if we are to have 
a realistic hope of achieving this vision, one 
must surely envisage a solution that is in 
essence a political one. The ecological 
innocence of our political parties is not an 
adequate reason for the abandonment of 
traditional forms of political expression. 
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Caught in Contradictions of Mixed Economy 

C T Kurien 

It is evident from the Budget for 1986-87 that the Finance Minister is going neither by the recommendations 
of the Seventh Plan document nor by his own Long-Term Fiscal Policy statement. The government appears to 
be unable to generate resource from its own enterprises. It is unwilling or afraid to tax those who are rich and 
growing richer. It feels compelled to increase the outlay on so-called welfare measures. It is then left with no option 
but to fall back on indirect taxes and rely more than ever on borrowings from those who expect interest and tax 
concessions for temporarily parting with their resources to enable the government to continue its ‘development 
programmes". That simply is the fiscal ‘strategy’ that the 1986-87 Budget reflects. It is no strategy at all; only 
a matter of necessity. 


WHEN we decided, sewn after Indepen¬ 
dence, that the Indian economy would have 
a programme of planned economic develop¬ 
ment, but within the framework of a ‘mixed 
economy’, it was acclaimed as an effort to 
combine the best features of both capitalism 
and socialism. What the economic policies 
of the present administration—and the 
Budget of 1986-87 as one of their latest 
manifestations—indicate is that what was 
attempted to be a synthesis is increasingly 
turning out to be a composite error. This 
may appear to be a harsh verdict. But there 
are four recent official documents which 
provide adequate evidence to substantiate it: 
the Seventh Plan document, the Report of 
the Committee to Review the Working of the 
Monetary System (RCRWMS), the Long 
Term Fiscal Policy (LTFP) and the Budget 
of 1986-87. 

Chapters 4 and 6 of Volume I of the 
Seventh Five-Year Plan document (‘Financ¬ 
ing the Plan’ and ‘Framework of Economic 
Policy’, respectively) contain a fairly candid 
appraisal of the present plight of the fiscal 
apparatus of our system. “The trends in 
public finances during the Sixth Plan and 
the budgetary projections for the Seventh 
Plan excluding additional resource mobilisa¬ 
tions indicate the emergence of a serious 
resource crunch in the public sectoK which 
is likly to persist” says the document (para 
4.63). The preceding paragraphs spell out the 
aspects of the trends. Upto the Fifth Five- 
Year Plan the growth of tax resources has 
been proportionate to, or slightly more than 
proportionate to, the growth in GDP. But 
this did not happen during the Sixth Plan 
period. The Long Term Fiscal Policy State¬ 
ment provides the documentation. Tax 
revenue of the Centre was 7.2 per cent of 
GDP during 1971-76; rose to 8.2 per cent in 
1976-80, but came down td 7.9 per cent in 
1980-85. 

But it must be noted that this ‘resource 
crunch’ cannot be attributed to the poor per¬ 
formance or resource position of the 
economy as such. For, the Sixth Plan period 
was one of high rate of growth, an annual 
average of 5.2 per cent whidi has marginally 
at least given an upward shift to the long¬ 
term-growth rate. And gross domestic 
savings incieased from ItLSpcrcemofODF 


in the early scsentics, to 22.1 per cent in 
1984-85. So, the Indian economy’s growth 
performance has been improving; its savings 
rate has been increasing. But tax revenue has 
not been keeping pace. There is, therefore, 
no ‘resource cruch’ as such. And the Seventh 
Plan document is honest about it; it speaks 
of a serious resource crunch in the pubtic 
sector. The problem is not a lack of 
resources; it is the inability and/or un¬ 
willingness to mobilise resources into the 
public sector, fn other words, the Indian 
economy is not facing a resource crisis. But 
it is confronting a fiscal crisis. The distinc¬ 
tion is crucial in that it enables one to pin 
down the responsbility for the crisis. If it is 
a/isca/crisis and not a resource crisis, it is 
an indication of the failure of policy, the 
policy of the government and of the admini¬ 
stration. 

Let us pursue the matter further again 
relying on the Seventh Plan docummt. Paras 
4.13 and 4.14 of the document say: “An 
analysis of the various sources of financing 
the public sector outlay in the Sixth Five Year 
Plan shows that the balance from current 
revenues at constant rates underwent a sharp 
deterioration both for the Centre and the 
states. Although the additional resource 
mobilisation through budgetary measures 
undertaken by the Centre and the stetes ex¬ 
ceeded the targets originally envisaged, the 
surplus from current revenues, including the 
revertuc from additional resource mobilisa¬ 
tion efforts fell short of the original estimate 
by Rs 862 crore in the case of the Centre and 
by Rs 4,101 crore in the case of states (all 
in current prices). The surplus from current 
revenues including the yield of additional 
resource mobilisation efforts which was en¬ 
visaged to finance 28 per cent of the Sixth 
Plan public sector outlay, actually con¬ 
tribute only 20 per cent of Hnancing!’ The 
reasons for this fiasco have been spelt out too. 
First inflation increased the cost of goods 
and services bought by governmott. Second¬ 
ly, some of the large items of current outlay 
of the Central government, such as defence, 
subsidies and interest liabilities have been 
growing at a fast rate. Thirdly, the perfor¬ 
mance of state public enterprises deterio¬ 
rated oonsideraUy. The fact finding (xercise 
concludes with the observation: “The 
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development financing structure which has 
emerg^ during the Sixth Plan shows serious 
limitations in the mtter of generation of re¬ 
sources to cope with the increasing demand 
for development expenditure in the country” 
(para 4.18). Chapter 6 puts it even more bltmt- 
ly: “In India, the size of the public economy 
measured in terms of revenue expenditure 
share, has grown from 10.9 per cent of GDP 
in 1960-61 to 15.7 per cent in 1975-76 and 
further to 19.9 per cent in 1984-85. Along 
with this increase in expenditure, there was 
a more or less commensurate increase in the 
tax ratio upto the middle of the seventies; 
it ro.se from 9.0 per cent in 1960-61 to 15.1 
per cent in 1975-76. Since then, however, the 
tax ratio has not kept pace with the expen¬ 
diture ratia These tendencies have gradualiy 
eroded the capacity of the government sector 
to generate the necessary surplus to expand 
essential public services and to contribute 
to the financing of public investment. The 
process of erosion seems to have accelerated 
during the Sixth Plan period” (para 6.4). 

But why? Why did the ‘government that 
works’ allow this to happen? And why can’t 
the ‘government that works faster’ under a 
dynamic leader and with an unprecedented 
parliamentary majority correa it? 

None of the public documents mentioned 
earlier address themselves to these questions, 
and quite understandably, because these are 
awkward questions. But the data they pro¬ 
vide can be pre.ssed into service in search of 
the answers. It has been noted already that 
gross domestic savings increased from less 
than 17 per cent of GDP in 1970-71 to over 
22 per cent of GDP in 1984-85. The Report 
of the Committee to Review the Working of 
the Monetary System points out that in spite 
of these changes in the aggregate magnitude; 
the sectoral composition of savings has not 
shown much change since the early d^ of 
planning, especially as far as the household 
sector is concerned which accounted for 73.7 
per cent of the savings in 1950-51 and 74.3 
per cent in 1983-84 although it had gone 
marginally below 70 per cent in the early 
sixties and also the early eighties. The share 
of the public sector in domestic savings went 
up from 17,2 per cent in 1950-51 to 18.0 per 
cent in 1983-84 and that of the corporate 
sector declined from 9.1 per cent to 7.7 per; 
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cent during the same period. We do not have 
precise information on who among the 
households are responsible for the growing 
savings in the economy, but considering the 
fact that close to 40 per cent of the popula¬ 
tion is still below the poverty line, and on 
the reasonable assumption that another 40 
per cent cannot be much abbve that line, it 
may be inferred that only some 20 per cent 
of the households in the country and 
possibly even less, let us say 10 per cent, 
accounts for the bulk of the savings. These 
households should also constitute the con¬ 
stituency for direct taxes. But direct taxes 
which constituted 3.4 per cent of GDP in 
1975-76 came down to 2.3 per cent of GDP 
in 1984-85 according to the Seventh Plan 
document (para 4.60). 

So, the picture that emerges is that while 
the savings of a small proportion of the 
population have been steadily increasing, its 
tax burden has been decreasing. Isn’t the 
government aware of this rather peculiar 
situation? Obviously it is, but then the 
members of this affluent minority are the 
performers of the system and the govern¬ 
ment cannot afford to alienate them. They 
have some reasons to complain also. Upto 
about the end of the seventies the gross 
domestic savings grew quickly and fairly 
steadily. It reached its peak in 1978-79,24.7 
of GDP. Since then it has come down to just 
over 22 per cent. India may be able to boast 
that it has one of the highest rates of savings 
among the developing countries of the 
world, but India’s rich savers have reasons 
to complain that they have not been doing 
too well of late. They would argue that this 
IS because they have been taxed too high, and 
these disincentives must be removed, and 
they must also be provided appropriate 
material incentives if they are to abstain 
from present consumption to help the 
national economy to show a higher level of 
savings. Surely, a government committed to 
growth cannot turn down that argument! It 
has to bring down the marginal rates of 
direct taxes: it has to provide incentives to 
save—reasonable interest rates and appro¬ 
priate income and wealth tax concessions. 
No wonder then that ‘small savings’ increas¬ 
ed from a total outstanding of Rs 1,184 crore 
in 1970-71 to Rs 3,179 crore in 1975-76, to 
Rs 6,632 crore in 1980-81 to Rs 9,010 crore 
in 1983-84 and the annual receipts have in¬ 
creased from Rs 695 crore in 1970-71 to 
Rs 3,608 crore in 1983-84 and Rs 4,800 crore 
in 1985-86 (RE) and is expected in the 
1986-87 budget to go up to Rs 5400 crore. 

Since the government has to support the 
savers, what does it do? First it comes to rely 
more and more on indirect taxes. Between 
1973-76 and 1984-83 when direct taxes as a 
proportion of GDP decreased, indirect taxes 
increased from 11.7 per cent of GDP to 14.0 
per cent. But even an escalation of indirect 
taxes does not help the government, parti¬ 
cularly the Ontral government, to meet its 
growing non-developmental expenditure. 


Hence the admission in the LTFP: “The 
Centres balance from current revenue (BCR) 
has declined in recent years, from an average 
of 1.3 per cent of GDP in the 1970s to 0.7 
per cent in the Sixth Plan period. The fall 
is much more sharp and alarming when we 
look at year-wise information, which shows 
a drop in BCR from a peak of 2 per cent 
of GDP in 1978-79 to only 0.3 per cent in 
1984-85’’ (para 2.7). 

And so, secondly, the government has to 
rely increasingly on borrowings. Domestic 
borrowings by the Central government 
which constituted 2.5 per cent of GDP in 
the first half of the seventies moved upto 4.3 
per cent in the second half and to 5.2 per 
c«it during the Sixth Plan period and 
touched 6.0 per cent in 1984-85 according 
to figures given in the LTFP. Adds the 
RCRWMS: “The marketable debt of the 
Government of India which stood at 
Rs 6,958 crore at the end of March 1971 in¬ 
creased five-fold to a level of Rs 43,294 crore 
by Marcli.1984 . The rise has been rather 
sharp since 1977; in the seven-year period 
1977-78 to 1983-84 the average net amount 
raised annually was as much as Rs 4,265 
crore as against the net amount of Rs 1,080 
crore in the six-year period 1971-72 to 
1976-77’’ (para 3.4). The marketable debt of 
the Government of India constituted 17.3 
per cent of GDP in 1971 and 22.1 per cent 
of GDP in 1984. During the same period the 
marketable debt of the state governments 
increased from Rs 1,233 crore (3.1 per cent 
of GDP) to Rs 4,318 crore (2.2 per cent of 
GDP). 

The overall situation can now be sum¬ 
marised as follows: The growth performance 
of the Indian economy since the early seven¬ 
ties has Been fairly satisfactory and the in¬ 
crease in national savings during the period 
has been quite impressive. The ‘socialist* 
commitment of the government calls for in¬ 
creased public outlay for planned economic 
development. But partly because of the in¬ 
ability of the public sector to increase 
savings, and partly because of the growing 
non-development expenditure of the govern¬ 
ment, resources available to the public sector 
have been declining. Faced with this situa¬ 
tion, however, the government has been 
refusing to increase direct taxes on the 
minority of those whose incomes and 
accumulation have been increasing. Instead, 
they are being given concessions and sub¬ 
stantia] material incentives to go on accu¬ 
mulating. Through a regime of increasing 
indirect taxes, the government has been pas¬ 
sing on the burden of fiscal operations to 
the poorer section in the country whose 
burden is also growing because of steadily 
rising iHices which is partly at least caused 
by the increasing deficits of the government. 
Tlie government is also coming to rely in¬ 
creasingly on borrowing ftom those who can 
afford to lend, in turn paying them interest 
for enabling the government’s ‘socialist’ pro- 
granunes of support to the poor! 


But perhaps socialism, even fake soaalism, 
has nothing to do with this plight of the 
government. We have it on the authority of 
Nobel-laureate John Hicks that in days yore 
too hard up governments had the habit of 
borrowing from the rich and giving conces¬ 
sions to them for services rendered while 
passing on the burden of taxation to the 
poor. In our rapid strides towards the 21st 
century it may not be entirely out of place 
to be reminded about some of the happen¬ 
ings of the past. “Long-continued recourse 
to the tax-exemption method tends to result 
in a situation where the poor are still pay¬ 
ing taxes, while the rich (who purchased ex¬ 
emption irs the past) are largely exempt; a 
condition which has become a regular 
symbol of rottenness in finance, associated 
with the fall of the monarchy in France and 
perhaps in Russia also. Parting with state 
property, and parting with taxing power, 
obviously weaken government We can trace 
their effects in the rum of Charlemagne’s 
empire, and in the ruin of the Holy Roman 
Empire of Germany that succeeded it. It is 
the same story under the early Stuarts in 
England. It would not be sutpnsing if it were 
a part of the explanation of that greatest of 
historical mysteries, the decline and fall of 
the original Roman Empire itself (Tohn 
Hicks, “A Theory of Economic History’’, 
1969). 

Enter now the Budget of 1986-87. In con¬ 
cluding his unusually long Budget speech, 
the Finance Minister said: “My principal 
priorities in this Budget were to strengthen 
the public sector, to provide a further thrust 
to the anti-poverty programmes, to promote 
self-reliance, and to provide relief to the 
common man. I have provided an increase 
in the Plan by 20.5 per cent despite resource 
constraints. We will be financing over 40 per 
cent of the Seventh Plan in the first two years 
in real terms, which is an achievement in 
itself. I have increased outlays for major 
anti-poverty programmes by nearly 65 per 
cent in keeping with our socialist goals. New 
schemes are being introduced lor the benefit 
of rickshaw puliers, cobblers, sweepers, 
porters and others among the urban disad¬ 
vantaged groups. Interest rates on Provident 
Fund contributions is being mcreased for the 
benefit of workers and the self-employed. I 
have provided tax relief to the fixed income 
groups. And 1 have given incentives for im 
port substitution and export promotion, 
besides introducing several measures of 
rationalisation.” 

Pray, how does a Finance Minister achieve 
all this faced with “the serious resource 
crunch in the public sector"? Elementary, my 
dear Watson! And here is the arithmetic. Let 
us start with the expenditure side. The total, 
of course, is Rs 52,862 crore, with Rs 20,995 
crore for Plan Expenditure and Rs 31,867 
crore for Non-Plan Expenditure. And in the 
Plan Expenditure Rs 1,509 crore (7 per cent 
of total Plan expenditure and 2.8 per cent 
of total expenditure) is set aside for Rural 
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Development, including Rs 428 crore for 
Integrated Rural Development Programme, 
Rs 443 crore for National Rural Employ¬ 
ment Programme, Rs 633 crore for Rural 
I^andless Employment Guarantee Pro¬ 
gramme and Rs 4 crore for land reforms, all 
meant for the benefit of oiir rural poor- 
say, some 250 million people. Of the Non- 
Plan Expenditure of Rs .11,867 crore. 
R$ 1,892 crore will go to the states and 
Union Ibrritories as grants and loans, 
Rs 3,180 crore as non-Plan dcvelopnicnt ex¬ 
penditure. K.S 4,S76 crore for administration, 
Rs 4,741 crore as subsidies, Rs 8,728 crore 
for defence and Rs 8,750 crore as mteresi. 
Or to make it simpler, out of every rupee that 
the Government of India will spend in 
1986-87, approximately 40 p will be for the 
annual plan of which a little less than 1 p 
will be for the substantially increased anti¬ 
poverty programmes, I*'! p will be trans¬ 
ferred to the states ami Union Tfen itones, 6 p 
will be for non-plan development expen¬ 
diture, close to 9 p will be for administra¬ 
tion, a little less than 9 p will be for sub¬ 
sidies, 16'/: p will be for defence, and close 
to 17 p will be for interest payments. 

That one rupee to be spent will be raised 
as follows; 43 p from taxes (of which a little 
less than 17 p will be from direct taxes and 
the rest from indirect taxes), 13 p from non 
tax revenue, thus accounting for 56 p and 
the rest will be borrowings of various 
sorts—32 p internal borrowings, a little less 
than 6 p external borrowings and close to 
7 p left as deficit. 

This being the story, it is evident that the 
Finance Minister is going neither by the 
recommendations of the 5>cvemh Plan docu¬ 


ment not even by his own Long Tferm Fiscal 
Policy statement. According to the former: 
“The Seventh PJan has been drawn up on 
the assumption that non-Plan expenditures, 
of the Central and state governments will 
grow at around 5 per cent in real terms, i e, 
at rate equal to the growth rate of GDP” 
(para 6.12). But the Central government’s 
non-plan expenditure has gone up from 
Rs 27,548 crore in 1985-86 (BE) to Rs 31,867 
in the 1986-87 Budget, an increase of over 
15 per cent. Indeed the revised estimate for 
1985-86 itself showed an increase of close 
lo 9 per cent over the Budget estimate. The 
Plan provides for only a “moderate volume 
of deficit financing at the Centre”, but the 
overall deficit of 1985-86 increa.sed from 
R.s 3,316 crore in the Budget e.stimate to 
Rs 4,490 crore m ihe revised estimate and 
the 1986-87 Budget provides for another 
huge deficit of Rs 3,650 crore. The Plan 
document had asked for an increase of 
aggregate tax ratio from 16.3 per cent of 
GDP in 1984 85 to 18.3 pei cent in 1989-90. 
But the Budgets of 1985 86 and 1986-87 
show no movements in that direction. The 
document had expressed concern that Ihe 
proportion of direct taxes was going down 
and of indirect la.xes going up, and had 
stated that that trend needs to be leversed. 
That i.s not happening either. And on loan 
financing the Plan document had stated: 
"Owing to depletion of budgetary savings 
and the inability ol the public enterprises to 
adequately contribute to the financing of 
their plan outlay through their own re¬ 
sources. the government had to rely increas¬ 
ingly on domestic borrowings for financing 
public sector plan outlays .. Greater 


dependence on borrowings luu'impliM^ns 
in terms of increasing the burden on the 
government budget for meeting Int^t 
payments as well as repayment of the prin¬ 
cipal amount ... This trend is quite indi¬ 
cative of the nature of resource erosion” 
(para 4.]7). In the light of this, the document 
calls for restructuring the present pattern of 
development flnancing so as to rectify emer¬ 
ging imbalances and “maintain sound finan¬ 
cial planning". Bqt the Finance Minister has 
chosen to rely more on borrosvings. 

Even the LTFP statement expresses con¬ 
cern over the government's recourse to bank 
credit and proposes that domestic bor¬ 
rowings which had risen to 6.4 per cent of 
GDP in 1985-86 should be brought down to 
5.6 per cent in 1986-87 and to 4.2 per cent 
by 1989-90. An absolute increase in bor¬ 
rowings can still turn out to be lower in pro¬ 
portion to GDP if GDP increases sufficient¬ 
ly, but there is no evidence that the Finance 
Minister’s 1986-87 strategy is based on any 
such calculation. 

The fact is that it is no strategy at all: only 
a niatter of necessity. The government 
appears to be unable to generate resources 
from its own enterprises, ft is unwilling or 
afraid to tax those who are rich and growing 
richer. It feels compelled to increase outlay 
on so-called welfare measures. Then it is leB 
with no option except to fall back on indirect 
taxes and rely more than ever on borrowings 
from those who expect interest and tax con¬ 
cessions for temporarily parting with their 
resouices to enable the government to con¬ 
tinue its 'development programmes’. That 
.simply is Ihe fiscal ‘strategy’ that the 1986-87 
Budget reflects. 
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Fiscal Policy, Projections and Performance 

S Guhon 

The Budget for 1986-87 is the first one to follow the publication of the Seventh Plan and the Long lerm fm al 
Policy (LTFP). The Plan document gives the latest estimates in regard to the financing of the Sixth Plan and 
sets out a specific scheme for the financing of the Seventh. The LTFP provides a historical resiev, of budgetary 
trends, identifies the major issues that have emerged, and projects the pattern of Plan and non-Plan financing 
for 1985-90. The Plan and the LTFP outline the desirable directions in which fiscal pohcv ought to evolve We 
thus have a quantitative and qualitative framework with reference to which the first two budgets of the pn sent 
government can be assessed 

There is, however, already a significant slippage with reference to the projections in the Plan and the HIP 
The problem is not lack of policy but lack of success or seriousness in tackling the politual ana administrative 
obstacles in its implementation 


IN the event, the Union Budget for 1986 87 
has not generated many immediate ripples 
The Long Term Fiscal Policy (ITFP, 
December 1975) had given a pre view of the 
direct tax proposals On the side of indirect 
taxes, the implications of MODVAT will take 
time to be felt, and the increases in customs 
duties, although sizable, do not have an im 
mediate impact on any particular class of 
producers or consumers There are no ex 
citing announcements on the expenditure 
side Altogether, therefore, the budget has 
been a placid one 

On the other hand, the student of longer 
term budgetary trends will find much that 
IS of interest in this budget since it is the hrst 
one to tollow the publication of the Seventh 
five Year Plan in November 1985 and the 
LFfP, CO terminous with the Plan, which 
was issued a month later The Plan docu 
ment gives the latest estimates in regard to 
the financing of the Sixth Plan (1980 85) and 
sets out a specific scheme for the financing 
of the Seventh (1985 90) The ITFP provides 
a historical review of budgetary trends, iden 
titles the major issues that have emerged, 
ind projects the pattern of plan and non 
plan financing for 1985 90 Both the Plan 
and the LTFP outline the desirable directions 
in which fiscal policy ought to evolve We 
thus have a quantitative and qualitative 
framework with reference to which the first 
two budgets of the new government, which 
relate to the initial years of the Plan and the 
LTFP, can be assessed 

budgetary Trends, 1975 85 

Ikble 1 summarises budgetary transac 
tions of the Centre and the States during 
1975 85 and brings out the basic trends in 
the structure of government financing in this 
decade. The following features can be noted 

(i) The Central budget recorded revenue 
surpluses in each year between 1975-76 and 
1978-79 The situation changed to a revenue 
deficit of nearly Rs 700 crore in 1979-80 
which was the first year of the award period 
of the Seventh Finance Commission which 
doubled the share of $tates in Union excise 
duties from 20 to 40 per cent From this year, 
the Centrefs revenue position shifted from 
traditional surpluses into deficits and W 
1984-8S, the Centre's revenue deficit had 
widened to about Rs 3,500 crore. 


(ii) The States have had revenue surpluses 
throughout 1975 85 Consequent on the 
award of the VII Finance Commission, their 
combined revenue surplus peaked at about 
Rs 1,550 crore in 1979-80 but since then it 
declined more or less steadily to about 
Rs 600 crore in 1984 85 indicating that over 
time revenue surpluses with the States have 
been eroded because of expanding current 
expenditures 

Oil) Given widening revenue deficits in the 
Centre and declining surpluses with the 
States, the combined revenue position of the 
Centre and States has sharply worsened 
from an average annual surplus of Rs 1,400 
crore in 1975 80 to an average annual deficit 
of about Rs 860 crore in 1980 85 

(iv) The net c.'ipital account in both C entre 
and States has almost always been negative 
in this decade but the trends have differed 
at the two levels of government On an 
average annual basis, the Centre’s deficit on 
capital transactions has nairowed Irom 
Rs 1,317 crore in 1975 80 to Rs 126 crore in 


1980 85 ovei the sum i>tiu>d the Slates 
capital dcfieit h ts iiieicased tioni Ks l,0IJ 
crore to Rs 1 796 eroic and the combined 
capital defic t h,iv maiiiiiallv declined tioni 
about Rs 2 10(> to Rs 2 100 iroa 
(v) laking rcseiiiic and c ipital together, 
the C enties avciaic iiinu il ovet ill deficits 
have doubled lioni Ks I 07t cioic in 19''5 80 
to Rs 2 I'th ciorc III 19S0 85 Ihe Stttes 
ovciall positio 1 h IS woiscni d fioin a suiplus 
of Rs 144 ciOK 111 1975 80 to i deficit of 
Rs 825 eiorc i 1980 HS I oi both togethei, 
average annual eveiall detieits hive more 
than trebled Irei ii Rs 910 crore iii 1975 80 
to Rs 2 983 <1011 in 1980 8s This large 
worsening is whollv due to iht dcteiioiation 
in the revenue deficit 
cl he Tihle ilso oriiigs out an important 
structural shilt in the pattern ol fiiiincing 
which has emeiged in 1980 85 as compared 
to 1975 80 5\ hilc in the first peiiod n venue 
surpluses were able to cover about 60 per 
cent of net capital uutla>s with deficit tinan 
cing niieting the balance deficit liniiictpg 


Tabic 1 BuDe.erARy Posit ion oi C Kviiir and Siaiis 1975 85 

(Hr crore) 

Centre States Centre and States 

War Revenue Surplus Overall Revenue Surplus Overall Revenue Surplus Overall 
Surplus or Suiplus Surplus or Surplus Surplus or Surplus 

or Deficit or or Deficit or or Deficit jr 

Deficit on Deficit Deficn on Defiat Deficit on Dcliui 

Capital Capital C apital 

IVaiisa- Tmnsa Iransa 




ctions 



CtlCMSS 



actions 


1975-76 


-1252 

-366 

+971 

-896 

475 

4 1857 

2148 

291 

1976-77 

+ 299 

-430 

-131 

+ 1111 

1061 

4 50 

t 1410 

1491 

81 

1977-78 

+430 

-1363 

-933 

+ 1020 

-1249 

229 

4 1450 

2612 

1162 

1978-79 

f292 

-1798 

- 1506 

+ 1135 

-125 

4 1010 

+ 142'’ 

1923 

496 

1979-80 

1975 80 Annual 

-694 

1739 

-2433 

+ 1548 

1735 

187 

4 854 

3474 

2620 

Average 

+243 

-1317 

-1074 

+ 1157 

-1013 

+ 144 

+ 1400 

2330 

930 

1980-81 

-1716 

-863 

2579 

+ 1483 

2382 

897 

231 

3245 

3476 

1981-82 

-294 

-1098 

-1392 

+ 1379 

2399 

1020 

4 1085 

3497 

2412 

198^83 

-1255 

-401 ‘ 

-1656 

4 888 

1708 

820 

367 

2109 

2476 

1983-84^ 

-2397 

+930’ 

-1417 

4 516 

-969 

-453 

1881 

+ 11 

1870 

1984415* 

1980-85Annual 

-3497 

-250 

-3747 

4 585 

-1520 

-935 

2912 

1770 

4682 

Average 

-1832 

-326 

-2158 

+971 

1796 

-825 

861 

2122 

2983 


1 Excludes Rt 1,743 crore of medium term loans to the States to clear overdraft^ 

2 Figures rdating to the States are Reviied Estimates 

3 Excludes Rs 400 crore of medium term loans to Sutes to clear overdratts 

4 Figuree relating to the States are Budget Bstunates 

Source Central Budget documents and RBI Surveys of State Fmauccs 
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has been used to cover AoM revenue and 
ciqntal deficits in the latter period Since the 
capital deficit has actually declined between 
the two periods, the mciease in deficit finan 
cing has been applied entirely to meet the 
worsening in the revenue account 1 he pro¬ 
portion of deficit financing used tor meeting 
the current account gap has sharply risen 
from 6 6 per cent in 1980 81 to 66 2 per cent 
by I984-8S 

Nl r RBI CRFUII 

We have so far discussed only budgetary 
deficits but, as is well known, the changes 
in net RBI credit to governments gives the 
full picture of the monetary impact of fiscal 
operations This is because it includes not 
only treasury bills financed by the RBI but 
also the RBI’s holdings ot long dated 
government securities, the economic effect 
of which IS the same as its holdings ot 
treasury bills It is m this light that the 
Finance Minister has acieptrd in piinciplc 
the recommendation ot the Lhakravarty 
Committee on the Monetary System that a 
new definition of the budgetary deficit is 
necessary to include changes in net RBI 
credit to government including changes in 
the holdings of long dated securities Table 
2 will show that there has been a very large 
increase in net RBI credit to governments 
between the two quinquennia and that its 
growth has been significantly sharper than 
that of budgetary deficits As the Chakra 
varty Committee has pointed out, the single 
most important factor that has influenced 
monetary expansion since 1970 is the 
“phenomenal increase’ in reserve money of 
which the ma|or component was the increase 
in RBI credit to government’’ on which the 
Central Bank had little control”' 

Dl m ITS IN 1981 86 AND 1986 87 

lUrning in the light ol these trends to the 
Central budgets for 1985 86 and 1986-87, we 
find that estimated deficits have become 
much more pronounced as Ihble 1 will show 
We could expect in all likelihood that final 
deficits, revenue and overall, will turn out 
to be higher than those indicated in this 
Thble^ This will be especially true for 
1986-87 on account of likely increased ex 
penditure on items such as revision of 
salaries and allowances, States’ overdrafts,' 
Central assistance fur relief of drought and 
floods, the impact of adinmislerc'd price 
increases on the C entre’s c*xpendilures, and 
under-eStimation of non Plan expenditures 

These caveats apart^ the lablc even as it 
stands brings out the large and progressive 
increases in the revenue deficit in 1985-86 
and m 1986 87 During 1980-85, the Centre^s 
revenue deficits amounted on an average to 
9.1 per cent of its revenue expenditure The 
corresponding proportions are as high as 
17 7 per cent in 1985-86 RE and 18 7 per cent 
fat 1986 87 BE. On the capital side, tradi¬ 
tional deficits have turned into surpluses 
Indicating that the(;entre has been willing 


and able to borrow more than what it needs 
tor Its net capiul transactions with the 
surplus borrowing and the whole of deficit 
financing being utilised to cover the revenue 
deficit 

Stvi-NiH Plan Financino PAtrtRN 
AND Buix.l 16 FOR 1985 87 

Ikblc 4 gives the finaunng pattern for the 
VII Plan and alongside it the actual fman 
cing pattern realised in the VI Plan accor¬ 
ding to the latest available estimates In 
terms ot the mam sources the two schnnes 
compare as follows 


(Per cent to Total 
PJan Resouues) 

VI Plan VII Plan 

(1) Cuirent surpluses 
(budgetary and from 

enterprises mclud 
ing additional re 

source mobilisation) 16 7 416 

(2) Borrowings and 
other capital 

receipts (net) 49 2 so 6 

(3) Deficit finanv-ing 14 I 7 8 

too 0 l(X) 0 

In effect, the preferred scheme for Plan 
tmancing in 1985 90 postulates vis a \is the 
VI Plan that the relative contiibution from 
borrowings and other capital receipts will be 
more or less held constant and that from 
deficit financing will be reduced with tne 
contribution from cuirent surpluses being 
increased to a countervailing extent 
The current surplus contribution will have 
to come from the balance from current 
revenues at 1984-85 rates of taxes and tariffs 
(BCR) and horn additional resource mobi 
lisation (ARM) on the part of governments 
and public sector enterprises (PSLs) at the 
Central and state levels The relative con- 
tnbutions to total current account surpluses 
projected from these sources is brought out 
in Thble 5 The tqllowing features can be 
noted 


(i) The states are expected to make much 
higher contnbuuon than the Centre in terms 
of both BCR and ARM The Centre’s con¬ 
tribution to current surpluses includuig its 
ARM will be negative 

(it) PSEs in the Centre and sutes are ex¬ 
pected to contribute as much as 78 6 per cent 
to the current surpluses with Central PSEs 
having a share of 69 per cent 

( 111 ) The major burden in raising addi¬ 
tional resources for the Plan, will fall on the 
PSEs and the state governments. The PSE’s 
share in total ARM will be 52.4 per cent in 
the VII plan as compared to 38.9 per cent 
in the Sixth In the budgetary contribution 
to ARM, the states are expected to bear 61,2 
per cent m the VH Plan as compared to their 
share of 34 8 per cent in the VI Plan 
Together, the PSEs and state governments 
are called upon to undertake 81.5 per cent 
of the ARM effort while the Centre’s share 
will be limited to 18 5 per cent. The extent 
to which the Centre has taken a back seat 
in the additional resource mobilisation effort 
vividly comes out from the fact that bud¬ 
getary ARM at the Central level in the VII 
Plan has been projected at Rs 8,250 crore 
which IS 63 per cent of what the Centre was 
able to do m the VI Plan On the other hand, 
the slates are faced with a VII Plan ARM 
target of Rs 13,012 crore which is 186 per 
cent of their achievement in the VI Plan, this 
Tigure Itself being 170 per cent of the ongmal 
ARM target of Rs 4.134 crore assigned to 
the states in the Sixth Plan 

Ikble 6 compares rinancing of the Central 
Plan in 1985-86 and 1986-87 according A 
present estimates with the VII Plan scheme 
finalised as recently as November 1985 The 
performance of the Centre and its PSEs in 
raising resources for the Plan in its imtial 
years has been very disappointing as will be 
evident from the following 

(i) While the Plan assumed that the 
negative contribution to Plan lesources from 
the Centre’s current account will be con¬ 
tained at - 2 9 per cent, the current account 
deficit has worsened to -10.4 per cent m RE 


TabwE 2 Chanoes in Net RBI Credit to Governments 


(Ksaxm) 


Net RBI Credit 

Net RBI Credit 

Budgetary Deficit 

Ibtal 


Annual Averase 

Centre and States 
Annual Average 

1973-80 5835 


1167 

-930 

198(F8S 21322 


4264 

-2983 

Source Government of India, Economic Survey (various issues) and Ikble I. 

Table 3 Deficits in the (TemiiAL Budoet 





(Re crone) 


Revenue 

Deficit on Cajdud 

Overall 


Deflat 

lYanMctions 

Defldt 

1980-85 Annual Average 

-1832 

-326 

2158 

I98S-86 RE 

-3940 

-1-1450 

-4480‘ 

1986-87 BE 

-6874 

-t-3224 

-3650 


Note 1 Excludes Rs 1,628 crore of medium term loans to States to clear overdrafts. 
Sower. The Central Budget for 1986-87. 
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1985- 86 to -11.6 pfr cent in BE 1986-87 
Current tccount deHcits in 198S-86 and 

1986- 87 Which add up to Rs 6,295 crore are 
lubstantially higher than the deflcit of 
Rs 3,761 crore projected for the enure Plan 
pen^ AltOk as pointed out earlier, actual 
deRats in 19M-87 mi^ in all likelihood turn 
out to be higher than those projected at the 
budget stage 

( 11 ) Defiat finanang has risen to 16 4 per 
cent of aggregate Plan resources in 1985 86 
RE which IS substantially higher than 10 9 
per cent projected in the Plan 

(ui) There is a very large increase m capital 
receipts other than market borrowings from 
22 1 in the Plan to 411 per cent in 1985 86 
RE This presumably reflects the effect of 
oil sector PSE profits which are held in 
deposit with the Central government and are 
d form of borrowing Their exhibition as 
part of budgetary resources underestimates 
the contribution from PbEs and also helps 
to underplay the budgetary deficit since a 
larger gap would have emerged in the 
Centre’s accounts if these funds had been 

(iv) The significant decline in the PSF’s 
resource support to aggregate Plan resources 
and to the Central Plan comes out clearly 

ADDIl tONAL MOBILISAI ION A1 nifc 
ClNIRAl I bVtl 


The ARM effort in the Central budget as 
reported for the first two years of the VII 
Plan IS ds follows * 



1985 86 

1986 87 

Direct taxes 

122 

21 

Indirect taxes 

600 

467 

Total 

478 

488 

States’ share 

134 

43 

( entre's share 

344 

445 


IVvo qualifications need to be made about 
these figures Firstly, they do not take into 
account revenue sacrificed in 1985 86 in 
income-tax (Rs 200 crore), wealth tax (Rs 70 
crore) and corporate tax (Rs 200 to 250 
crore) since they were expected to be offset 
through bettei collections and from the 
withdrawal of concessions and exemptions 
in company taxation Secondly we must 
recall the statement in the Plan document 
(paragraph 4 54) that “in the case of both 
the Centre and the states, any erosion in their 
contribution of resources estimated dt the 
base level would have to be offset by raising 
addnional resources over and above the 
revenue envisaged to be raised by fresh 
measures for financing the Plan In othei 
words, additional resource mobilisation 
effort would be assessed net of deteriora¬ 
tion” The yield from the budgetary ARM 
over the first two years will be of the order 
of Rs I.1(X) crore while the deterioration, 
without taking ARM into account, can be 
estimated to be of the order of Rs 2,100 
crore.^ Strictly applying the Plan’s concept 
of ARM, the mobihMtion in the first two 


years has thus come to nought 

Even in nominal terms, the yield over the 
Plan period of the measures m the first two 
years which will be Rs 3,500 crore leaves a 
large balance of Rk 4,750 crore to be made 
up if the target of Rs 8,250 crore is to be 
achieved Meeting this gap will entail annual 
average taxation m the remaining three years 
of nearly Rs 800 crore which would appear 
clearly infeasible. 'We had earlier noted that, 
relative to the PSEs and the states, the ARM 
target in the Centre’s budget was a veiy 
modest one*Fven so this target is not likely 
to be met even nominally let alone in real 
terms 

IJIRtCT TAXtS 

The LTEP had laid down that “an im 
poriant objective of fiscal policy must be to 
reverse the decline in the share of direct taxes 
over the long term” and on this basis had 
projected that the share of direct taxes in the 
C entre’s tax revenue would go up from 19 2 
per cent in I98S 86 BE to 22 3 per cent in 
1989-90. Quite contrary to this stated objec 


tive; as we have already seen, incremental 
taxation in the first two years of the Plan 
has been entirely from indirect taxes while 
revenue from duect taxes has been sacrificed 
Ihble 7 shows the steadily declining trend 
in the 1970s and early 198te in the share of 
direct taxes, particularly in the personal in¬ 
come tax This share has been brought down 
further in the last two budgets A bnef 
review ot tax changes since 1980 will indicate 
the senes of concessions that have been ex¬ 
tended to income tax payers who are in the 
upper crust constituting less than one per 
cent ot the country's earners The suaharge 
of 20 per cent was reduced to 10 per cent 
in 1980 81 and entirely abolished in 1985-86, 
after a slight increase to 12 5 per cent in 
1983 84 The exemption limit was raised m 
1981 82 from Rs 12.000 to Rs 15,000 and 
further to Ks 18 000 in 1985 86 These in¬ 
creases have nearly halved what was (ven 
earlier a relatively small base of assessees 
The standard deduction toi salaried persons 
has been progressively raised from Rs 3,500 
to Rs 5.000 (in 1981 82) to Rs 6,000 (in 


TvBii4 Hi VN Finvncin* Pmii rn iv VI vnu Vll Pi vn 

(Rs {tore) 




VI Plan 



Vll Plan 



(cntic 

States 

Total 

(time 

St lies 

Total 

Budgetars Rtsuurrc 

8706 

13333 

220.39 

3"6I 

19771 

16813 


(110) 

(12 5) 

(19 9) 

( 2 9) 

(18 8) 

(8 9) 

Balance from current 







resources (IK R) 

442-’ 

6120 

1K91 

I20II 

6'’62 

5249 


( 5 6) 

(20 1) 

(1 7) 

( 9 1) 

(111) 

(2 9) 

Additional resouice 







mobilisation 







(ARM) 

13113 

•’013 

20146 

8250 

13012 

21262 


(16 6) 

(22 4) 

(18 2) 

(6 4) 

(25 5) 

(11 8) 

Public Sector hnlcrpiiscB 

18118 

516 

18631 

51694 

7231 

58923 


(22 8) 

(1 6) 

(16 8) 

(10 0) 

(14 2) 

(32 7) 

BCR 

12418 

6608 

5810 

17454 

1969 

35485 


(|5 6) 

( 211) 

(5 2) 

(29 0) 

( 19) 

(19 7) 

ARM 

>700 

7124 

12824 

14240 

9200 

23440 


(7 2) 

(22 7) 

(II 6) 

(II 0) 

(18 1) 

(110) 

Market borrowings 

17401 

4719 

22120 

20620 

9942 

10562 


(219) 

(15 0) 

(20 0) 

(16 0) 

(19 5) 

(17 0) 

Other capital receipts (net) 

15750 

8(4i5 

23815 

28486 

14014 

42500 


(19 8) 

(25 7) 

(21 5) 

(22 1) 

(27 5) 

(21 6) 

Fxteinal resouices 

8529 


8529 

18000 


I8(X)0 


(10 7) 

( ) 

(7 7) 

(119) 

( ) 

(100) 

Deficit financing 

10927 

4757 

15684 

14000 


14000 


(13 8) 

(15 2) 

(14 1) 

(10 9) 

1 ) 

(7 8) 

Resources for the Plan 

79411 

11190 

I1082I 

129019 

50961 

180000 


(100 0) 

(100 0) 

(100 0) 

(100 0) 

(100 0) 

(100 0) 

Note I igures in brackets are percentages lo column totals 




Sources Government ot India 

The Seventh hive Yeai Plan 

1985 90 



Thble 4 7 for VI Plan estimates and Appendix III lu chapter 4 for Vll Plan projections 

Table S Shares in Current Account Surpiuses kih VII Pian 








(Pier Cent) 

Centra 

States 

Total 








Grand 

Oovt 

PSEs 

Govt 

PSEs 

Govt 

PSEs 

Tbui 

BCR -160 

500 

90 

27 

70 

47 3 

403 

ARM no 

190 

174 

12 3 

284 

313 

597 

-50 

690 

264 

96 

214 

78 6 

10000 


Souretr Derived from Thble 4 
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Our ideal at UCO BANK is zero-complaint operation But 
there may fall a shadow between the Ideal and the real If 
complaints do arise, our customers are requested to feel free 
to meet our Chief Executive or Operational Chiefs 


Chairman & Managing 
Director and 
Executive Director 

Zonal Managers 
Divisional Managers 
Branch Managers 
If i5th be a holiday, the 


I Head Office 

Their Zonal 
Offices 

Their Divisional 
Offices 

Their 

Branches 

next day, at the sai 


Between 
3pm and 5pm 

3pm and 5pm 
3pm and 5pm 
3pm and 5pm 


same time. 


We mean promptest service at the counter and look forward 
to a relation of mutual trust and friendship, with our customers. 


1986: The Year of the Customer 




UCO BANK 


PRFsbMAN 



1983-84) and to Rs 10,000 (in 1986-87). The 
maximum slab rate has been reduced from 
60 to 55 per nnt (1984-85) and from then 
to 50 per cent (1985-86). With the eUmina- 
tion of the surchaige, the maximum rate has 
declined over five years from 71 per cent (in 
1980) to 50 per cent in 1985. Concurrently, 
restructurings in the income tax rate 
wealth tax and gif) tax concessions, 
and the abolition of estate duty have all con¬ 
tributed to a signiHcant reduction in the pro- 
gtessivity as well as the average incidence of 
direct taxes on personal incomes and wealth. 

Evasion 

These concessions have been rationalised 
on the ground that they would induce better 
compliance and higher tax collections. The 
LTFP, the Economic Survey and the Finance 
Minister have all taken much satisfaction in 
the fact that between 1984-85 and 1985-86 
RE, income tax-receipts have gone up by 24.3 
per cent and corporation tax by 22 per cent. 
Impressive as the growth is, the key issue for 
tjie future is how much of it is due to volun¬ 
tary compliance and how much to the regime 
of immunity-cum-raids in 1985-86. The im¬ 
munity will expire at the end of 1985-86 and 
delinquents have been promised that higher 
incomes reported in 1985-86 will not be used 
to query the level of incomes that may be 
reported thereafter. Search and seizure pro¬ 
cesses, even if they were to continue un¬ 
abated, are bound to yield diminishing 
returns once the immunity is withdrawn. It 
is interesting that the Budget itself projects 
income tax growth at only 7.6 per cent in 
1986-87 while receipts from corporation tax 
are expected to be stagnant: it is also 
noteworthy that at constant rates in both 
years, income tax receipts were up by as 
much as 39 per cent during the Emergency 
in 1975-76-over the previous year. It is fear 
and fear alone rather than voluntary com¬ 
pliance induced by lower tax rates that seems 
to work. Whether fear can be sustained 
under “normal” conditions is the question. 

We may also try to gain some idea of the 
extent of inroad made into concealed in¬ 
comes in 1985-86. The National Institute for 
Public Finance and Policy estimated, on a 
careful and conservative basis, that incomes 
that are taxable but not reported to the tax 
authority (i e, black money) were of the 
order of Rs 32,000 to Rs 37,000 crore in 
1983-84. The average income-tax incidence 
was estimated at 34.6 per cent in that year 
and could be estimated at 27.4 per cent in 
1985-86 because of the tax reliefs since then. 
Using these parameters, the higher income 
tax receipts in 1985-86 could be estimated 
to have “unparthed” about Rs 3,800 crore 
of taxable income, i e, about 11 per cent of 
estimated black money. In other words, 
about 90 per cent of concealed incomes con¬ 
tinue to remain in the nether world. 

Additional Mobilisation: States 

The full picture in regard to the ARM 
effort of the states in the first two years of 
thePUn is not yet SMulable In 1985-86, data 
relating to 13 states indicates that budgetary 
measures were put through to raise addi¬ 


tional revenue to the tune of Rs 488 crore.* 
tW have earlier seen that the states have been 
assigned a relatively large ARM target of 
about Rs 13,000 crore in the VII Plan. If this 
is to be achieved, they would have to under¬ 
take measures for about Rs 1.000 crore 
annually in the last four years. Given the per¬ 
formance in 1985-86, and on the basis of 
state budgets presented so far for 1986-87, 
it seems .very doubtful if the target will be 
reached. 

Public Secjor ENTF.kPRists 

The yield over the Plan period from 
additional resource mobilisation measure.s 
by the railways and P and T in the first two 
years of the'Plan will be about Rs 2,780 crore 
which is higher titan the Plan target of 
Rs 2,750 crore. The net yield will however 
have to take into account the deterioration 
in the BCR of the railways which inter-alia 
would have taken place from coal and diesel 
price increa.ses. As far as other PSEs arc con¬ 
cerned, there was some improvement in their 
financial performance in 1984-85 and a 
hopeful trend in 1985-86.’ De.spilc this, as 
Table 6 .shows, their contribution to the Plan 
in Its first two years is substantially less than 
original expectations. The Plan anticipated 
that PSRs would raise additional resources 
not only through “tationalisation of their 
pricing policy” but also “by other measures 

I -'HI 1 6: Cr-MR-si Pi a.n Finvm inu in 1985 86 am> 1986-87 

(/is crore) 

Vll Plan 1985-86 KE 1986 87 BE 

77.315 204% 20995 

(601)) (74.8) (70.8) 

3761 2840 - 3455 

(2.9) ( 10 4) (11.6) 

20620 5100 6430 

(16 0) (18.6) (21.7) 

28486 11246 11420 

(22.1) (4I.I) (38.5) 

18()0» 2500 2950 

(13.9) (9.1) (9.9) 

14(X)0 44% 3650 

(10 9) (16.4) (I2..3) 

.’>1691 686;i 8683 

(40 0) (2S 2} (29.2) 

129039 27359 29678 

(HX)0) OiWO) (100.0) 

13505 7265 7378 

95534 20094 22300 

‘13840 13231 13617 

(45 9) (65.8) (61.1) 

51694 6863 8683 

(.54.1) (34.2) (38.9) 

Note: Figures in )>rackets arc peiccntagc.'- to column totals. 

Source: VII Plan dociimcnl and Ontial Budget documeiiis for 1986-87. 

Table 7: Proporiions of Direct anu Inuirlc t Taxis in the Centre 


(/3er cent) 



Income 

Thx 

Corpora¬ 
tion Tkx 

All Direct 
llixes 

Excise 

Customs 

All In¬ 
direct lluieB 

1970-75 

14.2 

11.8 

27.2 

52.4 

18.8 

72.8 

1975-80 

12.8 

12.1 

26.6 

50.6 

21.1 

73.4 

1980-83 

9.0 

11.6 

22.3 

47.7 

28.0 

77.7 

1983-86 RE 

8.4 

tl.O 

20.2 

45.4 

32.7 

79.8 

l%6-87 BE 

8.3 

10.1 

19.0 

45.6 

33.6 

81.0 


Sourer. LTFP and Central budget documents. 


Itehoiirr <‘S 

Surplus from curiciii revenues 
(including ARM) 

Market borrowings 

Other capital receipts (net) 

External resources 

Deficit financing 

Public Sector Knter|)riws 

Aggregate lesouiccs 

Assistance to States and U (s 
Central Plan 

Of which Budgetary suppnii 
PSt. resources 


Viz, improvement in capacity utilisation, 
raising productivity levels, drawing down of 
inventories, etc”. There is no information in 
the Budget documents on how much of PSE 
resources for the Plan is attributable to in¬ 
creases in administered prices, particularly 
in the oil sector, and how much of it to im¬ 
proved efficiency. One suspects that most of 
the modest contribution to the Plan has 
come from the former. 

ARM from state-level PSEs is expected to 
come entirely from State Electricity Boards 
(SF.Bs) and Slate Road Tl-ansport Corpora- 
tioiTs (SRICs). The Economic Survey for 
1985-86 presents a bleak picture in regard 
to both. The commercial lo.s$es of SEBs have 
steadily increased from Rs 948 crore in 
1983-84 to Rs 1,123 crore in 1984-85 to 
Rs 1,373 crore in 1985-86. In the case of 
SR ICs, the entire yield from tariff revisions 
in the Sixth Plan was just enough to cover 
cost escalations; they incurred commercial 
I 0 S.SC.S ranging from Rs 150 to 200 crore 
in each year of the Sixth Plan; and the situa¬ 
tion in 1985-86 is expected to be no belter. 

A major reason for the poor performance 
of SEBs and SRTCs are periodical increases 
to the prices of output from the Central 
V'SEs, such as coal, diesel, petrol and railway 
reight, which have a significant impact on 
tlicir operating costs. In the VI Plan, such 
increases helped to show a better ARM 
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effort on the part of Central PSEs; the 
mirror image was a considerable worsening 
of the BCR of the state PSEs. Relative to 
the original VI Plan targets, current 
surpluses from Central PSEs have improved 
in the latest estimates by about Rs 4,300 
crore while they deteriorated by about 
Rs 3,830 crore at the level of the state 
PSEs." It will not be surprising if a similar 
zero-sum situation between the Central and 
state PSEs emerges in the VII Plan as well. 

Expenditure Side 

As far as Plan expenditures are concerned 
in the Centre, no expansionary prospect is 
envisaged. The LTFP projects Central Plan 
outlays at a stationary level of 10.1 per cent 
of GNP in each year of the VII Plan 
equivalent to an annual growth in constant 
terms of no more than 3 per cent. The 
annual increases (in current prices) to the 
Plan in its first two years have been of the 
order of IS per cent and It per cent indi¬ 
cating a distinct deceleration compared to 
annual growth rates of 20 to 23 per cent in 
the VI Plan. 

Ikble 8 gives the structure of the Centre’s 
gross revenue disbursements. The single 
most substantial outgo consists of transfers 
to states in the form of tax sharing, plan 
grants, and statutory and other non-plan 
grants. These tiansfers have increased from 
about 34 per cent of the Centre’s gross 
revenue (tax and non-tax) in 1973-80 to 
about 41 per cent in 1986-87 as Thble 9 will 
show. About one-half of the transfers are in 
the form of tax sharing. Consistent with 
growing non-plan revenue gaps m the states' 
account, successive Finance Commissions 
have tended to increase the extent of tax 
sharing and the quantum of statutory grants. 
The overall dimension of transfers to states 
reflects the high degree to which Central and 
state finances are integrated, it indicates also 
that the Centre’s deficits cannot be reduced 
unless the states in turn improve their posi¬ 
tion through better resource mobilisation 
and expenditure control. 

The LTFP had projected non-plan revenue 
expenditures to grow from 11.1 per cent of 
GNP in 1983-86 BE to II.9 per cent in 
1989-90. The growth in non-plan expen¬ 
ditures in RE 1983-86^as already shifted the 
base level to 12 per cent of GNP. Over 30 
per cent of the Centre’s non-plan expen¬ 
ditures are now accounted for by defence 
and interest payments. The latter, which have 
recorded an average annual growth of 22.3 
per cent in 1980-83, are the fastest growing 
item in the revenue budget. However, given 
the giowthin its borrowings, the govmiment 
has no room for manoeuvre as far as interest 
payments are concerned. Both the LTFP and 
the Finance Minister have taken the line that 
the level of defence expenditures is sacro¬ 
sanct because of The imperaflves of national 
security”. There seems to be no recognition 
that within the constraints of patriotism, 
economies should be possible in this sector 
which singly consumes nearly one quarts 
of the Centre’s revenue disbursements. 
Nothing thus will be done to reduce defence 


outli^ while nothing can be done to control 
interest payments. 

In these drcumstances, the Budget ^weeh 
hu tended to concentrate on food and fer¬ 
tile subsidies as the villain of the piece in 
non-plan expenditura although together 
these subsidies account fOr less than half of 
either defence or interest payments. Between 
these two subsidies, the fertiliser subsidy is 
the larger one: it has also increased at a 
faster rate in recent years. Between 1982-83 
and 1983-86, the food subsidy increased 
from Rs 710 crore to Rs 1,630 crore while 
the fertiliser subsidy more than trebled from 
Rs 600 to Rs 2,030 crore Issue prices' for 
foodgrains and fertilisers have both been 
recently increased in an effort to contain 
these subsidies in 1986-87. There is a case 
for reducing the fertiliser subsidy which 
substantially beneflts large farmers but it is 
doubtful if the government will be able to 
summon the political courage to alienate the 
kisan lobby. It will hot be easy or justifiable 
to reduce the food subsidy given Uk political 
need to extend “remunerative” prices to pro¬ 
ducers, the social objective of maintaining 
fair prices to consumers, and the steady in- 


cieasa to Mght and interest cotfs sshkh ac¬ 
count for the bulk of the distribution over¬ 
head. The budget estimates for 19864f7 pro* 
ject'an uiueali^cally low growth in other 
non-plan esependitures which indude non 
plan grants to states and expenditures on 
general administration. Grants to states on 
account of drought or floods, and the 
Fourth Central Pay Commission are twp 
factors which pan contribute to a sizeable 
increase undo- this head in the course of the 
year. 

Conclusion 

The budgeury trends having been docu¬ 
mented, it is not difficult to assess the 
dynamics and implications of the underlying 
pattern of finandng that has emerged. In 
the 1980s, a combination of factors have 
resulted in severe, persistent and growing 
revenue deficits in the Centre while revenue 
surpluses with the states have been rapidly 
eroded. Ihx revenues have not been respon¬ 
sive to GNP growth, particularly direct taxes 
in which continual concessions have dimi¬ 
nished yields, in certain years, e g, 1973-76 
and 1983-86, bribe-and/or-threat policies of 


Table 8: Gross Revenue Disbursements in the Centre 



1983-86 RE 

1986-87 BE 

Increase 
8647 over 
83-86 

Per Cent 

Itansfers to states' 

14723 

15790 

7.2 


(33.8) 

(33.0) 


Defence 

7197 

7913 

10.0 


(17.5) 

(17.5) 


Interest 

7400 

8730 

18.2 


(18.0) 

(19.4) 


Food and fertiliser subsidies 

3700 

3700 

0.0 


(9.0) 

(8.2) 


Plan revenue expenditure 

1833 

2207 

19.1 


(4.3) 

(4.9) 


Non-Plan development expenditures 

2396 

2662 

2.3 


(6.3) 

(5.9) 


Non-Plan non-development expenditures 

3637 

4086 



(8.9) 

(9.11 

12J 

Ibtal 

41106 

43110 

9.7 


(100.0) 

(100.0) 


Finaaced from: 




Grots revenue 

35166 

38236 

8.7 


(83.5) 

(84.8) 


Revenue deficit 

5940 

6874 

13.7 


(14.5) 

(15J) 


Note. 1 Includes shares in taxes. 




Sourer. Central budget document for 1986-87. 



Table 9: Transfers to States in Centre’s Revenue Account 





{Rs crore) 

1973-80 1980-83 

1983-86 

1986-87 

Annual Annual 

RE 

BE 

Average Average 



Share in taxes 2090 4743 

7490 

8260 

(SIJ) (SS.6) 

(50.9) 

(52J) 

Plan grants 1299 3076 

5322 

8740 

(31.9) (36.1) 

(3«.l) 


Non-plan grants 

684 706 

1911 

1790 

(16.8) ($J) 

(13.(9 

ai.3) 

4073 8327 

14723 

15790 

(100.0) (100.0) 

O00.(9 

(100.0) 

Percentage of transfers to States 




in Centitfs grots revenue 

14a 37.0 

4U 

41J - 
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immunity and raida have produced a tempo- 
tarily high growth in direct taxes while in the 
kmg run evasion has continued at pheno¬ 
menal proportions. The rinancial perfor¬ 
mance of PSEs, particularly cf the Sute 
Electricity Boards, continues to be very 
poor; they drain the exchequer in terms of 
loans and subsidies while contributing little 
by way of non-tax revenue in the form of 
profits and dividends. In these circum¬ 
stances, the government has had to rely over¬ 
whelmingly on indirect taxes and admini- 
stcicd price increases to raise revenue. 

On the expenditure side, transfers to states 
and defence expenditures constitute over SO 
per cent of the Centre’s gross revenue dis¬ 
bursements. Ihe traditional gap-fliling 
approach of the Finance Commissions has 
provided an inducement to states to increase 
non-plan gaps and to enlarge current/outlays 
rather than conserve current surpluses for 
capital investments. No effort is in evidence 
for limiting defence expenditures let alone 
for reducing them in the interests of develop¬ 
ment. Borrowings and deficit financing are 
being entirely ploughed in to cover the cur¬ 
rent account gap. With a sharply increased 
trend in government borrowings on upward 
interest rates, the intcirsi burden is on an 
escalating trend; which widens the revenue 
deficit and entails progressively higher levels 
of boriowing and deficit financing. The 
large recourse to deficit financing, measured 
comprehensively by net RBI credit to govern¬ 
ment, has enabled larger borrowings to be 
made by government from the banking 
system via monetary expansion, deposit 
growth and SLR hikes. In this sense, the 
deficit financing-cum-borrowing pattern is 
mutually reinforcing. While it has served to 
cover the revenue gap. it has simultaneously 
the propensity to widen the gap by escalating 
the interest burden which i.s the fastest grow¬ 
ing item on the revenue side. 

Essentially, the elements of the pattern are 

(a) intractable expenditures which govern¬ 
ment are unwilling or unable to control 

(b) a very high degree of tax evasion, un- 
rmponsive revenue growth from taxes, and 
poor PSE surpluses (c) preponderant re¬ 
liance on indirect taxes and administered 
prices to increase revenues and (d) for the 
test, the use of deficit financing and bor¬ 
rowings (made easier by deficit-induced 
monetary expansion) to cover the current 
account deficit; a medicine which, as we 
have seen, continually aggravates the disease. 

The implications of this pattern are not 
difficult to identify. Large and increasing 
deficit financing, steadily higher indirect tax¬ 
ation, and progressive increases to admini¬ 
stered prices cannot but contribute to both 
demand-induced and cost-push inflation 
affecting consumers, industrial costs and 
prices, and export competitiveness. In the 
last few years, the level of food stocks and 
foreign exchange balances have permitted 
"supply management" to dampen inflation 
in wage goods. The situation can sharply 


turn for the worse with a single serious set 
back in the monsoon in the next 2 or 3 years 
coinciding with a predictable run down of 
external balances on account of poor export 
growth, liberal imports, repayments to IMF 
and to commercial lenders and a posable fall 
in remittances on account of lower oil prices. 
The second main implication, which is more 
basic, relates to income distribution. Essen¬ 
tially. in a strategy in which deficits, borrow¬ 
ings, administered prices, and indirect taxes 
are being used to meet.the current account 
gap, the poor and the middle classes are 
being asked, via taxes and inflation, to 
finance the exchequer which not being able 
or willing to extract taxes from the rich has 
instead to borrow from them and meet the 
interest costs of doing so. A strategy of this 
kind is inherently regressive. Thirdly, and in 
the longer run, the dynamics of this pattern 
will entail escalating deficit financing 
because when repayments mount up, inflows 
from net borrowing will diminish; the 
budget will mainly have to rely then on 
deficit financing in order to balance the 
books. 

At the prescriptive level of fiscal policy 
there is nothing that needs to be said to 
government or can be said better than what 
they themselves have articulated in the VII 
Plan document and m the LTFP. The follow¬ 
ing is a collage of sentences from these 
documents with slight paraphrasing:** 

In the task of keeping inflation under firm 
control, tiscal policy can play a crucial role 
by restricting the monetary impact of the 
government's financial operations. In par¬ 
ticular, non-inflationary financing of the 
Plan will require progressively more reliance 
on surpluses generated by the budget and 
public sector undertakings and correspon¬ 
dingly diminished recourse to borrowed 
funds. 

The first components in the long-term 
strategy is to reform and strengthen the tax 
structure and its enforcement, so as to make 
it buoyant and responsive to growth in in¬ 
come. Where taxes are evaded by the better- 
off sections of society, the equity of the tax 
system is impaired. A reduction in the scale 
of black income generation would improve 
distribution of income and wealth after tax¬ 
ation. Resides, if the magnitude of tax eva¬ 
sion is significantly reduced, there would be 
a greater volume of tax revenue and a greater 
volume of public expenditure benefiting Ihe 
poor would become possible. An important 
element of fiscal policy must be to ensure 
that taxes as levied aie fully collected and 
strong action is taken to curb evasion. We 
must also ensure that tax reform does not 
lead lo significant revenue loss, since revenues 
are necessary to finance essential government 
expenditure in a non-inflationary way. 

The second element is an adequate expen¬ 
diture policy. This will require a strenuous 
effort at expenditure control. Expenditure 
proposals will have to be subjecuxl to the 
discipline of cost-effectiveness. Even on¬ 
going activities, non-development as well as 
development, will need to be justified. 


The needed resources are so large that they 
cannot be raised through market borrowings 
by the government or through taxation. The 
bulk of the effort for augmenting public 
savings will hove to come from improvements 
in the functioning of public enterprises. Thqr 
must improve their performance and generate 
surpluses on an adequate scale. The reform 
of the public enterprise system with a view 
to making them efficient and capable of 
generating surpluses commensurate with the 
seaie of capit^ invested in them must rank 
high in the agenda for fiscal reform. 
Amen. The programme then needs to be 
no more than what it is supposed to be: 
curbing evasion, effecting economy, and im¬ 
proving enterprises. The criticism of the first 
two budgets of the new government is that 
there is already a ^ignifleant slippage with 
reference to the projections in the Plan and 
its LTFP vhich provide the quantification 
for the government's own well-articulated 
policies. The problem is not lack of policy 
but lack of success or seriousness in tack¬ 
ling the political and administrative obstacles 
in its implementation. If it is only a ques¬ 
tion of muddling-through from one year to 
another, five year Plans and long-term fiscal 
policies are an avoidable embarrassment. 


Notes 

1 Reserve Bank of India Report of the Com¬ 
mittee to Review the Working of the 
Monetary System Bombay 1985 paragraph 
8.7. 

2 In 1980-85, revenue deficits in the revised 
estimates were on the average about 25 per 
cent higher than at the time of original 
budget estimates. Actuals according to final 
accounts were higher than the revised 
estimates by a further 9 per cent. Divergences 
in overall deficits were much wider with revis¬ 
ed estimates being 51 per cent more than 
budget estimates and the actuals being about 
II per cent higher than revised estimates, 

3 The Finance Minister in his budget speech 
has claimed that with the introduetion of the 
new Overdraft Regulation Scheme, “a pro¬ 
blem that has bedevilled the fiscal pictiue for 
more than a decade has been solved". He 
might have spoken too soon. 

4 Figures for 1985-86 are from Government of 
India Economic Survey, 1985-86, Ikble 6.3. 
Figures for 1986-87 are from the budget 
documents. 

5 The deterioration has been estimated as the 
excess of the BCR (without ARM) over the 
proportion projected for it in the VII Plan 
finsuicing pattern. 

6 'Finances of State Governments (1985-86): 
Highlights' in Reserve Bank of India 
Bulletin. July 1985. 

7 Government of India, Economic Survey, 
1985-86, pp 74-75. 

8 Government of India, The Seventh Five Ifear 
Plan, 1985-90, Ihble 4.7. 

9 See LTFP paras 1.8, 1.10 and 3.13, and 
Seventh Plan paras 6,8,6.12,6.18 and OuO. 



Budget and Long-Term Fiscal Policy 

Amaresh Bagchi 

Thts paper attempts to examine how far the budgets of the first two years of the Seventh Plan conform to 
the parameters set out in the Long-Tkrm Fiscal Policy document and where signficant departures have taken place 
and to analyse the implications of these departures 


WHATEVER its shortcomings, the Long 
Tfcrm Fiscal Policy' (LTFP) document 
serves a very useful purpose It provides a 
set of norms or parameten set by the 
Finance Mimster himselt against which one 
can evaluate the Centrd government's 
budgets in the entire Seventh Plan period 
Earlier, an assessment of the Budget had to 
proceed on the basis of the objectives and 
policy framework outlined in the Plan and 
statements made by government spokesmen 
from time to time Although the exigencies 
of the economic situation sometimes pre 
empted the policy options in a given situa 
tion, mobilising resources for the Plan in an 
equitable and efficient manner over and 
above what is lequired by government to 
discharge its functions like defence, main 
tenance of law and order and so on, has 
come to be accepted as the dominant task 
of the Budget It was however not possible 
to judge the efficacy of the Budgets to 
subserve the Plan or to conform to the pat 
tern of financing contemplated in the Plan 
from year to year since the Plans are for 
mutated in five yearly aggregates of outlay 
and resources The 1TFP, for the first tune, 
gives the breakdowns of broad aggregates 
like Centre's resources fot the Plan and the 
headwise breakdown of sources of financing 
for each of the five years of the Seventh Five 
Year Plan It also contains a statement in 
dicating the directions of reform in the area 
of the Central government's finances, 
especially taxation There could be reserva 
tions about the desirability or feasibility of 
hamstnnging the task of annual Budget for 
mulation with rigid norms in a world of 
uncertainty and that coo in a country where 
so much still depends on the monsoon 
However, once the norms and goals are laid 
down by the government (and by and large, 
the directions of reform adumbrated in the 
LTFP are unexceptionable), it is only ap 
propnate that the budgets are analysed to 
see how far these are adhered to or deviated 
from in practice 

The task however is not easy, as the LTFP 
gives the annual parameters of the Central 
government's revenue and expenditure only 
in terms of percentages of GDP and not in 
absolute figures of the amounts involved 
The GDP figures are derived through pro 
jections based on the Seventh Plan's target 
for growth of 5 per cent per year (at factor 
cost) While thts poses no problem, as pro 
jections can still ^ made on a similar basis 
for working out the relevant percentages, the 
break up of some of the concepts used in 
the LTFP IS not clearly indicated in the 
document For instance, “net capital inflow 
from abroad” which constitutes one of the 
three mam heads of sources of finance for 
the nan (sdcmg with 'Domesbe Borrowings' 
and ‘Fublic Sawings') is stated to indude ')&- 
temal Conuneroal Borrowing'^ but how 


much IS included thereunder is not stated in 
the LTFP document Similarly, public saving 
IS defined in the ITFP as consisting of 
“(i) balance from current revenue, and 
(ii) internal and extra budgetary resources of 
public sector undertakings (excluding ex¬ 
ternal commercial borrowings but including 
surpluses of the oil sector deposited with the 
Central government) ’ The amount of ex 
ternal commercial borrowings so excluded 
and surpluses of the oil sector so included 
in public savings' arc not available How 
ever an attempt can be made to construct 
tables comparable to those presented in the 
1 TFP bv piecing together information avail 
able in the Explanatory Memorandum to the 
Budget in the light ot indications about the 
covciage ot the ditferent heads given in the 
n FP This paper is an attempt to construct 
some of the basic tables of the LTFP in oidcr 
to see how far the budgets of the first two 
years of the Seventh Plan (going by the 
Revised Estimates for 1985 86 and Budget 
Fstimates for 1986 87) conloim to the 
parameters set out in the 1 TFP document, 
where significant departures have taken 
place, and analyse their implications 


II 

Table I gives the figures of the Central 
government’s resouices for the Plan derived 
by aggregating the amounts shown in the 
Budget under Central Plan, Union Territory 
Plans and Assistance for State Plany along 
with broad break up by source of financing 
under the heads 'Net Capital Inflow from 
Abroad’, ‘Domestic Borrowing’ and ‘Public 
Saving’ Break up of ‘Domestic Borrowing’ 
has been given under three subheads, viz, 
‘Market Borrowing’ ‘Budgetary Deficit and 
‘Otheis while the constituents of public 
saving have been shown under ‘Balance from 
Current Revenue’ and ‘Internal and Extra 
Budgetary Resouaes (lEBR) of Public Sec 
tor Enterprises (PSEs)' In order to compare 
the dimensions of these figures with the 
parameters proposed in the I TFP, their pro 
portions to GDP have been worked out by 
estimating the GDP at current market prices 
from the figures of GDP for the base year 
1984 85 as given in the quick estimates of 
CSO (i e, Rs 2,13,813 crore) and assuming 
a growth late of II per cent per annum 11 
each year (to take account of both teal 
growth and price rise) The corresponding 
LTFP figures are given in the last two col 
umns of the table for comparison Thble 2 
gives the relative proportions of the con 
tribution of difiierent sources of finance in 
the Centre's Plan resources for 1985-86 and 
1986-87 as worked out in Thble 1 and those 
given m LTFP Thble 3 shows the computa¬ 
tion of the ‘Balance from Current Revmuc^ 
(BCR) fot the tvro years under consideration 
in absolute figures and as a proportion of 
GDP, while IhbM 4 shows the relative sfaaies 
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ot diiei.t and indirect taxes in the tax revenue 
collected by the Centre as per Budget along 
with averages for preceding years. In work 
ing out the BCR, some adjustments have 
been made to the Budget figures as indicated 
in the footnotes to Thble 3 to conform to the 
LT FP concepts (again based on information 
given in LTFP and the Explanatory Memo¬ 
randum to the Budget) As the base figures 
for the computation presented here may not 
agree exactly with what the LTFP had 
assumed, a comparison of the absolute 
numbers may not be entirety valid However, 
a comparison based on the directions of 
change or relative proportions of different 
sources of financing the Plan may be in 
order 

On the face of it, the Budgets of the first 
two years of the Plan seem to have been 
drawn up broadly in conformity with the 
parameters laid down in the ITFP A closer 
examination however reveals some sigm- 
ficant deviations 

From a comparison ol columns 4 and 5 
with columns 6 and 7 of Ihble 1 it would 
appear that in terms of proportions of GDP 
the si/e of the Centre's Plan for both 1985-86 
and 1986 87 is bigger than assumed in the 
ITFP Even allowing foi a margin of error 
(on account of differences in GDP figures 
assumed in the two estimates and the GDP 
figures assumed in the LTFP appear to be 
lower than those used in this paper), re 
souaes allocated for the Central Plan as a 
percentage of GDP are perhaps a httle larger 
than what was required to conform to the 
ITIP parameters It also appears that 
recourse to external sources of founds is no 
higher in the first two years of the Han than 
was assumed m the Plan document (II6 and 
II 3 per cent as compared to 10 2 per cent 
and 101 per cent, respectively) The areas 
where the Budgets departs sigraficantly from 
the LTFP (and so the pattern of financing 
envisaged in the Plan) are (i) the size of 
domestic borrowings, and (ii) of public 
savings 

Whereas the LTFP contemplated the pro¬ 
portion of domestic borrowing to go down 
from 6 4 per cent in 1985 86 to 5 6 per cent 
in 1986 87, the proportions of this source 
of Plan finance as envisaged m the Budget 
stand at 7 5 per cent and 7 2 per cent, respec¬ 
tively The relative size of budgetary deficit 
has come down (assuming that the deficit 
can be contained within the budget figure) 
and so have market borrowings but bor¬ 
rowing from ‘Others' seems to have regi¬ 
stered a slight increase It may be noted that 
the subhead ‘Others’ presumably comprise 
miscellaneous sources of capital receipts like 
small savings, deposits of provitfcnt funds, 
‘special deposits’ including deposits of LIC, 
GIC and so on and is derived here as a 
residual as the exact coverage of the item m 
the LTFP u not known The figures under 
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‘Others’ being a residual would be small if 
the iwdilic savings happen to be higher 
(which is not improbable as the actual 
surpluses of the oil sector md other PSEs 
lodged with the Centnd government could 
be higher than assumed for the compuu- 
tions in this paper). Even so, from the order 
of the relative proportions of domestic bor¬ 
rowing to GDP h is evident that the reduc¬ 
tion in the size of reliance on borrowing 
which was set out as one of the aims of the 
LTFP (so that the growth in the share of in¬ 
terest payments which is one of the main 
factors in the chronic imbalance in the 
Centre’s Budget is contained) is proceeding 
at a rather slow pace. 

The increase in the contribution of public 
savings contemplated in the LTFP also does 
not seem to have materialised. This is attn- 
butable mainly to the fact that the lEBR of 
PSEs shows a decline from 3.2 per cent in 
198S-86 to 3.1 per cent in 1986-87 as against 
an increase from 2.9 per cent to 3.4 per cent 
envisaged in the LTFP. Even if allowance is 
made for the fact that the surpluses of PSEs 
lodged with the Centre were perhaps larger 
than what is assumed here, the proportion 
of lEBR of PSEs to GDP is unlikely to 
register any appreciable increase in 1986-87 
comparable to what was targeted in the 
LTFP (i e; from 2.9 per cent to 3.4 per cent). 
The proportion of adverse balance from 
current revenue also does not seem to be 
showing any significant change in these two 
years while the LTFP postulated an improve¬ 
ment (from -0.4 per cent of GDP to -0.2 
per cent). 

The departures in these two areas which 
mark the Budgets of 1985-86 and 1986-87 
from the LTFP scenario come out more 
sharply if one looks at the relative contri¬ 
butions of external funds, domestic bor¬ 
rowings and public savings to the financing 
of the Central Plan, as emerging from the 
Budgets and as contemplated in the LTFP 
(Ikble 2). While the trend in the share of ex¬ 
ternal funds conforms to the LTFP pattern 
and in fact the contribution of foreign 
capital in 1986-87 Budget is expected to be 
lower than that assumed in the LTFP, the 
proportion of domestic borrowing remains 
high at 63.5 per cent. While this is slightly 
lower than the proportion worked out from 
the revised estimates for 1985-86 (viz, 64.6 
per cent) , it is way above the share assigned 
in LTFP to domestic borrowing for the year 
1966^ (55.4 per cent). Correspondingly, the 
^re of public savings stands at a lower 
figure (24.9 per cent) than what the public 
sectof was required to generate in 1986-87 
as ptt LTFP (i e, 31.7 per cent). These pro¬ 
portions do not undergo any significant 
change even if one adjusts the figures of, 
public saving upward (with corresponding 
reductions in domestic borrowings under the 
component ‘Others') to take account of 
posdble underestimate of the surpluses of 
PSEs by, sqr, Rs 500 crore. It is important 
to note that the negative bahuice from 
current revenue bat undngonc a slight, but 
only slight, improvement in 1986-87 Budget 
(from -0.28 per cent of ODP in 1985-86 to 
- 0.27 per cent in 198647) and thus the im¬ 
provement expected has not taken placn 
What is more, the contribution of lEBR of 


PSEs fa lls fa r short of what was visualised 
in the LTFP. 

The broad break-ups showing the com¬ 
putation of BCR are given in *01610 3. It will 
be seen that as a percentage of GDP, the 
non-Plan revenue expenditure of the Central 
government shows a welcome decline (from 
11.8 to 11.5 per cent) as contrasted with the 
increase marking the LTFP projections for 
the two years in question (from 11.1 per cent 
to 11.3 per cent). The proportion of food and 
fertiliser subsidies has come down (as 
stipulated in the LTFP), that of defence 
remains unchanged while interest payments 
as a proportion of GDP have gone up. The 
proportion of revenue receipts to GDP how¬ 
ever has registered a decline of 0.3 percen¬ 
tage points (from 11 5 to 11.2) constrasting 
with an increase of the same order envisaged 
in the LTFP (from 10.8 to 11.1 per cent). It 


is the proportion of tax revenue, more parti¬ 
cularly direct tax revenue, which seems to 
have gone down while the LTFP had pro¬ 
jected an increase. However, the share of tax 
revenue in GDP turns out to be higher in 
1985-86 than wasetipulated m LTFP. There 
is no change in the contribution of non-tax 
revenue. 

lb sum up, while it would not be correct 
to say that in terms of proportion of GDP 
the Centres Plan size as such has undergone 
any sigruHcant reduction compared with the 
Plan specifications (as translated into GDP 
percentages by the LTFP), the Centre’s 
resources allocated for the Plan, that is, the 
aggi^ate of the Central Plan, Union 
■ftrritory Plans and assistance for the State 
Plans as a proportion of GDP seem to have 
shrunk a little in 1986-87 as compared to 
1985-86, by 0.3 percentage points, as com- 


Tabi e 1: Financing Centrai and Union Terriiurv Plans and Assisiance for State Pi ans 
_ Budgft Provisions and LTFP (1985-86 and 1986-87) 


Amount 

(In Rs crore) _ 

1985-86 1986-87 


As Per C ent ot ODP __ 
As Peijiudget As l^r Ll'Fp" 


R E 


B F 


1985 86 
R L 


1986 87 
B E 


1985-86 


(1) 

(2) 

0) 

(4) 

(5) 

(6) 

(1) Onlre'a n-sourrea for 






the Plan 

Of which 

27359 

79720 

116 

II 3 

10 2 

(a) Central Plan 

20094 

22300 

85 

85 

7 5 

(b) UT Plans 

(c) Assistance for State 

645 

872 

03 

03 

0 3 

Plans 

1 manced by 

(2) Net rapital inflow from 

6620 

6548 

28 

2 5 

24 

abroad 

2900* 

3450* 

12 

1 3 

1 2 

(3) Uomratir borrowing 

Of which 

17663 

H884 

75 

72 

64 

(a) Market borrowing 

5100 

5300 

22 

2 0 

2 1 

(b) Budgetary deficit 

4490 

3650 

1 9 

1 4 

1 1 

(c) Others** 

8073 

9934 

.3 4 

3 8 

1 0 

(4) Public saving 

Of which 

(a) Balance from current 

6796 

7386 

29 

28 

25 

revenue 

(b) Internal and extra- 
budgetary resources 

( )667 

( )709 

( )03 

( )03 

( )0 4 

of PSES 

7463 -I- 

8095 f -I 

32 

31 

29 


1986-87 

101 

75 

03 

24 


1 3 
56 

16 
12 
28 
3 2 


34 


--—--—VIUIV, 1700 O f CfOrC 

*Includes, on atcount of external commercial borrowings ot PSLs, Rs 400 trore tor 
1985-86; and Rs 500 crore for 1986-87 (both estimates) 

•♦Worked out as a residual 
+ Derived as follows - 


For 1985 86, lEBR of PSEs. as per RE 

Less; External commercial borrowings ( estimated) 


Add: Surplus funds of the oils sector and other PSEs lodged 
with Central government (estimaied) 


-F + For 1986-87; As per B E 

Less. External commercial borrowings (Rs 500 crore) ol PSEs 
and funds to be raised by them through bonds 
(Rs 1130 crore) 

Add: Surplus funds of PSEs (estimated at Rs 1000 crore> 
and amount to be raised by UTs Rs 42 crore 


(Ks crore) 
6863 
400 

6463 

1000 

7463^ 

(Rs crore) 
8683 


.1630_ 

’7033"' 

1042 

8095 
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CESCX)N. Now a new dimension 
to power consultancy. From concept 
to commissioning. 


CESCON stands for the 
Consultancy and Contracts Division 
of The Calcutta Electric Supply 
Corporation (CESC). In operation for 
10 years now.CESCON commands 
expertise in every facet of power 
engineering — generation, 
distritxition, the lot. 

CESCON's strength is built largely 
on the vast experience of its parent 
organisation CESC. — over 86 years 
in power generation and enviable 
performance by its power plants. 

This explains why CESCON has 
already established an enviable track 
record at the national level. 
Installation of 132 KV gas filled cables 
along Jawahar Tunnel in Jammu & 
Kashmir; commissioning of overhead 
and underground EHV cables for gas 
turbines of IVBSEB; installation of 
66KV XLPE cables for OESU and 
many more. 


Today CESCON is geared to 
undertake these services for you. 

□ Consultancy for power-oriented 
projects 

□Execution of 

• Mechanicai/electrical erection 
jobs 

•Cabling work, both EHV and LT 

• Engineering of EHV substations 
•Testing and commissioning of 

electrical plants 

•Turnkey construction of captive 
power plants 

xaEscmx 

Consultancy a Contraets4>lvltlon of 
The Calcutta Electric Supply 
Corporation (India) Limited 
IS Rabindra Sarani, Calcutta 700 001 
Phone: 26-9450; 27-9500 
Telex: 021-5475 CESC IN 
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pared to a reduction of 0.] percentage point 
stipulated 4n the LTFP. Leaving thU aside, 
the Central Budgets for the two'years 
lW- 86an d 1986'87 aihibit departures from 
the LTFP parameters in three important 
respects: (i) reliance on borrowings continues 
to be large and has not come down to the 
extent aimed at; (ii) lEBR of PSEs has failed 
to register any increase and even if allowance 
is made for possible underestimation, no in¬ 
crease of the order required appears likely; 
and (iii) despite recent improvement in col¬ 
lections, the share of revenue receipts, more 
particularly direct taxes, in GDP shows a 
declining trend in 1986-87 as compared to 
1985-86. 

Ill 

The implications of the trends brought 
out in the preceding paragraphs for the 
fuiniment of the Seventh Plan call for some 
consideration, especially in the context of the 
policy framework outlined in the Seventh 
Plan document and given operational shape 
in the. LTFP. Drawing attention to the 
existence of a “long-term disequilibrium in 
the budget” (of the goveriunent sector com¬ 
prising both Central and state governments), 
necessitating borrowing on a large-scale in¬ 
cluding deficit financing, the Seventh Plan 
has suggested that a long-term .strategy be 
evolved “to restore balance between bud¬ 
getary revenue and expenditures”. This was 
felt necessary “to enable the public sector 
to finance development outlay without in¬ 
flation and at the same time to pursue a 
sound fiscal policy in relation to the private 
scctod’* 

The four components of the long-term 
strategy suggested by the Plan to achieve this 
are: (i) reform of the tax structure to make 
it buoyant and responsive to growth in 
income; (ii) formulation of an adequate ex¬ 
penditure policy; (ii) maintenance of fiscal 
discipline which could be aided by a non¬ 
inflationary fiscal policy; and (iv) formula¬ 
tion of policies for the public sector enter¬ 
prises to improve their performance and 
generate adequate surpluses. 

Recognising that the foremost task of 
fiscal policy is to find resources for the Plan 
ik a non-inflationary way, the LTFP also 
emphasised that this “will require pro¬ 
gressively more reliance on surpluses gene¬ 
rated by the budget and public sector under¬ 
takings and correspondingly diminished 
recourse to borrowed funds”. In order that 
the annual budgets are oriented to these 
objectives the LTFP postulated inter alia 
(i) an increase in the proportion of public 
savings to GDP from 2.3 per cent in 1985-86 
to 4.3 per cent in 1989-90 (which in turn 
would be made up of an increase in BCR 
from -0.4 per cent of GDP to 0.2 per cent 
and in the lEBR of PSEs from 2.9 per cent 
to 4.1 per cent), and (ii) a decrease in 
domestic borrowing from 6.4 per cent of 
GDP in 1985-86 to 4.2 per cent in 1989-90. 
The improvement in BCR was projected to 
come about Oom an increase in the propor¬ 
tion of Centners tax revenue fhMn 7 J per cent 
of GDP to 9.4 per cent and an inomse in the 
share of non-Pian revenue expenditure from 
U.1 per cent to no more thin 11.9 per cent. 

Nqne^of t^se expectations seems to be 


materidising. As noted, the computations 
presented in Ihbles 1,2 and 3 of the present 
paper would show that the proportion of 
public saving has not shown any increase 
contrary to LTFP parameters. Further, 
assuming that the suri^uses of PSEs actually 
lodged with the Cmtral government are 
larger than what has been assumed here,^ 
public savings to GDP is unlikely to have 
shown an increase of the order required in 
LTFP. That public saving has not been able 
to reach the stipulated targets and, con¬ 
sequently, the intended reduction in the 
reliance on domestic borrowing has not 
come about is brought out even more clearly 
in Ikble 2. It is also evident that the main 


factor in the inadequate rise in public saving 
is the tardy growth in the contribution of 
PSEs. The improvement in the BCR also . 
turns out to be inadequate primarily because 
of a decrease in the proportion of tax 
revenue. There has been a slow-down in the 
growth of non-Plan revenue expenditure as 
a proportion of GDP but its impact on BCR . 
has t^n neutralised by the decline in the tax' 
ratio. 

It is also relevant to note that the decline > 
in the proportion of Centre's tax revenue is ^ 
due largely to a decline in the share of direct" 
taxes in GDP. The LTFP had postulated an; 
increase of 0.2 percentage points in this share 
between 1985-86 and 1986-87. The In- 


TABLt 2: Rei aioe CoNramurioNSot External Funds. Domestic Borrowings and Public 
Savings in Financing ruE Central and UT Pi ans and Assistance tor State Plan 

(Percentages) 


(1) 

As Proposed in the 
Budget 

As Proposed in the 
l.TFP 

1985-86 

R E 
(2) 

1986-87 

B E 
(3) 

1985-86 

(4) 

1986-87 

(5) 

(1) Net capital inflow from abroad 

10.6 

11.6 

11.9 

12.9 

(2) Domcitic borrowings 

64.6 

63.5 

63.4 

55.4 

(a) Market borrowing 

18.6 

17.8 

20.8 

15.8 

(b) Budgetary deficit 

16.4 

12.1 

12.9 

n.9 

(c) Others 

29.5 

33.4 

29.7 

27.7 

(3) Public saving 

24.8 

24 9 

24.8 

31.3 

(a) BCR 

(-) 2.5 

( -) 2.4 

( ) 4.0 

(-) 2.0 

tb) IHBR of PSEs 

27 3 

27.2 

28.7 

33.7 


Table 3: Bai ance erom Currenl Revenul of Central Government 



Amount 
(In Rs crore) 

As percentage of 
GDP 

LTFP 


1985-86 

(RE. 

1986-87 

(BE) 

1985-86 

(RE) 

1986-87 

(RE) 

1985-86 

1986-87 

(1) Total revenue receipt 
(a) 'Ihx revenue (net of 

27171 

29542 

11.5 

II.2 

10.8 

11.1 

States’ share) 

Of which: 

20940 

22696 

8.8 

8.6 

7.8 

8.2 

(i) Direct taxes 

3808 

3824 

1.6 

1.4 

1.5 

1.7 

(ii) Indirect taxes 

17132 

18872 

7.2 

7.2 

6.3 

6.5 

(b) Non-tax revenue 
(2) Non-Plan revenue 

6231 

6846 

2.6 

2.6 

3.0 

2.9 

expenditure 

Of which: 

27838* 

30251* 

11.8 

11.5 

II.I 

11.3 

(a) Defence** 

(b) Food and fertiliser 

8362 

9253 

3.5 

3.5 

3.3 

3.4 

subsidies 

3700 

3700 

1.6 

1.4 

1.2 

1.1 

(c) Interest payments 

7400 

8750 

3.1 

3.3 

3.0 

3.3 

(d) All others 
(3) Stance from current 

8376 

8548 

3.5 

3.3 

3.6 

3.4 

revenue (1 - 2) 

(-)667 

(-)709 

(-)0.3 

(-)0.3 

(-)0.4 

(-)0.2 


Notes: * Derived as follows: 


(Rs crore) 

Non-Plan revenue expenditures per Budget (RE 
for 1985-86) 

Add: Defence capital outlay 

946 

26442 

and subsidy on unport«i fertilisers 

450 

1396 



27838 

For 1986-87, non-Plan revenue expenditure as 



per BE 


28903 

Add: Defence capital outlay 

1098 


and subsidy on impoiled fertilisers 

250 

1348 



30251 


** Includes defence pensions of Rs 500 crore in 1983-86 and Rs 525 crore in 1986-87. 
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jK t cqua t e increaseJji the share of direct taxes 
is reflected also in the decline in the propor¬ 
tion of direct taxes in the taxes raised by the 
Centre (viz, from 20.0 per cent in 1984-85 
to 18.9 per cent in 1986-87, vide Ihble 4). 
The rise in the tax ratio in 1985-86 beyond 
expectations is certainly a notable achieve¬ 
ment but it seems that it is the buoyancy of 
indirect taxes which is going to be more 
ttable. 

While much need not be made of the 
dichotomy between direct and indirect taxes, 
as the LTFP itself recognises, “taxes like the 
personal income tax have an important rote 
In the tax structure and cannot be substituted 
by tsuces on commodities”. If finances are 
to be raised in a non-inflationary and also 
equitable manner (the equity aspect of 
resource mobilisation is not so clearly 
atticulated in the Seventh Plan or the LTFP, 
but gets some recognition by way of re¬ 
ferences to the need for ‘progressivity’ in the 
tax »tru 'ture), there is good reason to believe 
that it is preferable to raise resources through 
taxation and preferably direct taxation. 
Despite intensive efforts to raise the yield of 
taxes the tax ratio still seems sticky and what 
IS mote, share of personal income shows a 
decline after registering a rise in 1985-86. 

The tax policy underlying the Budgets for 
the first two years of the Seventh Plan 
deviates from the LTFP framework in 
another significant respect. Noting the 
buoyancy in customs revenue, and also the 
merit of using customs as an instrument of 
taxation in the context of scarcity of foreign 
exchange, the LTFP nevertheless draws 
attention to the impact of customs on 
resource allocation and cost structure of 
domestic industries in general and hence the 
need to keep in view the trade and develop¬ 
ment aspects and long-run effects on 
resource allocation and efficiency. The share 
of customs duties in the taxes raised by the 
Centre shows a big jump in 1985-86 and 
1986-87 (vide Ikble 4) as compared to the 
earlier years. 

IV 

While it may be a little premature to 
speculate about the fate of the Seventh Plan, 
from the trends in Central government's 
finances and the strategy being relied upon 
to mobilise resources, it seems doubtful 
whether the Plan target of public sector 
outlay can be met or if at all that is achieved 
whether it will be done in a non-inflationary 
and equitable wayi 


The scheme of financing worked out in 
the Seventh Plan document and so in the 
LTFP relies heavily on raising the level of 
public saving through generation of laige 
surpluses in public sector undertakings and 
an increase in the overall tax ratio from 16.3 
per cent in 1984-85 to 18.3 per cent in 
1989-90. It is also premised on a tight rein 
on non-Plan revenue expenditure. As much 
as nearly Rs S9,0(X} crore out of a total 
public sector outlay of Rs 1,80,000 crore are 
to come from the surpluses of the public 
sector. The public reaction to the attempt 
made before the Budget this year to raise the 
administered prices and thereby the .sur¬ 
pluses of the public sector does not en¬ 
courage much hope that the process can be 
carried further in the next thrw years or that 
PSEs will in fact be able to make the re¬ 
quired contribution. The reaction would 
perhaps have been less hostile if the 
surpluses were sought to be raised through 
efficiency improvement of the PSEs (and 
that-would have served to generate surpluses 
in the real and not just monetary sense) or 
if the distributional implications of the 
upward revisions in administered prices had 
been taken adequately into account. Since 
any dramatic improvement in efficiency can 
scarcely be expected in the short-run— 
though it is not evident whether any long¬ 
term measure has been initiated to improve 
the efficiency of the PSEs especially those 
which are ailing and causing a big dram (like 
the IISCO)—the immediate and easier alter¬ 
native was to raise prices. If however further 
room for manoeuvre in the matter of prices 
is ruled out, it is very doubtful if the target 
of Rs 59,000 crore set of PSEs can be 
achieved. 

It IS unlikely that any shortfall in this 
regard will be made up by an increase in 
BCR. Even the Plan or the LTFP does not 
set much store by this. On the contrary there 
is every apprehension of its worsening as the 
Plan calculations of available resources take 
no account of the “fresh expenditure liability 
likely to devolve on the Centre as a result 
of the recommendations of the Fourth Pay 
Commission".* Given the recent trends, ar- 
rnting the down trend in the tax ratio and 
achieving an increase beyond the level 
reached in 1985-86 also seems problematical. 
In any event, if this year’s Budget is any in¬ 
dication, any rise in the tax ratio if it takes 
place at all will come about primarily from 
indirect taxes whose incidence, for all thp 
claims to progressivity remaiits uncertain 


and difTicult to figure out It is uoUkely that 
the spurt in non-corporate income tax col¬ 
lections in 1985-86 will be maintained. The 
Budget estimates for 1986-87 alio do not ex¬ 
pect the collections to remain buoyant and 
so anticipate a growth of no more t^ 8 po- 
cent over the revised estimates for 1985-86. 
This is not surprising as several concessions 
have been given, some unjustifiably (e g, the 
rise in the standard deduction beyo^ what 
was warranted by inflation and exemption 
of imputed income from house property) 
eroding the already shrunken base. The 
pressure from the articulate sectioiu will no 
doubt make sure that the personal income 
tax does not bite and so the reliefs provided 
through reduction in rates as well as slicing 
of the base will continue to stay if not get 
enlarged further. 

The resource crunch and the structural 
imbalances in the Budget to which the 
Economic Surveys of recent years and the 
Seventh Plan draw pennted attention and of 
which the Budgets of the first two yean of 
the current Plan bear ample evidence reflect 
at bottom the resistance of the well-to-do 
sections to any increase in the burden of 
financing the Plan by way of taxation or 
otherwise. If the Study on Black economy 
by Shankar Acharya is any guide, the spurt 
in direct tax collection in 1985-86 touches 
only the fringe of the unaccounted incomes 
that the economy generates every year. .So 
either the Plan will have to bear some severe 
cuts or it can be achieved mainly at the cost 
of the poor. A third alternative would be a 
larger recourse to deficit financing with all 
its attendant impact on prices, and un¬ 
certainty about the distribution of its 
burden. While the economy has shown a 
remarkable capacity for absorbing budget 
deficits in the last few years, it would be 
unrealistic to expect that the economy will 
behave all the time if deficits keep growing. 
It must be acknowledged all the same that 
the Finance Minister has managed to exceed 
the target of the Ontral Plan outlay in the 
first two years of the Plan. Whether he will 
be able to maintain it in the remaining three 
years while keepi^ within the parameten 
of the LTFD remains a big question. For the 
parameters .^set out in the LTFP and the 
Seventh Plan seem incompatible with reality. 
The source of the incompatibility however 
lies not so much in the deHciency of either 
the Plan or the LTFP as in the perib of pi¬ 
ning for development in a mixed economy 
unwilling to accept the logic of planning. 

Notes 

1 Government of India, Ministry of Finance, 
Long-lbrm Fiscal Policy (I98S). 

2 Ibid, page 7, footnote to Ihble 1. 

3 Ibid, page 8, footnote. 

4 Oovenimem of India, Planning CmnmisskMi, 
“Seventh Five Vfear Plan: 1985-90". Vol I, 
Chapter 6. 

5 From Indications given at the pmt-Budget 
press conference by Finance* Ministry of¬ 
ficials in March 1984, the surphiiei inchideid 
under‘Other JRecdpis’seem^ to be sixe6Ue 
(vide Economic junta, March 2, -1984). The 
eMimate of Rs 1,000 crore here is ba^ on 
this. 

6 “Seventh Five Yeu Plan. iSSS-W, op dt, 
para 4.26. 


Table 4: Relative Share of Direct and Indirect Taxes in the Taxes Raised by Centre 

(Percentage of Ibtal Tbx Revenue) 




Direct Hues 



Indirect 'Axes 



Inqome 

Corpo¬ 

ration 

fotai 

Exdsc 

Customs 

fotal 

1970-71 to 1974-75 (average) 

14.2 

11.8 

27.2 

52.4 

18.8 

72.8 

1975-76 to 1979-80 (average) 

12.8 

12.1 

26.6 

50.6 

21.1 

73.4 

1980-81 to 1984-85 (average) 

9.1 

11.6 

22.6 

47.6 

27.8 

77.4 

1985-86 (RE) 

8.4 

11.0 

20.0 

45.4 

32.7 

80.0 

1986-87 (BE) 

8.4 

10.1 

18.9 

45.7 

33.6 

81.1 

Average of 1985-86 
ud 1986-87 

8.4 

10.5 

19.4 

45.6 

33.2 

80.6 


«~wce- For 1970-71 to 1984-85. LTFP. 

For 1985-86 and 1986-87 Budget Documents. 



A Primer on Budgetary Policy 

Or, How to Get Rid of Money Illusion 

Mihir Rakshit 

Soma of meoains taken in the Budget for 1986^7—e g, the increase in Plan allocation on Rural Develop¬ 
ment and Employtnent Programmes, the rise jn basic customs duty on capital goods and project imports along 
with a reduction tn import duty on components of capital goods, and the upward revision of customs duty m 
respect of specified machine tools domestic production of which has been established—are designed to undo the 
damage done last year's Budget 

While the reversal of the policy in time respects is no doubt welcome, the thrust of the fiscal measures is still 
far away from the cerUral objective of higher production with more equitable distribution. In examining the Budget 
proposals we need to keep this fundamental objective in constant view, but of more immediate interest to us is 
the extent to which the I^nance Minister addresses himself to the pressing problems of raising resources for the 
Plan without fuelling inflation, of disequillibnum in the balance of payments and of the sharp rise in the number 
of job-seekers—solution to which problems will go a long way towards the attainment of the central objective 
of growth Unth equity 


CHORUS For fear, enforcing goodjiess. 
Must somewhere reign enthroned, 
watch mdh's ways, 

This above aU I bid you reverence 
Justice^ high aitgr. let no sight of gam 
Ihmpt you to spurn with godless insolence 
This sanctity " 

Atsthilui Tht ! umemdes, 519 44 

V P SINGH’S second Budget is not as novel 
as was his first, but it pros ides an interesting 
instance of learning b> doijig of an honest 
and hard working man though the process 
appears painfully slow and there is no sign 
as yet of the Finance Minister’s coming to 
grips with the basic issues relevant in this 
connection At about this time last year we 
drew attention to some of the palpable 
absurdities ot the policy package contained 
in the previous Budget (EPH, 1985, 
pp 707 10), e g the cut in Plan alioration 
for Rural Development and related pro 
grammes with FCI’s stock ot foodgrains 
mounting to 30 million tormes, liberalisation 
of imports in the face of the foreign ex 
change constraint, and encouragement of 
the inflow of projects and equipment from 
abroad while the domestic capital goods 
sector was plagued by the problem of 
underutilised capacity Some of the measures 
taken in the current Budget—e g, the sixty- 
four per cent increase in the Plan allocation 
on Rural Development and Employment 
Pfogrammes over the last year’s figure 
(Budget Estimate), the ten per cent rise tn 
basic customs duty on capital goods and 
project imports along with a 5 per cent 
deduction in the import duty on components 
of capital goods, and the upward revision of 
customs duty to 110 per cent “in respect of 
32 machine tools where domestic production 
has been established” (Budget Speech, 
p41)—are in fact designed to undo the 
damage done by the previous Budget on the 
three fronts noted earlier 
While the reversal of the policy in these 
respects is no doubt welcome, the central 
thrust of the fiscal measures is still far away 


from the major objective that "greater pro 
duction be allied to juster and more 
equitable distribution, so that the increased 
wealth may spread out among the people” 
(Nehru, quoted in “Long Tferm Fiscal 
Policy”, p 1) In examming the most im¬ 
portant features ot the Budget proposals wc 
require to keep in constant view this funda 
mental objective, but of more immediate 
interest to us is the extent to which Singh’s 
policy addresses itself to the pressing pro 
blems “of raising resources for the Plan 
without fuelling the tires of inflation” 
(Budget Speech p 4), ot disequilibrium in 
the Balance of Payments, and of the sharp 
rise in the number of job seekers (the rate 
ot incicasc being 8 7 per cent between end 
August 1985 and end August 1984)— 
problems which the “Economic Survey” 
Itself undei scores (pp 45 46, 61, 75, 95 6), 
and the solution to which will go a long way 
towards the attainmeijt ot the major objec 
tive noted above 

I 

Sitnplo Economicti of Resource 
MobiliHation: An Agfn^Kative View 

It IS elementary but important to re 
member that resource mobilisation through 
the Budget for development planning con 
sists not so much in gaming command ovei 
funds, but mote in releasing resources tor 
capital formation in the desired direction 
From this viewpoint the etticacy ot the 
Budget IS indicated as a first approximation 
by the surplus on Revenue Account, and not 
generally by the various categories ot bor 
rowing which account for around 40 per cent 
of the total receipt of the Union government 
The reason is that internal loans taken by 
the government ordinarily constitute not a 
net addition to the investible surplus of the 
economy, but a transfer from the private to 
the public sector Such borrowings con 
tribute to resource mobilisation only to the 
extent people are induced to consume less 
by the lugh rate of return on these financial 
assets (due largely to fiKal concessions 


granted to thetr holders) However, though 
saving tn a particular form has been found 
to be asponsive to its yield (relatively to 
other types of assets), there is no evidence 
to suggest that agntegate saving out of a 
given level ot income is positively related to 
the net interest rate This has important 
implicaiions toi policy measutes which 
appear noi lo have been adequTcly appre 
ciatcd so tar bv the fiamers cit the Budget 

Rrstlt R< F DlVtOBil ISAflON JlIROl <,H 

iNti NT IMS lo Saving 
The point to note here is that the vaiious 
fiscal incentives devised for the promotion 
ot saving may have exactly the opposite 
effect as thev enable the tax payer to rane 
his disposable income for the same ainocnt 
ot saving merely through a switch to some 
specilicd form of financial asset(s) Thus 
considci the case where I he individual 
decides to buy dB amount of National 
Savings Certificates at the expense of fixed 
deposits with commeccial banks Additional 
consumption as a result of this shift in the 
poitlolio IS given by 
(1) dC etc dB 

where dC additional consumption, c 
marginal propensity to consume out of 
disposable income, t marginal tax rate, 
e » proportion of saving (in the particular 
form) exempted from income tax With a 
purchase of NSC worth Rs 1000 the con¬ 
sumption of the individual will go up by 
Rs 120 if 50 per cent of his purchase is tax 
exempt the tax rate at the margin 30 per 
cent, and the marginal propensity to con 
sume 80 per cent ' The Budget document 
will show additional capital receipts, but in- 
vestiblc resources of the economy have 
registered a decline' 

The magnitude of such leakage from the 
total saving of the community would be 
substantial it people use their paU savings 
lor buying financial assets on which new 
fiscal concessions art granted With a given 
set ot concessions the effect due to portfobo 
adjustment will no doubt taper off over tune 
for an individual tax payer But the essence 
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of <leveiopment planning lies in the genera- 
tfon of iiivestible resources as early as pos- 
idbio Moreover, the contractionary effect on 
aggregate saving noted above may gain in 
strength as more people become liable to pay 
the income tax and existing tax payers move 
to upper income brackets.^ Singh (like his 
prederassors) ignores this factor altogether 
when he not only retains all exemptions and 
other incentives granted hitherto, but also 
proposes to raise funds (ou'tside the Budget) 
for public sector units througlh bonds with 
high coupon rates backed by substantial 
fiscal concessions 

The gist of our argument is fairly simple. 
Fiscal concessions on specified forms of 
saving may in fact be counter productive,’ 
since the tax benefits are not then on net sav¬ 
ings. The National Deposit Scheme (New 
Series) outlined in Long Term Fiscal Policy 
(LTFP, pp 27-8) also suffers from the same 
defect; though it seeks to relate the incen¬ 
tives (unlike NSC-type schemes, see note 2) 
to net and not gross accumulation of 
deposits, still it is not net aggregate saving 
but additional holding of a particular finan¬ 
cial asset that is sought to be promoted. 
Hence the necessity of moving towards a 
, system of expenditure tax and of getting rid 
of the so-callcd fiscal incentives to-savings, 
even though they have enabled the govern¬ 
ment to add significantly to its Capital 
Receipts. 

, This does not mean that government bor¬ 
rowings have nothing to contribute towards 
development planning. For one thing, loaps 
from external sources do augment the in- 
vestible resources of the economy. Wc 
choose, however, to ignore them for the pre¬ 
sent partly because they have been relatively 
unimportant compared with (direct and in¬ 
direct) borrowing from the public, but large¬ 
ly because they give rise to problems^ a dis¬ 
cussion of which will take us far atield from 
our present concern. Borrowings from in¬ 
ternal sources have also a key role to play 
when our Plans require around half of 
aggregate investment to be undertaken by the 
public sector. But then this allocative role 
of borrowing should not be confused with 
its role of resource, mobilisation, especially 
since the former would have to be in con 
sonance with the requirement of leaving 
enough resources for the private sector to 
fulfil its Plan urget of investment.’ The 
overall impact of fiscal measures on re¬ 
sources mobilisation is thus indicated better 
by the surplus on Revenue Account than by 
any other single figure in the Budget. 

Judged by this criterion the recent per¬ 
formance of the Ministry of Finance has 
been far from satisfactory. The deficit of 
Rs 5940 crore (RE) on Revenue Account in 
1985-86 is higher than the Budget estimate 
by Rs 339 crore and amounts to a little over 
0.4 per cent of GOP. What is more disturb¬ 
ing, the current year's deticit on the same 
account is expected to be higher than last 
year’s Budget and revised estimates by 23 per 
cent and 16 per cent respectively. Thus con¬ 
trary to the objective aired in “Long Ibrro 
Rical Mky" of reducing the deficit 
as a proportion of OOP to 1.3 per cent 


in 1986-87 (LTFP. p 11, -nUe 3). Singh 
seeks (through operations on Revenue 
Account) to bring down the investible 
surplus by nearly 0.5 per cent of GDP! 

Towards A Direct Tax Holiday? 

The gap between protestations in “Long 
Term Fiscal Policy” and the practice in the 
current Budget is no less wide in the sphere 
of tax structure. In LTFP (p 13) the Ministry 
of Finance has promised “to increase the 
share of diitct taxes in total tax revenue pver 
time”; in fact, the ratio of direct to indirect 
taxes (net of sutes’ share) in the Union 
Budget IS proposed to be raised from 23.8 
per cent in 1985-86 (B E) to 26.1 per cent 
in 1986-87 and ultimately to 28.7 per cent 
in 1989-90 (computed from Thble 4, LTFP, 
p 13). However Singh has now budgeted for 
a sharp decline in this ratio to 191 per cent 
in 1986-87 (computed from “Budget at a 
Glance” p 2). Indeed, in spite of the rhetoncs 
in both LTFP and the Budget Speech the 
fact remains that the ratio of direct taxes to 
gioss tax collections of the Centre fell from 
21 per cent in 1984-85 (R E) to 19.3 per cent 
in 1985-86 and is expected to go down fur¬ 
ther to 18.4 per cent in the current financial 
year (I TFP, p 21; “Budget at a Glance'’, p 2) 

T he lack of any earnest effort on Ihe part 
of the government for arresting, not to say 
of reversing, this trend of declining impor¬ 
tance of direct taxes is attested by this year’s 
Budget proposals themselves. Out of the 
additional tax revenue of Rs 488 crore ex¬ 
pected to be netted under these proposals 
only a paltry sum of Rs 21 crore will be from 
direct taxes. Even this figure is highly suspect 
since concessions to income tax payers in 
respect of standard deduction alone is likely 
to cost the Exchequer nearly Rs 100 crore 
with about half of 4 million income 
tax payers availing of the benefit at the 
average rate.*' Add to that (besides the 
reliefs granted last year) the complete exemp¬ 
tion of imputed Income from owner- 
occupied houses,’ and concessions* granted 
in respect of capital gains through advance¬ 
ment of the date by more than 10 years (from 
January 1, 1964 to April 1, 1974) for deter¬ 
mining the cost of assets, addition of new 
categories of assets to the exempted list and 
doubling of the limit for initial deduction 
from Rs 5,000 to Rs lO.fXX)—and the 
Finance Ministry’s moaning in LTFP (p 23) 
on the lack of buoyancy in direct tax 
revenues because of “narrow” coverage of 
the working population, numerous exemp¬ 
tions and deductions”, etc, cannot but ring 
hollow. In fact, even the figures cited by us 
do not fully reveal the relative weights placed 
by the Ministry on direct and indirect taxes; 
out of Rs 1,820 crore of additional resources 
slated to be raised by public enterprises 
during 1986-87 a substantial part will be 
from increases in administered prices, and 
thai economic impact is essentially the same 
as that of a rise in indirect taxes. 

All Revenues are Equal, but Some 
Are More Equal Than Others 

Our concern at the erosion of the base of 
direct taxation* is not simply on account of 


distributional considerations—though that 
should never be lost sight of in a country 
like ours—but because indirect taxes are in 
general less effective than direct ones as an 
instrument of resource mobilisation. Since 
this perception is conspicuous by its absence 
in the “Economic Survey”, the “Long Run 
Fiscal Polity” or the Budget itself, we may 
as well dwell on this point for a moment. 

To see most clearly the differential impact 
of the two types of taxes consider an 
economy where factor prices (in nominal 
terms) are inflexible in the’downward 
direction—an assumption not at significant 
variance with the Indian experience. In the 
absence of any (intra-private sector) re¬ 
distribution effect resources released in real 
terms from additional revenue collected 
through direct and indirect taxes are approxi¬ 
mated respectively.by 

(2) dR = c d Tj 

(3) dR = cd T„, Y+d t„ * 

dT» 

l-KdT„/Y) 

where uR - additional amount of resources 
released measured at base prices (defined to 
be unity by choice of units); c = marginal 
propensity to consume; d T, - additional 
amount of direct tax; d T^ addit(,onal 
amount of indirect taxes; and Y = GDP at 
base prices Thus for the same amount of 
additional revenue, resource mobilisation 
through taxes on commodities is less than 
that from taxes on incomes, and the differen¬ 
tial impact of the two will be the greater, the 
larger the magnitude of additional indirect 
tax collections as a proportion of GDP. 

Resources relaxed through d T, will in 
fact be less than that indicated by the rhs 
of (3) to the extent wages are linked to the 
cost of living index and prices are set on a 
cost plus basis. If money wages are adjusted 
by a fraction a for every unit increase in 
the cost of living index, additional resource 
mobilisation through indirect taxes will be 
given by the new relation 

(4) dR = c.. ^ 

l-i-(d T„/Y)/tl-a(l-Efl)/D-*] 

where 0 is the ratio of wage to non-wage in¬ 
comes in net value added.'** Et^uation ( 4 ) 
discloses dramatically the liimts to the 
efficacy of indirect taxes as an instrument 
for raisina additional resources: the efflqacy 
is completdy lost when a equals or exceeds 
0/(1-t-B)—a situation quite within the 
bounds of possibility, though we choose not 
to overemphasise it. The main point to note 
here is that when the government persistently 
relies on indirect taxes, inflationary expec¬ 
tations are built into the system of setting 
wages and prices, and er^e thereby the 
resource mobilisation impet of these 
measures. 

The above reasoning does not indicate 
fully the efficacy of direct taxes as an instru¬ 
ment of resouroe mottiiisation fmr h planned 
economy like ours." N<Me that most quan¬ 
titative controls and restriettons as also 
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numeroiu subsidies m vanous forms are 
deemed necessary pnidaniy because of ex* 
isung inequalities in income and wealth 
These measures not on^r create distortions 
and widen the scope for corruption, but also 
uit up (in the process of their execution) not 
an inconsiderable amount of resources, both 
public and private. The drain on the in 
vestible surplus on this count can thus be 
greatly reduced wjth greater reliance on 
direct rather than indirect taxes 

INTEREST Hike-in whose interest? 

The trend towards demobilisation of 
resources through the Budget has been fur 
ther strengthen^ by V P Singh through the 
rise 111 interest rales on prbvidend funds and 
the proposed issue of bonds by public sector 
'■nterprises at very attractive rates of return 
As we have argu^ before, there is no signi 
fKanf relation between interest rates and 
aggregate savings Hence the proposed 
measures instead ot adding anything to the 
current investible surplus of the economy, 
will raise substantially the interest burden of 
the government sector The captive market 
for government securities under the mone 
tary arrangements in force has so far made 
financing of public sector investment pos 
sible at a comparatively low average interest 
rate of around 9 per cent (see RBI, 1985, 
Chi) This has not only been an important 
means ot resource mobilisation (the effect 
of such low rates being practically the same 
IS that ol taxation of interest incomes), but 
has lent also an element of progression'^ m 
our fiscal svsiem as mterest earnings accuie 
mainly to the iclativciy affluent sections of 
the community 

Thus Singh's measures on interest and 
bond issue by public sector enterprises 
amount to an income transfer to the well 
to do at the expense of investible funds 
Indeed, if all existing loans taken by the 
government were to bear the proposed mterest 
costs, the resulimg magnitude of resource 
demobilisation would he of the order of 
Rs 5,000 crore"—a sum larger than the 
total food and fertiliser subsidy by Rs 1,300 
crore (computed from “Budget at a Glance”, 
p 6) The all out drive of the government to 
reduce costs on account of subsidies that can 
have an immediate impact on poverty and 
malnutntion, coupled with its readiness to 
fritter resources away for the benefit of 
upper and middle income groups, suggests 
that something is wrong with either its 
economic logic or social sympathies 

II 

Resource Mt^ilisation: 

A Disaggregatise Approach 

So tar our analysis has been conducted 
on the taut assumption of a single com 
modity or of perfect substitutabibty (in pro¬ 
duction or through trade) among various 
goods and services Given the limited pos¬ 
sibility of converting one commodity into 
another in the short and medium runs, fis^ 
measures aimed purely at the mobilisation j 
of an aggregate surplus on Ilevenue Account | 


aw unlikely to be much effective in our 
economy As we have indicated elsewhere 
(Rakshit, 82/83), since both demand defi¬ 
ciency and supply bottlenecks may operate 
simultaneously in different sectors in coun 
tries like Iniha, tax measures and Plan 
allocations on different heads must be 
related to the nature of the constraints in 
force Hence our overall approval of this 
year's larger allocations on Rural Develop 
ment and related programmes the mere 
mental demand from whuh is mostly for 
loodgrains 

Note that in the absence of any substitu 
tion possibility whatsoever between con 
sumption and investment goods there is no 
necessity of taxation for mobilising investible 
resources Substitution possibilities arise 
partly because there are goods (e g, auto 
mobiles, refrigerators or furniture) which 
can be used for both consumption and in 
vestment, but mainly because the two types 
of goods draw on some common inter 
mediate inputs like petroleum, transport, 
steel or electricity It is also important to 
recognise that resources required to be rcleas 
cd depend crucially on the pattern of invest 
ment proposed to be undertaken little will 
be gained by reducing the subsidy on food 
if we V ant to build a steel or a power plant 
(even if the oost ot the plant at base prices 
equals the amount of subsidy withdrawn) 

If the above sounds like labouring the 
obvious, our humble submission is that the 
framers of the Budget appear not to have 
paid much attention to such simple prin 
ciples Let us claboiate 

On C USIOMb AND Habi IS ot I HOUOIII 

Customs and habits die hard all oui 
Finance Ministers have followed the age old 
practice of relying heavily on impoit duties 
for raising revenue In tact, in the current 
Budget customs are expected to contribute 
more than one-thitd of the total tax revenue 
and as much as Rs 407 erdre out of Rs 488 
crore of additional amount due to new tax 
proposals Now import duties constitute an 
important Budgetary instrument, but we 
should be clear regarding the objective they 
are intended to serve 

In this case, as is well known, there is 
generally a conflict between the revenue and 
the protection objectives the latter is served 
best when collection from this source 
becomes negligible, as the potential buyers 
of foreign goods arc forced to switch over 
to their domestic suostitutes Though the 
professed objective of the Finance Ministei 
in raising customs duties is protection of our 
capital goods industry, the fact that a 
substantial revenue gain is expected from this 
souae suggests that the industry can expect 
little relief on this count, at least in the cur 
rent financial year Docs the measure then 
promote the c^jective of resource mobihsa 
tion'^ Unfortunately the answer is an un 
equivocal 'no', and its reason needs perhaps 
to be spelt out in some detail since this has 
an important bearing on policies relating to 
the structure of indirect taxes and pnees 
administered by the government 


The clue to our answer is once again that, 
the overall resource mobilisation impatk of 
a measure consists in a reduction m the con¬ 
sumption demand for goods that compete 
directly or indirectly (through their use oi 
common inputs) with investment (or goods 
which the government proposes to procure) 
Consider then the case where the Hindu 
sihan Machine Tools pavs an additional duty 
of Rs I lakh for its import ot some equip 
ment The current earnings ot workers 
engaged by I he companv or the disposable 
nominal incomes of people anywhere else in 
the domestic sector arc left unaltered by this 
extra revenue going to the government 
coffers, nor is there any attendant rise in the 
prices of consumer goods''' Hence (except 
for their ditferential impact on money sup¬ 
ply) this source of government revenue 
stands on the same footing as deficit tuian- 
cing (To the extent the import demand for 
capital goods or their component is inelastic, 
duties on these items do not contribute any 
thing cithc'T towards the solution of the 
balance of payments problem ) It appears 
that IVeasurers in tne olden days had had 
a better grasp of (he basic fiscal rules than 
their present day counterparts in developing 
countries' (Imports in those days, let us 
remember, consisted primarily of items of 
consumption and the kings’ expenses were 
also mostly on this group of commodities 
and services )'• 

1 his does not mean that duties on tm 
ported capital goods or their compoqcnts 
base no role to play in a country like ours 
Apart from rendering protection to flcdg 
ling units or to industries opeiating with 
excess capacity, such taxes can be used to 
discourage investment in particular sectors 
of the economy (or in particular forms) If 
we want HMT 'o cut down its scale of in¬ 
vestment, duties on its imports may do the 
trick, but we should not delude ourselves 
with the belief that all collections from 
customs provide a non inflationary source 
of financing government expenditure 

INDIRECT Taxes and Administered 
pkk ts 

The above line of reasoning may easily be 
extended to locate the resource mobilisation 
effect of indirect taxes and of an increase 
in prices of public sector enterprises To the 
extent these measures raise the cost to in 
vectors, there is po addition whatsoever to 
the aggregate investible resources of the 
economy (In iact if bonus or money wages 
in public sector enterprises are linked partly 
to profits, the price increase will make a 
negative contribution towards resource 
mobilisation) 

The salutary effect ot the measures under 
consideration can come about only through 
a rise in prices to the consumers, and not 
to the investors ^ Hence in the Indian con 
text equations (3) and (4) do not yield a 
satisfactory measure of resource mobilisa 
tion from indirect taxes If we ignore par 
tiai indexation of money wages and distin¬ 
guish between only consumption and invest¬ 
ment goods, resources released by the ad- 
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GUJARAT MOVES FORWARD 


Gujarat has.undei th« 
leadership of ShiiAmarsinh 
Chaudhary taken series of 
significant measures, even 
during the very short span, 
for translating into action 
socio economic philosophy 
of swift and sound progress 
and transformation These i 
measures vividly display the' 
dynamism and also the well 
founded strategy on which 
the State moves forward 
with the Speed that is 
needed 










^ Thousand* of mill worher* wlU 
earn tbair lively hood again as a result 
of nationalisation of the 12 closed 
testilc mills 

^ Comprehensive planning ha* been 
made to face the present draught 
condition In the State The 
Government of India has sancthmed 
Rs S7 crorcs In the first phase 
^ The rate of dally minimum wage* 
of farm labourer* has been Increased 
from Rs 9 to Rs 11. Over 24 lakh 
farm-labourers as well workers enga 
gsd In relief work* will be benefitted 
111 New crop insurance scheme 
Impiciiiented phasewlse 
^ Modern oil-seed* plant commisaioned 
at village Jagudan Industrial unit for 
manufacturing of artMtelsI yarn Is 
being set up neat Bharuch at the 
cost of Rs 74 crore* 

% Gujarat will secure a special eSntral 
project for the development of the 
saline land of coastal areas 
^ The scheme of the Ahmedabad 
Baroda Autobnn express highway 
cost Ing Rs 110 crorcs and the first of 
Us kind In India Is approved 
<S^The Social Security Accident Insur 
ancs Schema lor poor families In 
Ahmedabad. Surat. Surendianagar and 
Ktttch districts Implemented 
%Rs one thousand cron-Master plan 
has been prepared lor the Industrial 
development of Saurashtra area. An 
outlay of Rs 500 crores will be Inve¬ 
sted In the next two yeare. This 
will provide employsMut to about 


Let us repledge for making ceasless 
efforts for the reconstruction of the country 
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ditional collection of indirect taxes ssill be 
given roughly by 
i dT„ 
l^adVQ 

where I = fraction ot additional taxes realis 
ed from the purchase of consumption goods 
and C => value of consumption goods at 
base prices (taken to be 1 by the choice of 
units) This, however, indicates the amount 
of consumption goods released, the rise in 
tnvesuble surplus, dRj, would then be 


(6) dRj ^ 


1+(A dT„/C) 


where 6 is the rale of substitution at the 
relevant margin of investment goods tor con 
sumption articles 

Equation (6) points to two ol the basic 
weaknesses oi our fiscal system hirst the 
incidence ot most indirect taxes and hikes 
in administcied prices falls more on invest 
ment than on consumption goods Even if 
in the absence ol detailed data we arc forced 
to turn conservative and assume the in 
cidence on the two types of goods to be in 
proportion to their share in CDP we come 
up with a staggering figure ot around 
Rs6,lS0 crort as constituting on 
overestimate*^ (Irom an economist s point 
of view) of the Union government's receipts 
on Revenue Account in th> 1986 87 
Budget 

Second, to the extent 6 is small i c in 
direct taxes or the rise in adminisieicd prices 
reduce the consumption ot commodities and 
services that do not compete significant!) 
with investment goods for their inputs 
there is not much addition to the invcsiiblc 
suiplus in real terms Ihus consumers 
should be forced to pa> moic foi (or rather 
to curtail their consumption of) clcctricitv 
automobiles, refngtors, petroleum products 
or steel furniture and concessions gi anted 
bs finance Ministers to relatively affluent 
housewives on such items run counter to the 
canons of even intergenerational distributive 
justice 


Distributive justice, intra- and 

INTER-OENERATIONAL 
What of the burden imposed on the 'com 
mon man’ by the rise in prices of consumer 
goods > Needless to say, justice demands that 
price increases should as far as possible be 
confined to those goods which figure more 
in the rich than in the poor man’s menu 
fortunately there is no conflict at this stage 
of oar economy between tntra and inter 
generational distributive justice, since it is 
the goods consumed by the rich that can be 
more easily transformed into investment 
This really is our extension of the pnnci 
pie laid down in “Load Tbrm Fiscal Policy’’ 
itsdf “Imports of non-essential consumer 
goods will continue to be banned” (LTFI^ 
p 42) Ibis is a sound policy measure m view 
of the foreign exchange consjraint faced by 
our economy But let us note that produc- 


iion of these non essential goods for 
domestic consumption constitutes no less a 
drain on our scarce investible resources if 
we ban the import ot passenger cars on the 
ground chat the*) arc non essential consumer 
goods, justice (allied with economic logic) 
demands that we should not fritter our steel 
fuel transport engineering skill nnr/foreign 
exchange away in trying to produce them in 
the domestic sector 

The policy ptcscnpiion suggested above 
IS as the peieeptive reader mus{ have realis 
cd, only a second best alternative. Money is 
said to bum holes in people’s pockets if itie 
rich are deprived ol one source of eonsump 
lion they are suit to find new wavs ot sutis 
fying their needs ■* Hence we come lull 
eireie and aie made to realise once again the 
cardinal impoi tanec ol securing an equitable 
distribution of income —through income 
transfers ly way of direct taxes and provi 
sion of gainful employment to the indigent 

III 

On Jobs. Monnh and F.nds 

We propose in this connection to confine 
ourselves to only those aspects of Singh’s 
Budget which appear to have an iinmednti 
bearing on the problem ot uiiemploy ment 
There are thicc sets of Budget proposals that 
aie addressed dirnih to this problem the 
first relates to pioKetion ot the capital goods 
industry theough higher import duties on 
these Items (Budget Speech p 41), ihe second 
to the substantial increase m Plan ilIcKaiion 
on Rural Development and cmplovmcit 
genciation progiammes (Budget Speech 
pp 14 6) and the thud to the growth of small 
Scale industries (Budget Speech p II) 

We have alieady noted the rather limited 
protection etfeei thit the rise in import 
dunes on capital goods is likely lo have 
What IS lequiicd here is an identilleation ot 
(sub)seclors t-ieing the demand consiiiint 
and a corresponding adiustmciU of out in 
vestment programmes keeping the ultiin iic 
objectives of planning in vitw II production 
ot certain types ol capi’al goods s judged 
(after a earetul balancing of pros and eons) 
wasteful in the long run, further investment 
in chose lines of production should be dis 
eouraged, but it will be foolish, m a capital 
poor economy like ours, not to make the best 
of even bad investment already made 

The enlaiged programmes of employment 
generation m rural areas arc by far the most 
attractive feature of Singh’s Budget (and as 
we have observed, they are also the least 
costly in real terms) However, in order that 
the programmes do not degenerate into a 
scheme of providing doles or of merely ex 
tending political patronage, the machinery 
for their administration needs to be streng 
thened and their impact in physical terms 
momtered Otherwise there is every danger 
that employment thus provided would never 
be self sustaining The danger is enhanced 
when these activities are not carefully inte 
grated with plans relating to Agriculture, and 
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Irrigation and flood Control It is toi this 
reason that one can question ihe ctfieaey of 
a pohev that provides for a large increase m 
Plan illoeatiun under Ruial Development 
along vv ith a cut m that for Agiicultutc, and 
riiii,a'ion and 1 lood C omrol (‘ Plan Budget 
lor 198t> 87 pp 40 2) 

Fm ill) for the promotion of small scale 
industiRs Space pievents us to go into ans 
detail the economies of the measuies pro 
posed but there are some fairl) clear points 
that ma) perhaps be reiterated in this con 
text Fiisl the necessity ot providing reliefs 
to small scale units on almost a permanent 
b ISIS highlights the tailurc ol the goveinment 
polic) on other fronts, especiall) of measures 
iclatmg to linance maiketing and intrJstruc 
tiiial tacililies in general and provision ot 
niioncd inputs in paiticular " i iscal con 
cessions to these industiies mas be necessary, 
ot even imperative foi attamingemplovment 
or vnhti ohicclivcs in thi short and medium 
iiins but till best piiliev m the long lun is 
to evolve suit ible insiiiutional stnictures that 
do not put il c small units ii a disadvantage 
Ihe leisoii IV that otherwise the lesouiee 
cost ot prodiKlioii md idiiiinisuation ol the 
schemes ot loneession would be high and 
limit ilierebv both tiowih ind ih aencra 
non ol I'roduetive ernplovinciu in the 
eeoiioinv is i whole 

Seeond while loweiing the eseist dunes 
uneler the New Seheme ot I seise t onees 
sums foi emilleeile liiiiis the I maiice 
Ministet his also doubled the limit ot turn 
over (tiom Rs 7S lakh to Rs I 5 erore) 
bevoiid whieh the units wilt lose these 
advantages ( to enuie ihai the seheme of 
concessions is i ladder and nut a lid', 
Budget Speech p 31) But ihe employment 
objeetive may be deteated il the provision 
of ladder to the reliiivelv large enterprises 
within the gtoup puls hurdle to the entry 
ol new ones Hence eonetssioiis aie required 
to be related to the sealc which is deemed 
10 contiibuie most to our goals ol eniplo) 
mem or equity and not to some ad hoc 
figure for annual turnover 

Again turnover may not be a bid index 
ol si/e of units wiihin a particular industry 
But theie IS no eeonomie rationale behind 
fixing the same amount ot turnovei tor con 
cessional treatment for all firms because, 
first their ratio ol value added to total vales 
varies widely across industries, and second 
and mote impoitant the optimum scale (as 
defined above) is noi the same in dilferent 
lines ol production 

The necessity ol diseriininaimg between 
diffcient industries within the samtl scale 
sector IS leintorced by anolhci eonsidera 
tion a Lonsideration thai has formed 
almost a lefiain ot the present paper In the 
process of giving subsidy to all goods pro 
dueed in this sector we may often promote 
the produetion and domestic consumption 
of Items ol luxury const mption 1 he argu 
ment that their produi tion generates cm 
ploy ment suffers Irom the fallacy of com 
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position, since it (the argument) ignores the 
overall constraint on employment (as also on 
welfare programmes) in a planned economy. 

In such an economy the basic economics 
of employment, eradication of poverty and 
growth is fairly simple: all non-essential con¬ 
sumption is a drain on nation’s resources and 
limits the attainment of these three major 
objectives of our planning. A fiscal system 
based on the high principle of distributive 
justice can thus go a long way in securing the 
purely material goal»we have set before us. 

Notes 

1 Note that in this case the net private saving 
has risen by Rs 30 (which has been assumed 
to be held in other forms), but saving on 
Lite Revenue Account of the government 
falls ceteris paribus by Rs I SO. Hence the 
decline in aggregate saving to the tune of 
Rs 120. For a complete treatment of the pro¬ 
blem we require to consider dB itself as a 
decision variable. But the fact remains that 
since the fiscal concession permits the indi¬ 
vidual to raise both consumption and saving 
out of a given level of income, the aggregate 
saving of the economy will fall due to 
leakage of tax revenue. 

2 In fact for relatively short-term financial 
assets like NSC fiscal concessions may be 
obtained many times over simply through 
repurchase on their maturity (or as and 
when they become eligible for encashment). 

3 Though they may often be supported for 
attaining objectives other than that of re¬ 
source niobilisation. Thus inducing people 
to take out life insurance policies is eminent¬ 
ly justified when there ts an imperfect 
appreciation of the imperative necessity of 
risk aversion in matters concerning life and 
death. 

4 On which many a development economist 
have written at length. Fortunately these 
problems are not for the moment as serious 
for India as they are for most Third World 
countries. 

5 A discussion on suitable instruments for 
allocation of the investible surplus of 
the economy is postponed for a future 
occasion. 

6 A Bagchi made this point to me, though the 
basis of his estimate and the sum mentioned 
were perhaps different and more accurate. 

7 Thanks to Singh, a person owing a house 
and earning a taxable income of Rs 10,MX) 
a month can now generally took forward 
to a nei increment in his yearly income by 
Rs 8,000. Note also that since 1982-83 while 
wholesale prices have risen by 22 per cent 
and the consumer price index for urban 
non-manual workers by 21.S per cent, the 
limit for standard deduction is proposed to 
be raised by 66.7 per cent. 

8 The post-Budget fail in share prices can 
partly be ascribed (apart from the lack of 
any institutional support) to the tax payers 
attempt to avail of these concessions. In the 
process even If there is a rise in tax collec¬ 
tions, additional consumption out of capital 
gains reduces the investible surplus of the 
economy and provides yet another example 


of resource demobilisation through the 
Budget. 

9 What of the Finance Minister’s claim of the 
’soundness’ of the strategy of increasing 
yields through lower rates—a policy that is 
said to have been extremely effective last 
year (Budget Speech, p 3)? As the document 
on LTFP (p 22) reveals, there was if fact a 
secular decline in income tax collections as 
a proportion of ODP since 1971-72 even 
though the maximum marginal tax rate was 
brought down over a twelve-year period 
from 97 per cent to 61.5 per cent. Hence last 
year’s revenue gains under this head could 
wholly be attributed to widespread and per¬ 
sistent raids carried out by the Income Tax 
Department and may thus be said to lend 
support to the rather cynical view of the 
classicists that the source of honesty is the 
fear of gods or of authorities. Be that as 
it may, our observations are based on 
figures suppiied by the Ministry of Finance 
itself which has presumably allowed for the 
salutary effects of low tax rates in the 
Budget estimates. Note also that ceteris 
paribus an upward revision of standard 
deduction does not affect for most people 
:he propensity lo disclose true earnings, but 
reduces their work effort through the in¬ 
come effect! 

10 Since dw = « dp, and dp = ^ 

d T. 

where dw is the rise in money wage costs 
per unit of output. 

11 Does the redistributive effect of direct taxes 
runs counter, u fu the classical argument, 
to their effect on resource mobilisation? As 
has widely been observed, in an emulative 
society these two effects reinforce, rather 
than go against, each other. 

12 Though this effect was considerably 
weakend by numerous exemptions to in¬ 
come tax payers. Note that our conclusion 
goes through so long as the distribution of 
ihtercSi incomes/or the entire population 
is more unequal than that of incomes from 
other sources—a fairly weak condition in 
view of the fact that the proportion of in¬ 
terest to wage incomes is negligible for 
people in low income groups. 

13 Our Tigures here are suggestive, rather than 
definitive. To the extent government 
securities are held by commercial banks or 
other financial institutions in the public 
sector, the net leakage per unit of loan will 
be represented roughly by the difference bet¬ 
ween the rates proposed and that paid to 
the public on their, deposits. No such 
adjustment is required for “small savings” 
and government securities held by private 
financial institutions. Hence the rise in in¬ 
terest cost on the average will be around 5 
per cent. 

14 We have not mentioned the uniwrsal factor,- 
labour, since, first, instances of non¬ 
availability .of extra labour limiting the level 
of production can be safely ignored for the 
Indian economy; second, the lag between 
a cut in production and retrenchment is 
considerable: and third, the process of 


absorption of labour thrown out of job in 
one sector into another sector is time- 
consuming. 

15 The basic point to note here is that this sum 
should, represent command over extra 
resources in real terms adequate to produce 
(or procure from abroad) the machinery, 
equipment and other inputs required for the 
plant. 

16 And the problen) of capacity utilisation, let 
uj note, is at short-term one, arising as it 
does from the currently prevailing domestic 
and international demand conditions. 

17 If the HMT subsequently raises the prices 
of its products, its effect can be measured 
in exactly the same manher-—by looking 
into the consequent changes in disposable 
income and prices of consumption goods. 

18 This is apart from the fact that under the 
bullion standard prevalent in those days a 
larger tax collection always represent^ a 
greater command over resources, domestic 
or foreign. 

19 Only a larger amount of funds in nominal 
terms will now be required to keep invest¬ 
ment in real terms unchanged. 

20 We ignore here substitution possibilities 
among inputs, which anyway is a long term 
possibility and is related to the choice of 
technique problem. 

21 Note that a is generally less than 1 even 
though the base prices of all goods are 
assumed to be one. 

22 This is perhaps an underestimate of the 
extent of ‘overestimate’ since our figure is 
obtained without taking account of profits 
of public enterprises and the wage-push 
effect of price increases, a la equation (4). 

23 Computed Bom data given “Budget at a 
Glance" (p 2) with the assumption that 
gross investment will be 25 per cent of GDP. 

24 The argument does not hold to the extent 
their disposable income is reduced throiyb 
payment of indirect taxes. Also^ there is not 
‘much’ harm if they can satisfy their ‘needs’ 
without drawing on resources required for 
investment or essential consumption—an 
mtremely stringent condition indeed. 

25 The force of the argument is strengthened 
by the fact that small-scale firms have a 
clear advantage in respect of wage costs. 
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Central Budget 1986-87: Wind of Change? 

Bhabatosh Itetta 

In the course of the last eleven months the Union government seems to have learnt some tessons. It has seen 
that de^ite substantial tax relics, the industrial production index has risen only 6.4 per cent in 1985, a rate substan¬ 
tially lower than the 8 per cent growth on which the Seventh Plan estimates are based. The government has also 
realised that the opening of the doors to imports of machinery and industrial aniillaries has led not only to an 
intractable balance of payments crisis but also a considerable damage to indigenous producers of such machinery. 
These producers have been led up the garden path by the theology qf import substitution, and they include a 
large number of public sector enterprises. On the Plan side, the government hta shown some recognition qf the 
fact that, in the Indian situation, poverty cannot be alleviated by depending on market forces and expecting the 
ben^its of increased production to trickle down to the poor automatically. 

From the fact that certain lessons seem to have been learnt, one has some grounds for expecting a wind of 
change. But such a wind—actually very low—can be easily turned in a wrong direction by faulty policies. If there 
is any change in the new budget compared to the high winds of last year, it is that the budget is reverting to 
its type. The type-change that is required is that which gives economic Justice top priority and defines all growth 


in terms of increases in the output 

THE cold reception accorded to the Union 
Budget for 1986-87 by the industrial groups 
is in sharp contrast to the enthusiasm that 
greeted the budget for 1985-86—despite the 
Finance Minister’s attempt to provide a sop 
to everybody, through certain excise cuts 
through unexpected reliefs for income-tax 
payers. There was in March 1985 a new 
government comprising persons who had 
practically no experience of governing a 
large and poverty-stricken country, subject 
to unpleasant pulls coming from all sides. 
The decision-makers at the highest level did 
not know their country and did not realise 
that governing a country and leading it to 
economic development could not be put at 
par with managing a business house seeking 
the maximisation of profits. Apart from the 
economics of government decisions, the 
policy-makers did not even understand the 
political part of political economy. 

The coldness of the business community 
and their cntical comments—which have to 
be somewhat muted—arise partly from the 
facts of the situation and partly also from 
the fact that they do not know where to 
appeal. The people as a whole should not 
be worried about the bearishness of the 
stock market, for it was unreasonably over¬ 
heated during the last year and it deserved 
to be damped down. During the period oi 
frenzy, some of the biggest firms were able 
to raise more capital than they had wanted, 
but the resource-shortage of the medium and 
small units was aggravated. .The stock ex¬ 
change has learnt a lesson and one hopes 
that it will be better behaved in future. 

The industrialists, and particularly theii 
glib-tongued advocates, had described the 
1985-86 budget as "the best ever”. They saw 
in it the doors opening for de-control, com¬ 
petition, operation of the so-called market 
forces and free play of profit-incentives 
They were delighted with the budget pro¬ 
posals which Idwered income tax rates sub¬ 
stantially and promised stable rales-—a pro¬ 
mise that was kept nine months later in the 
Long-'ftno Fiscal PPlicy (LTFP) sutement. 
They heartily welcomed the export-import 


of essential mass consumption goods. 

policy that followed the budget, wideningi 
the area of the open general licences. The 
monopolists found that the restrictive ceiling 
was raised twe fold—from Rs 20 crore to 
Rs 100 crore—which was much more than 
their fondest expectations. Repeated steps in 
‘broad-banding* of industrial goods gave a 
freedom which endangered the small units, 
but sought to make the much-vaunted 
twenty-first century closer to the industrial 
groups. All was well with their world and 
everything was safe in the hands of the 
government whose mentors lived at Down¬ 
ing Street and White House and at 1818 H 
Street in Washington DC Industry in India 
had never had it so good, though they dio 
not deliver the the goods. 

This time the euphoria has been broken, 
but the business groups do not openly admit 
that things continue to remain in their 
favour Having tasted an appetising fare last 
year, they have been asking for more They 
wanted the investment allowance to continue 
and both the surcharge and the surtax to go. 
They wanted more favourable depreciation 
allowances and low nccises Some of them 
went so far as to suggest a complete elimina¬ 
tion of the personal income tax, though the 
LTFP had foreclosed that sort of change. 
They wanted a continuation of the capita¬ 
lisation of interest despite a Supreme Court 
decision, and of the rebate given on inter¬ 
corporate dividend receipts. The abuses of 
all these privileges are well known, but in¬ 
dustry expected the government to be acces¬ 
sories before and after their crimes, which 
include sharp manipulations of accounts, 
bills and everything else coming under anti¬ 
tax trade practices. 

They And now that while most of their 
privileges will continue and there will be a 
four-year depreciation write-off for most of 
their assets, the investment allowance 
(allovrance flrst, investment later) will go, 
along with the surcharge, and that it will be 
replaced by a funding scheme (investment 
flrst, withdrawal later) providing for a 
withdrawable deposit of 20 per cent of 
profits with the IDBI. Those who are 
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opposed to this change and are complain¬ 
ing against the 10 per cent interest, which 
they consider low, do not realise that if Rs 20 
out of a profit of Rs 100 is'deposited with 
(he IDBi and there is a tax-saving of, say 
Rs 10, the interest of Rs 2 wi(l be available 
on a net financial investment of Rs 10 only, 
yielding in effect a 20 per cent interest. The 
position regarding intef-corporaie dividends 
was becoming serious with an explosion in 
the number of investment companies 
registered every year. The surtax is retained, 
but for only one year more. 

LESSONS Learnt 

It 1 $ a good sign that in the course of the 
last-eleven months, the Union government 
has learnt some lessons. It has seen that 
despite substantial tax reliefs granted recent¬ 
ly, the industrial production index has risen 
only 6.4 per cent in 1985,—a rate substan¬ 
tially lower than the 8 per cent growth on 
which the Seventh Plan estimates are based; 
The government has also realised that the 
opening up of the doors to imports of 
machinery and industrial ancillaries has led 
not only to an intractable balance of pay¬ 
ments crisis, but also to considerable damage 
to the indigenous producers of such machi¬ 
nery. These producers have been led up the 
garden path by the theology of import 
substitution, and they include a large 
number of public sector enterprises. 

On the Plan side, the government has 
shown some recognition of the fact that in 
the Indian situation poverty cannot be 
alleviated by depending on the market forces 
and expecting the benefits of increased pro¬ 
duction to trickle down to the poor auto¬ 
matically. It was not appreciated that what 
the poor needed were their kind of goods 
and not the goods from the production of 
which profits are high and in whose favour 
the market forces operate: It was not also 
realised that the market forces in India mean 
the forces exerted by big groups against the 
small, by the monopoloid concerns against 
weak competitors. It was not understood 
that relaxation of government controls 
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would simply replace them by controls by 
powerful private sector groups. 

What the government has now done is 
thus welcome, but is not enough. The 
Pittance Minister has made much capital of 
his allocation of R$ 1,509 crore in 1986-87 
for rural development programmes (IROP, 
NREP and RLECP mainly) against R$ 918 
crore only in 1985-86. This is an increase of 

64.4 per cent, but the percentage growth 
appears high only because the base figure 
was very low With a Rs 213 crore increase 
in the allocation for NREP, the percentage 
increase is 92.6 but the budget for 1985-86 
was only Rs 230 croie. It should in fairness 
be recognised that the revised estimates for 
1985-86 show an expenditure of Rs 1,234 
crore on rural development, from which the 
invrease in the new budget allocation is only 

22.4 per cent. Similarly in the case of 
“education, culture and sports”, the Plan 
budget shows an increase of 83.7 per cent 
from Rs 251 crore in 1985-86 to Rs 461 crore 
in 1986-87, and here also the base-year flgure 
was particularly low. 

What IS more important is that the Plan 
allocation for rural development was 5.13 per 
cent of the total Plan budget for 1985-86 and 
this share has been raised to 5.77 per cent. 
In the case of “social services” (covering 
education, culture and sports, health, family 
welfare, housing and urban development, 
water-supply and sanitation, welfare of 
scheduled castes and tribes, women's welfare 
and the welfare of labour), the Plan budget 
allocation for 1986-87 has risen by 20.8 pei 
cent from Rs 1,646 crore to Rs 1,988 crore, 
but the share of this group in the total Plan 
outlay is practically constant at 8.90 per cent. 
All this shows that while the government has 
realised the importance of direct measures 
for the low-income groups, the increased 
allocations are yet too small. It is distressing 
to find that the allocation for agriculture in 
the Plan outlay was Rs 918 crore in the 
1985-86 budget and is Rs 859 crore in the 
revised estimates and Rs 917 crore in the 
budget for 1986-87, its percentage share in 
the total plan outlay falling from 4.96 per 
cent in 1985-86 to 4.11 per cent in 1986-87. 
Of course, there will be large allocations in 
the State Plans for both social services and 
for agriculture, but some states at least have 
earned the doubtful reputation of being 
unable to meet their physical targets and to 
End the financial resources required. 

However, along with all this, there is a 
welcome change in the approach of the 
government to the concept of the net budget 
deficit, which has up till now been defined 
in terms of the net Deasury bill financing. 
The government now proposes “in principled’ 
to accept the recommendation of the 
Sukhamoy Chakravarty Commhtee to in¬ 
clude in the deficit “the entire RBI credit to 
•he government, including changes in RBI’s 
holding of long-dated securities”.' It has 
taken the government an unconsciously long 
timeno bring about the change from a posi¬ 


tion the holding of which was mulish, if not 
dishonest. It is not yet clear when the change 
will come, because "the modalities Eor 
effecting the change in the definition of the 
budgetary deficit will be worked out in con¬ 
sultation with the Reserve Bank” It should 
however be clearly understood that a change 
in the definition of deficit will not change 
its inflationary potential (just as a change 
in the definition of the poverty line does not 
change the facts of poverty), but the mone¬ 
tary analysts will get a better picture of what 
the position really is and the monetary 
authorities (who are now speaking of ‘mone¬ 
tary targeting') will be in a better position 
in designing their regulatory measures. It 
should also be made clear that the monetary 
factor IS only one of major factors that 
create the inflationary potential. 

THfc EXPFNDITURt SIDE 

It IS on this background that one can now 
place the budget proposals regarding expen¬ 
diture and revenue. There is nothing surpris¬ 
ing in the fact that when the budget is 
published, the sharpest focus of attention 
falls on the revenue proposals and very few 
look at the expenditure side, except perhaps 
to find out how much the deficit will be. A 
few elementary facts are generally forgot ton. 
Money raised hy the government comes out 
of the people’s income or wealth, except for 
funds rais^ abroad. Similarly, money spent 
by the government creates some income or 
benefit somewhere, again except for what is 
spent abroad. Both the collection of revenues 
and the expenditure of money have their 
effects on production, employment, income 
and consumption. If the tax system as a 
whole can be made progressive^ so also can 
be the expenditure system—giving more 
benefits to the poor than to the rich. The 
distributions of the burdens of taxation and 
of the beneHts of government expenditure 
are separate, but similar and allied problems. 

The total revenue expenditure of the 
Union government projected for 1986-87 is 


'hs S3,66S croK while the gnMl lavenua 
receipts are Ra 46,792 aon, ratultiiig ia i 
revenue account deficit of Rl 6,174 nom 
The financing of a revenue account deficit 
from the capital budget it undeiinMe; but 
in this case one has to note that the Mfetltte 
expenditure indudea Ra 7,946 erOM Of IHin 
expenditure. The groat revenue ckpeaditure 
includes however a number of trentflni like 
the payment of the tharet of the state 
govemmenu In the divisible taxes, eoDectlon 
charges, etc The net total expenditure of the 
Union government including both revenue 
and capital payments wUl be Ra S2,B62 crore 
of which Rs 31,867 crore will be on the non¬ 
plan account and Rs 20,993 cron on the |dan 
account.^ Compared to the budget for 
1983-86, the non-den expenditure ta increas¬ 
ing by 15.68 per cent and the plan expen> 
diture by 13.4 per cent, the overall incieaag 
being 14.75 per cent. Non-plan expenditure 
constituted W.28 per cent of the total expen¬ 
diture the remaining 39.72 per cent being 
on the plan account. The rate of growth of 
non-plan expenditure is partially explained 
by the accumulating commitments of recur¬ 
ring expenditure associated with the plan 
projects completed in the earlier ^an periods 
(see Ihble 1). 

non-puan Expenditure 

A distinctive feature of the non-plan ex- 
pmditure in 1986-87 is that defence tw been 
displaced from its first place by interest 
payments (see Ihble 2)- The total interest 
payments in 1986-87 are expected to be 
Rs 8,750 crore in a total non-plan budget ol 
Rs 31,867 crore, while defence eqienditure 
will be slightly less at Rs 8,728 cram The 
shares of these two in the total will be 27.46 
per cent and 27.39 per cent respectively. Con¬ 
sidering the fact that the' total public debt 
of the Government of India now exceeds 
Rs 100,000 crore (Rs 101,392 crora of which 
Rs 20,950 crore is external and Rs 80,642 
crore internal), the interest charges come to 
about 8.75 per cent on average-comprising 


Table I: Summaht of Adiusted Oisbuxsbmbnts 


{fUcronnumM) 


1985-86 B E 


1985-86 R B 




Plan Non- Ibtal Plan Non- Ibtal Ptaui Non- Ibtal 
Plan Plan nan 


(1) Revenue disbursements 

(2) Capital and loan 
disbursements 

(3) Tbtal disbursements 

(4) Percentage increase in 
1985-86 R E over 

1985- 86 B E 

(5) Itacentage increase in 

1986- 87 B E over 1983-86 


6,662 24,718 31,379 7,175 26.441 33^17 7,94628.90436,830 

11,84-7 2.830 14,678 13,321 3,569 16A91 13/M9 2,963 16.012 
18,509 27,548 46,057 20,497 30,011 30,307 20.995 31,867 52A62 


10.74 8.94 9.66 


BE 

13A3 

13.68 

14.78 

Percentage tncreascin 




1986-87 B E over 1985-86 




RE 

2A3 

6.18 

4J6 


Source: Explanatory-Memorandum to the Budget 1986-87, p 39. (R>r adjustment detaila, ase 
Ibid, p 131.) 
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In (he case of esports, it is clear now that 
no amount of Nubsidies and unde''tared 
devaluation of the rupee van do anything 
when the vtorld market conditions are un 
favourable It is not muvh use blaming the 
domestic cost structure alone 
The other components of non plan expen 
diture do not require detailed discussion 
The non plan grants and loans to the states 
and Union Territories (mainly i.oniprising 
special demands and relief expenditure) in 
creases trom Rs I 841 crorc to Rs I 892 crore; 
constituting around 10 per cent of the total 
Other non plan expenditure will require 
Rs 4 <76 cro'-e or 14 4 per sent of the total 
The expenditure o.i tax collection (Rs 108 
crorc) IS tokrih's. bung onlv about I 6 per 
cent of the a'o s 1’t.siions Iheic is il iigc 
inerease it R )0 r ire inder polixt 
the polisiiie It , L n on Itrriiux it IXIhi 
IS included in 'In I nai budgst ilm iiein in 
the Union budest t ist refer to lUxh bodies 
as the Border S«.t iritv Force ind what is 
called now internal security It is a sad 
comment on the sxstem that there is a visible 
increase m this expenditure, apart trom what 
must icmuii invisible 

Pi \N I \l t M)1U Rt 
Coming 10 pi in expenditure, out has to 

II 1 It c , I he 

plan m the Union budget is Rs 20 99< tore 
while the Central plan is put at Rs 22 300 
eiore The difference arises because of two 
adjustments 'nc lug itive and the other 
positive Ihcp in expenditure of Rs20 995 
crore m the C cr d budget includes Rs 7 178 
crore of budge'arx assistance tor the plans 
T CBLE 2 PERCtNTCOE SHARE IN 


of the stats and the Umon 'ftmtones, teaving 
Rs 13 617 crore for the Central plan itself 
To this IS added the “extra budgetary" con*, 
tnbutions of the public sector enterpriss, 
amounting to Rs 8 683 crore Thse two 
components, budgetary and extra budgetary^ * 
add ap to a total C entral plan ol Rs 22,300^ 
crore For the country as a whole, the plans % 
of the slates and Union Ibrntons have to ’ 
be added Thtvc ate Rs 15,886 crorc and * 
Rs S’Z el ire levpeetivciv * The total si« ol i 
the second scar s outlay on the Seventh Plan* 
IV thus expected to be Rs 39,052 crore or ^ 
nearlv 21per cent (ignoring the price* ® 
change adjustmciUx needed) ol the five year 
public vector outlay ot Rs 180,000 crore It 
has alxo to be noted that the Central 
assistance to the state plans will be Rs 6,5*tt \ 
cioic xo ihii the vtitcx will have to find ^ 
Rs 'S S r ire sf the icquirenicnts from their , 
own resources I he Union lerriiones. on the 
oihii hind will get practically ihewholeof <' 
their requirements from the Centre In the 
case ot the siat.'s also, if the special assi- 
stances ot Rs 509 crore tor hill areas, tnbal 
are is border areas and the North eastern . 
Council irelettout the remainder will come 
10 a smaller propoition than 40 per cent (see” 
Fiblc 1) 

\1h 'c heic should not be tny difficultv 
in he t iitr s I cei iw its plan obligaiu>n> 

111 I il vr iis 'he problem III the states 
appearsun triiin the Seventh Plan divides 
the p iblic scctist outlay ot Rs 1 80,000crore ^ 
alioiimg Rs 9S 514 crurt to the Centres 
Rs <0 698 ciorc to the states and Rs 3,768 
crore to the Union Territories—all at I98ik85 
prices ^ The ( entre is spending on the plan 
Total Non Pt an Expenditure 

(mundtdi ^ 


ntee rising trom ml to lid per cent—and are 
not excessive! Besides, only Rs 576 crore or 
6 55 per cent constitutes the liability on ex¬ 
ternal debt, the remaining 93 45 per cem being 
internal transfers ^ The average interest paid 
on external loans is thus only 2 75 per cent, 
while that on internal loans is 1014 per cent 
A problem arises about the distribution of 
the holdings of tb* internal public debt, but 
individual holaings are grossly outnumbered 
by the captive holdings by commercial 
banks, the Li e Insurance Corporation and 
the Provident i ^ a authorities It should 
also be mentioned that, on the receipts side, 
the Union government expects to get interest 
of Rs 6 846 crore in 1986 87 The major part 
of this will come from state government's 
who have their own points ot view on their 
burdens 

Defence cxpcndiiiiie is steadily increivine 
The budgeted amount (capital and revenue) 
which was Rs ft SCO crore in 1984 85 and 
Rs ■’ 686 crore in 1985 86 is Rs 8 728 crore 
m 1986-87 the annual increases being a little 
oxer 11 per cent This is at par with the in 
creases in the other non plan expendituie 
but me can certainly urge that an expert 
scruimv be undertaken of the costs and cost 
elicctivcncss csf defence expenditure Thcic 
irc iiidcrsi indable ditticullies hcie parti 

iitiv bi,. 1 c spell and misc vorthv 
Sc inivcrs vill be vlilliculi to locate but 
thcic should be some attempt m iny case lo 
look into the piobkm vehen dctcnce absorbs 
more than t per cent ot the gros, domestic 
pr 'duct 

The nest most important sub group in 
non plan expenditure is that on subsidies 
and this requires sery ciretul scrutiny The 
mijor viibsidics were expected to require 
Rs 1 9'9 crore or 14 17 per cent of the non 
plan budget ot Rs 27 548 crore tor 1985 86 
The revised estimates rose to Rs 4,921 or 
luaily 16 4 per cent of the revised total of 
Rs 30111 crore The budget estimates for 
1986 87 are Rs 4 741 crore or 14 9 per cent 
ol the relevant total ot Rs 31 867 crore The 
increises occurred mostly in tood and in 
domestically produced fertilisers and in the 
new year again these two will account for 
Rs 1 750 crore and Rs 1,700 crore respective 
ly I here was a sharp increase in the sub 
sidles for export promotion trom Rs 530 
crore in the budget lot 1985 86 to Rs 60S 
crore m the res ised estimates, but the alloca 
lion IS being reduced to Rs 555 crore in the 
new budget It has to be remembered that 
export incentives involve an aggregate much 
larger than this, when one takes into account 
the tax rebates and other benefits and con 
cessions The mam point about the subsidies 
was recognised by the Finance Minister m 
the LTFP. where a reference was made to the 
dilemma of social and economic purposes 
on the one hand and the neghtive impact on 
development expenditures * Here again a 
deraded scruuny is urgently called ftyr and 
i»n necessary to know what pm of thesub- 
shlkls f^dhes the j9fta(,cQnaintiei% 


(1) Interest payments 

(2) Defence 

(3) Major subsidies 

(4) Non Plan development expenditure 

(5) Grants and loans to states atid Ul^ 

(6) Other non Plan expenditure 

(7) Total 

(8) Total non Plan expenditure (Rs crore) 


1985 86 B C 

1985 86 R E 

1986-87 B E 

25 68 

24 66 

27 46 

27 90 

26 20 

27 39 

14 37 

16 40 

14 88 

10 39 

10 57 

998 

6 68 

8 27 

594 

14 97 

13 91 

14 36 

100 

too 

too 

27 548 

30,011 

31,867 


Sownrr Budget 1986-87 

Table 3 Pi an Outlavs 1986-87 

{Rs cron roundedi 


I Centtel Plan 

(A) Plan expenditure shown in Central Budget 20,995 

(B) Less assistance to state and UT plans 7,368 

(C) Budget support for the Central Plan (A-B) 13,617 

(D) Add extra-budgetary lesources from public enterprises 8,683 

(E) lbtal Central Plan (C 4-D) 22,300 

II State and Union Thmiorles Plans 

(F) Assistance from Central budget ( « B) 7,368 

(G) Own resources (H-F) 9,384 

(H) 1bul state and UT Plans (158804-872) 16,752 

III Tout Plan-Centin, Staiee and UT (E-FH) 39.6Sg 


Sole. Total UT Plant of Rs 872 crore will be almost wholly financed by the CentM, 
Stmntr Fbr A to E. Budget 1985*86 

Fbr H‘ Fmanca Mtraster't Budget Speech, 1986-87, Hut A, paragraph 54. 







A new timesaver 



STATE BANK 
‘SPEEDLINE’ SYSTEM 


for collection of outstatlon cheques and other 
instruments. 

State Bank introduces ‘Speedline’ centralised 
collection and clearing system. To cut down 
collection time for outstation cheques and 
instruments to just about 8-10 days. 

The ‘Speedline' system pools outstation cheques 
and other instruments from local branches at a 
central place in each city, and despatches these 
by air through courier service to drawee centra. 

There’ll be no exjra charge for this speedy 
service, giving y^ further meaning to ‘customer 
convenience' at State Bank. 

‘Speedlli^ service wiil initlaiiy cover 
800 brflphes at thue 21 centres — 
Ahmedabad, Auran^bad, Bangaiore, Baroda* 
Bhopal, Bhubaneshwar, Bombay, Calcutta, 
Chandigarh, Quwahati, Hyderabad, Jaipur, 
Kanpur, Lucknow, Madras, New Delhi, Panaji, 
Patna, Pune, Ranchi, and Trivandrum. 


o 

state Bank 

Let% come Closer. 








lb ZQjDM crwt (wi^Md tMimatu) 

Mid Rt Z2300cion ^ 19^7. AUowini for 
a $.6 per cent price rbe in I99S>86 end 
attother 3 pc cent price rise in 198&S7 
(i^oi^ the fict tbit the.wholeiale Index 
it not the correct deflator here), the deflated 
two>year total will come to about Rs 41,000 . 
mte or 424 per cent of the planned flve- 
yeir total. It is do)''.:t^’l however whether 
all the states wilt be able to reach their five* 
year tatfets, when very few ‘.tates will be able 
to marshall enouj-h'inier>-.al resources. The 
position at the end oi liie Seventh Plan may 
again be like that in the SLxih Plan, when 
the total outlay targets were exceeded by 
about 13 pet cent at current prices, but were 
lower by more than 15 per cent in real terms. 
No information is given about the physical 
achievements in the first year of the Seventh 
Plan. The broad indices of agricultural and 
industrial production are not encouraging, 
but what one wants to know particularly is 
the physical performance in the public sector. 

However, the Plan outlays of the Centre 
in 1986-87 contain as stated in the be^ning, 
relatively smalt (though larger than in the 
preceding year) amounts for rural develop¬ 
ment, social and economic services, agri¬ 
culture and village and small industries. The 
dominating components are energy in¬ 
cluding electricity, petroleum, coal and also 
“new and non-rencwable sources of energy;' 
Transport is the next largest''item with 
R$ 2,650 crore for the railways and R$ 3,882 
crore for all types. It deserves to be noted 
that to the sum of Rs 8,683 crore of the 
extra-budgetary funds, petroleum and 
natural gas will contribute Rs 2,962 crore,' 
railways Rs 1,620 crore; power Rs 1427 crotc; 
and iron and steel Rs 621 crore. ^ The total 
has however to be adjusted for subsidies and 
loans to large numbers of enterprises (see 
Thble 4 and 5). 

the Resources and the deficit 

I One can now bring the picture to its finale;. 
With a total expenditure of Rs 52,862 crorc 
(plan and non-plan) and with total receipts 
(revenue and capital) of Rs 49,212 crore, 
there emerges an ‘overall deficit' of Rs 4,095 
crore which will be reduced by Rs 445 crore 
of receipts from new taj^mtion to Rs 3,650, 
crore, to be covered by short-term borrow¬ 
ing from the Reserve Bank, i e, by infla¬ 
tionary flnance These figures conceal two 
very important facts. First, the budgM 
figures ^ not indicate the increase in the 
revenues resulting from the raising of the 
administered prices of coal, fenilisers, petro¬ 
leum products, rice and wheat. Pre-bud^ 
resource mobilisation has become a com¬ 
mon featuib these days. Such measures do 
not hayetd (hce parfiameMwy ctitidsffl. The 
staimd|>i^)mveid1»iiveD«Byshare. And 
shajbtiMtgeiLwheii ^resen^ sio^'atelBUve- 
ly the re«eni» side, thb 


this is an evasion of the constitution in spirit 
and action. v . 

The changes, in the administered prices 
cannot strictly be 'budget proposals', but can 
be announced simultaneously with the tax 
proposals, making a joint discussiop pos¬ 
sible in Parliament. The* estimated revenue 
in 1986-87 from the new increases in prices 
has been put at between Rs 3,500crore and 
Rs 1,800 crore. Even if the lower figure is 
taken, and if the price-increases had been, 
shown along with the'^budget, then the 
deficit would have been about Rs 5,600 
crore, reduced by Rs 4SS’crore of new ta.xes 
and Rs 1,500 crore of gains from public 
sector prices. The final result would have 
been, as it is now, Rs :3,650 erpre, but the 
whole picture of the government finances 
would have been put clearly before ihe 
legislature and the public. One can put the 
position as follows: of the Rs 5,600 crore of 
deficit, about 8 per cent-wilt be financed by 
additional taxation, about 27 per cent 
through changes in administered prices and 
the remaining 65 per cent through Treasury 
bills. 

The second imponam fact that the figures 
seek to evade is that the final deficit is 
calculated after taking into account the net 
receipts of Rs 5,300 crore from market bor¬ 
rowing, of which about two-thirds will come 
from commercial banks bound by the SL R 
rules and a good fraction (unpredictable 
now) from the Reserve Bank itself. But, 
before going into the question of the infla¬ 
tionary potential of all this, it is necessary 
to look at the tax proposals. The mRjor part 
of the receipts will come from increases in 
the duties on the imports of machinery and 
“general project” imports. With new tariffs 
bringing in Rs 499.92 crore and reliefs 
amounting to Rs 93.11 crore, the net receipts 
fipm this source will be Rs 406.81 crore. in 
the case of Union excises and additional 
excise'.in lieu of sales tax, the additonal 
receipts will be Rs 253.78 crore and the 
relief Rs 193.37 crore,<leaving a net balance 
of Rs 60.41 crore only. Out of this the states 
will get Rs i8 crore of the new additional 
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excises, which is their^by and anothar 
Rs IS crore from flw remainder, leaving 
Rs 24 crore for the Centre.. 

In the case of the dhect tafes. income-tax 
payers are getting unexp^ed benefits 
through higher standard deduction, rdief on 
house-rent allowance, ex^ption of the 
notional income from sel^-ovyned and self- 
occupied housing, reUef-on'medical txpenses 
and a rise in the .provident. fund rate of 
interest. The Finance Minister has con- 
granilated himself qn the rise in income ta.x 
revenue after the reduction of tax rates last 
year. If he had seen the. records since In-; 
dependence he would hfivie found that in* . 
come tax receipts have iq the past risen both 
when taxes were reduced and when the rates ' 
were increased. The trend factors are really 
the most important ones. This time, the per¬ 
formance has b,e«i} stimulated by letter col-" 
lection and, of •course, the raids. The' 
estimates for I986.{^ show that the impnne*. 
meat in 1985-86 is not expected to coniinne. 
The Finance Minister thus himself reco- ^ 
gnises the increased collection in.l985'86 as 
a one-time achieveiqent, which will not bg 
repeated. The estimate for 1986-87 is only 
7.6 per cent above the'revised estimates for - 
1985 86. Jhe exemption limits for the 
tax and the capitals gains tax are being 
raised, though the tax rates actually 

Table 5: Internal ExTRA-BuDCETARy 
Plan Resources 1986-87 

(Ks enrt ro uitdt dj 

2462 
t.620 
1427 
815 
621 
280 

: 

207 
177 
153 
4)0 
8483 


(1) Petroleum and natural gu 

(2) Railways 

(3) Pow» 

(4) THecommunications 

(5) Steel 

(6) Civil aviation 

(7) Fertilisers 

(8) Pons 

(9) Miscellaneous public enterprises 

(10) Chemicals and petro-chemicals 

(11) Others 

(12) Ibtal 


Source: Plan Budget 1986-87, Siaiement V. 
Tabu 4: Percehtaob Share in Toial Plan Expenditurb 

(roxndM) 


Seventh Plan 1985-86 B E 
Ihigets 


1985-86 R E 1986-87 B E 



^l^aciBg aa 
UiSwmaay.tgiite 


1 Agriculture 

4.25 

4.96 

4.27 

4.11 

2 Rural development 

' 5.13 

4.96 

6.14 

6.77 

3 Irrigation and flood control 

0.87 

0.91 

0.69 

0.71 

4 Eneigy 

32.96 

35.51 

31.88 

33.55 

5 Industry and minereii 

19.42 

21.75 

24.46 

20l6S 

6 Itansport 

7 Communicatioii, information and 

1743 

14.75 

16.12 

17.41 

broadcBitiiii 

6.66 

5,79 

5.83 

5.49 

8 Science and technology 

241 

2.25 

2.02 

2.22 

9 Social services 

10.83 

8.90 

‘ 8.43 

8.90 

liOOthcri 

0.21 

042 

0,17 

0.17 

11 Dual 

too 

too 

too 

too 

Pbm ismeiidUun (Rs crqre) 

95434 

18,500. 

20,094 

22,300 


Si^och . Plan .and Budget Data. 



win bt higher. All this will mean 
fh net gain of K% 2i crore to the exchequer. 
;>ut of which the. Centre wHI retain R« 8 
jtprote, bringing the total Central receipts to 
: ^5 445 crore. 

An innovation is the MODVAT which will 
. involve an evrise at the final stage after 
deducting duties paid at the earlici stages 
‘of the process of production. There will not 
■-’be, so to speak, taxes on taxes. The Finance 
.. Minister announced in the LTFP that the 
■jnew rates at the final stage under MODVAT 
'.would be fi.\ed in such a w'a>, as to make 
f them "broadly resenue-neuirar'.* The exer¬ 
cise will be complex, with each final output 
' requiring a variety of taxed inputs and with 
. a complicated mix of intermediate stages 
‘.between the 'first' stage and the 'last'. In fact 
'-.however it is particularly difficult to achieve 
' this neutrality and when there are inna- 
tionary forces operating in the economy, it 
..will be difficult to distinguish between that 
-part of the increase in retai' prices which is 
due to inflation and the pan that is the result 
of the particular MOD\AT rates fixed. The 
.principle however is not new. even in India, 
i because the duty-drawba.kv enjoyed by the 
• exporters are based on exactly the same idea 
The Jha Committee had tevommended a 
: M.ANVAT on all manufactured commodities 
.y.bui the government is experimenting with 
■'.only 37 sub-groups. LI.MX.AT (limited VAT) 
would have been a more appropriate name. 

; (Or, perhaps. VAT-37?) 

i DISTRIBL TION O) Bl RDfcNS 

I While the effects of thi MODVAT on the 
•: consumer prices of ma:...!'t cturcd nece¬ 
ssaries art still uncertain, n i- possible to 
i; predict that the full benefit!, of the excise 
r'reliefs will not be passed on to the common 
j people, while the impact of every increase 
j ' in the rates will be immediate. The income- 
tax paying class—3.5 million in a popula- 
tion of 750 million—will have substantial 
' direct benefits. The housewife who will be 
'paying about Rs 120 more annually for the 
■ LPG cylinder will get more than ample 
: coverage for the increased cost. Incidentally, 
..the Finance Minister used an argument 
which is strange when officially pronounced. 


Table 6; Financing the Gap 1986-87 

(JRs crore) 


fJO) Increase in administered 

prices (cst) 1,500 

; <2> New Duces 445 

‘ (3) Borrowing 11,465 

of which 0) Net market toaiu 5300 

(ii) Net edema] loans 2,515 

Oil) Dwury bills 3,650 

;;(4)D>talO-»^2-f3) 13,410 

.'(S) Dual iatimal borrowing 
; [Hi) + 3(iii)l_8350 


^Mteer 1) “External Assistance*' shown in the 
Budget at Rt 2,950 crore includes 
Rs 435 crate of greats. 

2) Mm^ loans in^de purchases of 
loSi4enn securities tv RBI. 

Sourer, Budget ud Ei^natosy Mano- 
nnduffl p 30. 



One would have expected dtai be wcwldl u#.. - ahowbtr increem' 
the invetiment of the income tsn saved jo ' 8 P 4 r item, 
national saving certificates the like, The other imp 
instead of asking the tax-payer to hand it tionary pressures were kept iii tbdek in' 

over to his wife, who will certainly spend h 1985-86' by the large import (urpluscs. ta' 

on consumption. The housewives for whom cludipg import s of such consumer geiods as 
the Finance Minister is solicitous are the sugar and edible oil. The trade elicit of 

wives of 3.5 million income-tax payers. The Rs 4,124 crore in the first six months bf'r 

burdens on the other hundreds of millions 1985-86 were about 1.75 times the deficit of 




, H',' T-" .T!'. 

ortam (act is'that irtCb^: 


of housewives do not seem to count. Tho', 
as in duty bound, will pay the,higher duties 
and prices. Taking all this together and the 
impact of the higher prices of kerosene, rice, 
wheat, wheat products and of everything 
which has to bear some transport cost, the 
budget proposals are once again favourable 
to the rich. The poor will of course benefit 
from the poverty alleviation programmes, 
provided that the major part of the expen¬ 
diture is not eaten up by those responsible 
for the administration. But the net benefit 
w ill be smalt. It becomes a little tricky when 
the employment effects arc given in large 
figures of millions of man-days, where it 
requires 273 million man-days of 8 hours a 
day to offer 1 million standard man-years 
of jobs. 


Rs 2327 crorc in the comparable period of 
the previous year. Practically all the major 
export items showed declines—including not 
only crude oil. but also tea, sugar, spieds; 
oil cakes, chemicals, cotton fabrics and JdtC 
manufacturers.* 'It is strange that tlie 
devotees of supply-side economics ignored the 
■ supply-effects of the trade deficit. The ques¬ 
tion that now arises is whether we are going 
to seek di.xinflationary ends through con¬ 
tinued trade deficits. The revenue estimates 
from the new import duties seeifl to assume 
that imports will continue at high levels. The 
simple fact is that such a policy will create 
other types of mounting pressutes. One need 
not fear a formal devaluation of the rupee 
for the simple reason that the rupee is being 
continually devalued over the last scveial 


years without any perceptible cftccts on e\- 


iNfLATIONARV POTESTlAl ports. And we buy abroad without caring 

for the rupec-pricc wc p.'iy Thi- applie- both 
And then there will be the burden of in- to government imports and piivatc sector 
nation, if we do not continue to rely on imports, 
highly dangerous import-surpluses. The 


“overall deficit” in 1986-87, estimated at Winds. Low and Hi'.H 


. Rs 3,650 crore, compares favourably with 

the deficit of Rs 4A90 crore in 1985-86, under From the fact that certain Ic-sons seem to 
the same government, while the original have been leaint in tlu pasi year, one ha- 
estimate was Rs 3.316 crore. It will be M’‘nie grounds foi expecting a wind of 


illogical to argue now that this deficit in 
1986-87 may ultimately turn out to be 
around Rs 5.000 crore. More important is 
the fact that the total-borrowing requirement 
of the Union government in 1986-87 is ex¬ 
pected to be Rs 11,465 crore-net external 
loans Rs 2,515 crore, net market borrow ing 
Rs 5,300 crore and Treasury bill borrowing 
Rs 3.6SO crore. The second item here may 
include substantial borrowing from the 
Reserve Bank through long-term bonds and 
iate-year funding of Treasury bills into dated 
securities. All this will mean monetary ex¬ 
pansion (see Table 6). 

The Finance Minister feels that the Indian 
economy w ill be able to ab.sorb the monetary 
expansion, just as it has borne an overall 
deficit of Rs 4,490 crore in 1985-86 with a 
rise of only 3.6 per cent in the wholesale 


ch.ii.gi But -ucl] a v,,nd- actually vcA 
low—can be easily lained into u wrong 
direction by faulty policies If there is a 
change in the nevs budget compared lo high 
v^inds of the last year, it is that the budget 
is reverting to its type. The type-change that 
is required is that which gives economic 
justice the topmost priority and defines all 
growth in terms of increases in the outputs 
of the essential mass consumption goods. 
The budget is only one of the instruments 
in the planning process, but is, together with 
monetary, industrial and agricultural 
policies, an essential aid to progress. It is not 
meant to attain group or party interests and 
not to mask the unpleasant fact of real life. 


!Vol«*s 


price index. He was speaking ori the basis 
of the index of February 8, but he would 
have been on stronger ground if he had the 
figures for February 15 and 22, which are 
still lower, or even March 1, which are only 
slightly higher. He however ignores the con¬ 
sumer price index numbers, which are heiter 
indicators of the inflation rate than the 
wholesale index. One of the three consumer 
price.index numbers we have, that for in¬ 
dustrial workers, increa^ by 7.51 per cent 
between March and December 1985, while 
during die same period the increase in the 
whol^e price index wns only 3-28 per c^. 
The other, coniumer ihdex ntmAen 


1 Finance Minister’s Budget Speech 1986-87 
(FMBS), Part A, para 42. 

2 Explanatory Memorandum on the Budget 
J986-87 (EMBS), p 39. 

3 EMBS. p 42. 

4 Long Term Fiscal Policy (LTFP), December 
1985. Paragraphs 3.5 to 3.10. 

5 FMBS. Part A, paragraph 54, 1985-86 

6 Seventh Five Mar Plan. October .1985, VoM, 
P 29. 

7 Plan Budget 1985-86, Februairy 28, tW,, 
Statement V. 

8 ermPBrngraph ifi.1*. . j 



Bti<|get and Seventh Plan 

D T IjikdwMala 

Expenditure on the Plan is indicative of the new thrusts to mould the economy in such a way as to yield desired 
results It is, therefore, important to examine the 1986-87 Budget from the viewpoint gf the Seventh Plan 


PLAN expenditure in the Central Budget, 
including assistance for State and Union 
Territories Plans, constitutes 40 per cent of 
total budgetary expenditure In capital 
disbursements, the Plan accounts for nearly 
four>fifths of the toMl. Plan expenditure is 
Indicative of the new thrusts and drives at¬ 
tempted by national consent to mould the 
economy in such a way as to yield desired 
Ksults, It is, therefore, interesting to examine 
the 198^-87 Budget from the viewpoint of 
the Plan. In meeting the total Central Plan 
outlay, the internal and extra-budgetary 
resources of public enterprises are expected 
to play an increasing roie. The> contributed 
34 pet cent of the resources in 1985-86 but 
for the Seventh Plan as a whole the) are 
expected to bear more than half the burden 
—53 per cent. Though technical!) outside 
the Budget in a resiew of the Plan the) have 
to be taken into account. 

Plan Provisions adequate 

In order to have a proper perspective, the 
annual plan of 1986-87 has to be judged in 
relation to the Five-Year Plan and its pro¬ 
per break-up into five annual plans. Accor¬ 
dingly, the Seventh Five-Year Central Plan 
of Rs 95,534 crore is broken up into five 
annual plans, each annual plan being higher 
than the preceding annual plan It is usual 
to assume that 18 per cent of the Five-Year 
Plan expenditure is spent in the first year, 
19 per cent in the second and so on Table 1 
gives the* amount that should be spent on 
the Plan and the actual amount so spent or 
proposed to be spent. 

The revised plan expenditure for 1983-86 
exceeds the assumed plan expenditure in the 
year by 17 per cent, and the 1986-87 plan 
provision is more by 23 per cent. Our ex¬ 
perience of the Sixth Plan was that w hile in 
money terms the plan expenditure exceeded 
the l^et, in teal terms it fell short. This 
generally happens by the mid-plan year. The 
1985-86 plan expeiiditure in real terms is 
more than adequate to satisfy the Seventh 
Plan tcquiicmenis for the first year. The 
1985-86 price rise will be in the neighbour¬ 
hood of 5-6 per cent. It is too early to say 


gress takes us sufficiently near the planned 
targets can only be seen when the Planning 
Commission issues its review of the 1985-86 
Plan. . 

In talking of the adequacy of plan expen¬ 
diture it is often lost sight of that there are 
well substantiated complaints of the ineffi-, 
cient and wasteful ways in which plan ex¬ 
penditure is made, and also that there are 
several leakages. It is important that these 
be remedied at the earliest. When public 
expenditure has reached 30 per cent of GNP, 
any further increase in it is fraught with the 
danger of diminishing returns, and the 
presumption that waste, etc, being given, in 
increase in plan expenditure will of itself be 
beneficial no longer holds good It is im¬ 
perative that higher priority be given to 
tackling the problem of making more effi¬ 
cient resource use This will also have a 
salutary effect on willingness of people to 
pay 'Owing to space and data limitations, 
we do not deal with this aspect here 

SECTORAL Al LOCATION'S IN 

Central Plan 

In the “Budget at a Glance”, the Central 
Plan allocations among the various broad 
sectors for 1983-86 (RE) and 1986-87 (BE) 
have been compared with those in the 
Seventh Plan after being deflated to 1984-85 
price level It has been assumed that there 
would be a S per cent increase in 1985-86 
and a further 5 per cent increase in 1986-87 
(vide Table 2). If it is assumed that 37 per 
cent of the total plan allocation in the 
Seventh Plan for the first two years is 
satisfactory, out of 10 heads on half the 
number the allocations more than satisfy the 
Plan requirements. The highest performance 
is in respect of rural development, where 
more than half the plan allocations are 
designed to be spent in the first two years. 
This shows a belated recognition of the 
importance of special juiti-poverty program¬ 
mes, where the Five-Year Plan-provisions 
were stingy but will now be stepp^ up. The 
n«t best performance of industry and 
minerals is due to an oitirely different cause 
The Seventh Plan had derated the impor¬ 


tance of the provision for industry and 
minerals, but the adjustment to reduc^ pro¬ 
visions rakes time. The case with social ser- • 
vices is quite the reverse. They have been 
assigned greater importance in the Seventh < 
Plan, but it will rake time and preparedness 
to step it up. Both energy and transport may 
need more plan provisions as seen from plan 
expenditure on them being increased more 
in 1986-87 than the general plan provisions. ' 

All-India Plan, 1986-87 

The States and Union Ibrritories plan 
outlay constitutes 47 per cent of the total 
Seventh Plan outlay, and a considerable part 
of the Important plan targets depend on the 
States playing their rolp. The Central and 
States' pianYudgeu must, therefore, be Con¬ 
sidered as a whole. Since the States’ budgets 
are presented at different times, many after 
the Central budget, no ready information is 
available on the subject. The “Budget at a 
Glance”, however, upto 1984 gave a table pro¬ 
viding for the whole of India, the sectoral 
break-up of revised plan expenditure of the 
previous year along with the budget esti¬ 
mates of plan provisions of the next year. 
This year the Budget only contains a break¬ 
up of 1986-87 total plan outlay. Centre, State 
and Union Ibrritories among six major 
heads Table 3 gives the percentage-wise all- 
India Plan allocations in 1986-8? compared 
with the Seventh Plan and the actuals in the . 
Sixth Plan. 

The broad picture obtained from the 
Central Plan outlay and 1986-87 budgetary 
privisions it confirmed Ikble 3. The ex¬ 
penditure estimates, 198^87, ate adequate 
in relation to the Seventh Plan. In industry 
and minerals there is the problem of keep¬ 
ing within the relatively lower allocations of 
the Seventh Plan and in social services there 
is the need to reach up to the higher alloca¬ 
tions. Energy and transport may need more 
funds than provided in the Plan. 

Size of Seventh Plan 

While comparing the budgetary alloca¬ 
tions with those of the Seventh Plan it must 
be remembered that the Seventh Plan looks 


what the price rise in 1986-87 will be, but 
the rite of 23 per cent seems to be sunicient 
to rake care of the cumulative price rite in 
1985-86 and J986-87. The Finance Minister 
has to be congfatulated on having provided 
mote than the necessary plan resources to 
achieve the financial jrian targets for 198$-86 
and 1986-87, Though two budgets are too 
short a period to generalise from, the vray 
the Fini^ Minister talks of the plan sior 
iO teal terns and providfng tot 5 per cent 
price ifM ab^iop; it laeitts the retd sixe of 
QiatM fUh l«U-tfr-19«9v9() wOlfiM be 
' ^|kN^^igt^.%hleUmr:^phydi^ 


Txble I: Plbiic Sector Cestru Pi as Oltlav , 1985-90 
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Year 

Assumed at 

BE 

RE 

Per Cent Increase in 


198445 

(In current prices) 

(2) Over (1) 

(3) Over (1) , 


(1) 

(2) 

(3) 

(4) 

(5) 

1983-86 

17,196 

18,500 

20,094 

7.6 

16 8 

1986-87 

18JS1 ($.6) 

22J00 

— 

22.9 


1987-88 

19,107 (5.3) 

... 


. — 

A— 

1988-89 

20,062 (5.0) 





1MI9-90 

21,018 (4.8) 

— 

— 

— 



^^phydCaljHO- Mm 'fhe figum in brackets indicate percentage increases over the previous years. 
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much bis«er~64 per cent more—than the 
Sixth Plan because of two reasons: (|) The 
Sixth Plan size of Rs 1,10.000 crore is in cur* 
rent prices, Mhile the Seventh Plan public 
outla> size of Rs 1,80.000 crore is in 1984-85 
prices. When the Sixth Plan actual expen¬ 
diture is adjusted to 1984-85 prices, the dif¬ 
ference is ‘onl> 34 per cent.' The Sixth Plan 
public outla> in real terms fell short of the 
target by 20 per cent, so that the difference 
in size bnween the Sixth Plan outlay and the 
Seventh Plan outlay is only 10 per cent, 
(ii)'Since evety year the plan builds on the 
tempo reached in the earlier year, it is more 
Klevant to compare the 1985-86 plan outlay 
with 1984-85 plan outlay, and so on. The 

1984- 85 plan outlay for the Centre was 
Rs 17,495 cro're. The normal Central plan 
outlay contemplated in the Seventh Plan of 
Rs 17,196 crore for 1985-86 in 1984-85 prices 

' called for a provision Of Rs 18,056 crore in 

1985- 86 in curfem price, i e, only an increase 
of 3.2 per cent This was in accordance with 
the Long Term Fiscal Policy which had 
drawn attention to the grim need of decreas¬ 
ing the Central Plan Outlay as percentage 
of GDP from 8 per cent in 1984-85 to 7.5 

.per cent this was not found possible and 
Rs 18,500 crore was provided for 1985-86 
Plan, i e. 6 per cent more than in 1984-85— 
just enough'to counteract the likely price 
rise. The revised estimates were 8 per cent 
more thw the budget estimates. The 1986-87 
plan outlay is ll per cent more than the 
tevised 1985-86 estimates In view of the very 
limited step upcontcniplaied in the Seventh 
Plan.-it is not much of a compliment to say 
that the actual Plait provisionv more than 
sa^Unc^ the Seventh Plan requirements- ^ 

The attempt to make the plan expenditure 
present a better picture has meant a heavy 
cost in terms of deficit financing in the 
narrow sense of the term. The Finance 
Minister had plarined for a dqficit of 
Rs 3,316 crore in 1985-86; the revised 
estimates put it still higher at Rs 4,490 crore. 
la 1986-8? the budget deficit is put at 
Rs 3,650 crore; we do not know wh^t excess 
the rev ised estimaiev w ill show The impact 
of 1985-86 deficit financing on ihewholesalfi 
price index has not been heavy, but luck and' 
Ijbeiial imports ^ave helped and none of 
ihe^^ay last. From the viewpoint of im¬ 
pact. qn the CPI, which is morg- relevant, 
Uiere has already been a 7 per cetu ineqrase. 
The talk that has now started with the 
Finance Minister of expecting a 5 per cent 
price increaw may-<«-JnL£P.mj>licati6n$ 
wMch may iiicbgli^.tiit gap between ex^n- 
dliure price-elasiii^yV'.and the revenue 
elasticity. It will, thmforc, be worthwhile ex¬ 
amining whether nOn-plan expenditure 
can be reduced or,pur revenues increued so 
. as to considerably reduce this jgap.' 

> Economy in Expenditure 

To ukcjip tlw question of expenditure 
• first. TWo facts stare us in the faee. Every 
t year experidhute increases substaotiaUy, lud 




if one examines where the addhionat expeil- 
ditute is incurred, one finds that a latfe part 
of it goes to revenue account and non-plan 
account, and a small portion only to ci^thal 
account or plan expenditure. For instance, 
the 1986-87 budget compared with the 
1985-86 one contemplates an additional 
expenditure of Rs 10,159 crore. Of this, 
Rs 1,534 crore went to States as additional 
tax share. These merged with the States* 
revenues and one cannot therefore say bow 
they will be specifically spent without a 
detailed study of the States' budgets. Of the 
lemaining Rs 8,625 crore, Rs 5,489 crore, 
i e. 64 per cent, was spent on non-plan ac¬ 
count. A tittle more was spent on revenue 
account. Even of the money spent on capital 
account 40 per cent was spent on non-plan 
capital and loans; mostly loans to States and 
Union Territories (Table 4). The major in¬ 
creases in expenditure in the 1985-86 budget 
bad the same story to tell, 72 per cent of the 
addhionai expenditure was on revenue ac¬ 
count. and 76 per cent on non-plan account. 
It is not that every rupee spent on plan ac¬ 
count IS better spent than a rupee spent on 
non-plan account or that expenditure on 
capital account is always more conducive to 
economic welfare than that on revenue ac¬ 
count. But if a plan is well-conceived, it i^ 
wonhwhile keeping non-plan expenditure to 
the minimum and increasing plan expen¬ 
diture, and plan expenditure is predominent- 


iy c«iriul axiMnditute, The reygiteiMMM ep 
he happenini firom year to 'fnr.' 

After IndQpendenee not only the ntm- 
dcvel^mcntal real expendtaurc of the Centre 
and the States hat increased, but even as 
percentage of the CDP it has risen from S.6 
percent in 1951 to 11 per cent in 1984-85. 
ThiS;tituation cells for prompt action in en¬ 
forcing economies In non-plan, especially 
non-development expenditure. In 1985-86, 
there is said to have been considmbie 
economics in expenditure^ but Its Impact is 
nowhere traceable in figures. The 1986-87 
non-plan expenditure shows an increase of 
16 per c^ni over the 1983-86 budget. The 
major increases in non-plan expenditure in 
the 1986-87 budget art on interest (Rs 1,675 
crore), defence (Rs 1,042 crore), and major 
subsidies (Rs 782 crore). Oh the other hand, 
the increase in non-plan development expen¬ 
diture IS only Rs 317 crore. As far as interest 
is concerned once debts arc incurred on 
certain terms, it is dinicult to change them. 
Interest rates were comparatively low, earjier, 
and the chances are that as old loans are 
repaid or new debt is incurred, the interest 
rates will be higher. The only economy possi¬ 
ble is by increasing the proportion of interest 
received to the interest paid which has been 
going down in recent years. Defence expen¬ 
diture can be made more efficient even when 
money expenditures are not increased. It 
may be worthwhile inxestigating whether it 
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JC.. 

Seventh 

Plan 

1985-86 

Revised 

t 

19k6 8* 
Budget 

1965 86 and 
1986 87 as 

Per Cent to 
Seventh Plan 

Agriculture 

4,057 

859 

917 

407 

Rural Development 

4,902 

1.234 

1.509 

51.9 

Irrigation and Flood Control 

835 

138 

158 

32.9 

Energy 

31,492 

6,405 

7,481 

409 

Industry and Minerals 

18,553 

4,914 

4.606 

47 7 

Tranvpori 

16.459 

3.240 

3.882 

401 

Social Services 

10,351 

1,693 

1.986 

33 0 

Communications, I and B 

6,366 

1,171 

1,225 

35.0 , 

Science and Technology 

2,303 

406 

495 

36.3 

Others 

216 

34 

39 

314 , 

foUil 

95,534 

20,094 

22,300 

412 

Table 3: 

All-India Plan, 1986-87 and 1985-90 






(Rs erort} 


1986-87 

Seventh Plan 

Sixth Plan 

(I) as Per Cent 


BE 

(In 1984-85 

Actuals 

of (2) 



Prices) 

(Per Cent) 


(1) 

(2) 

(3) 

. w 

Agriculture, Rural Develop- 





mem. Irrigation, Flood 





Control 

8.479 (22) 

39.771 (22) 

24 

2l . 

Energy 

11.939 (31) 

34,821(30) 

28 

22 

Industry and Minerals 

5.405 (14) 

22,46) (13) 

16 


Ihuqiort 

5.165 03} 

22.97)03) 

13 , 


Social Services 

S.822 03) 

29,^51 (16) 

14 

''■20,. 

Others 

2JM2($) 

10423(6) 

S 

V ft ' ' 

Ibtal 


180400(10(9 

100 




i» pncttcalyle to conAno the adv^ngi;* dt 
cheaper fioo<i|raHi» to the poor only: end the 
poor are only those identtHed as betng below 
(he poveny line This would limit the food- 
gram subsidies The benefit of cheaper fer¬ 
tilisers may be given only to the poorer 
farmers A more skilful use of fertilisers by. 
other farmers can reduce the effect of fer- 
tihser pnce rise on foodgrain pnces 

Increases in Tax Revenues 

The possibility of increasing resources has 
been considered at length by the planners 
and the Finance Ministry and an increase 
in Central tax burden from 8 2 per cent of 
GDP in 1984 85 to 9 4 per cent m 1989 90 
has been provided There will be a similar 
increase in State taxation In view of the 
already high Ccntnl and State tax levels, and 
(he tact that the incidence ot indirect taxes 
v.hich are heavily relied upon is not pro 
grevsive in the higher income ranges, the 
possibility ot a much better performance is 
hardly to be expected As far as direct tax 
rates—personal income tax, wealth tax, cor 
porate income tax, etc—are concerned, they 
have been considerably lowered, and a pro¬ 
mise held out not to change them in the next 
three years It was hoped that better tax com¬ 
pliance, which could be enforced with lower 
tax rates, would lead to much higher 
revenues The 1985 86 revenue collections 
have been much higher than anticipated ($m 
T able 5) This is most welcome, but two 
questions remain Side by side with lower 
direct taxation, there has been a considerable 
tightening of the tax administration, a 
relentless drive against tax evaders, etc The 
assignment of relative success to these two 
factors has not been attempted How far are 
the increased vields likely to persist’ There 
IS still large tax evasion and further attempts 
are being made to close the loopholes, 
simplify the tax system and provide for more 
effective deterrent penalties Tax compliance 
habits take time to change One would, 
therefore, expect the increased tax revenue 
phenomenon to be more powerfully reflected 
in the 1986-87 budget estimates These, 
however, show a 0 5 per cent increase over 
1985 86 devised estimates in case of corpora¬ 
tion income tax and 8 per cent increase in 
personal income tax Is it a planned under¬ 
estimate or IS there a lurking fear that the 
effects of lowermg of direct tax rates and col¬ 
lection drive are losing their momentum’ 
There is a general belief that indirect tax 
evasion is as common as direct tax evasion 
There b, however, a marked asymmetry in 
the treatment of direct and indirect taxation 
Commot^ty taxation in India is hikhly dif¬ 
ferentiated and selective, and it is di^ult 
to speak of a general duty rate of excises or 
custom* in the same sente u the general^ 
income tax rate. But it cannot be gainiaid' 
that both the 1985-86 and l98#-87 budgets 
had tax prpposab which, on the whok in- 
ipeated the raiet of boilh inora in the cate 
of tnmoiht di0fi|a ind im id fha caac of M* 


Gtses Revenue coDectiona (bom customs went 
up by 32 per cent in 1985-86 and excises ^ 
IS 9 per cent, in 1986-87. the increase ex¬ 
pected from excises is 93 per cent and 
customs 12 per cent, respecnvely The large 
increase in 1985 86 in customs would be due 
to higher dutiable imports made possible by 
the liberalisation pohcy, the slow down in 
1986-87 may be bwause of stricter impon 
policy The excise slowdown cannot be 
expiaiifed A detailed analysis of the causes 
leading to higher revenue receipts in both 
direct and indirect taxation will furnish a 
useful guide to tax policy 

There is, however, one aspect of tax policy 
which must be remedied at the earliest 
One difficulty in evolving a scientific and 
equitable tax policy is the extremely low 
coverage of income tax The lax collection 
and compliance costs are on the average 
lower in the case of indirect taxation, and 
every effort has been made in the last few 
years to increase taxation of comforts and 
luxuries Only a detailed study can show the 
incidence of commodity taxation on various 
income/expenditupe groups Such a study is 
being entrusted to the National Institute of 
Fublic Finance and Policy which had done 
a similar study for the Jha Commission The 
results of the study will be awaited wuh in 
terevt, but two points are obvious even trom 
the earlier studies (i) Nnther the lowest rural 
group nor the lowest urban group escapes 
paying indirect taxation (by Centre and Slates 
together) On the lowest rural group, the 
burden was 2 91 per cent and the lowest 
urban group 3 63 per cepi as a proportion 
of monthly per capita expenditure in 
1973-74 There is no reason except ease of 
administration to exempt them from income 
tax which can be adjusted to the personal 
circumstances of the tax-payers Even a 
carefully devised commodity tax system can¬ 
not do It (ii) By exempting commodities 
predominently used by the poor and levying 
high rates of commodates used by the rich, 
a commodity tax system can be made pro¬ 
gressive in the lower income ranges The 
Indian tax system has been so devised But 
a cannot be made steeply progressive: The 
concessions of the last few years have much 
lovrered the potential coverage of direct tax¬ 
ation This policy must soon be reversed It 
may have the advantage of making possible 


tax on agricultural incomes, which for the 
moment is ruled out i 

Insofar as lower tax rates lead to better' 
revenue collections, everybody would wel¬ 
come It as the effective incidence is increas-. 
ed But in the light of what has happened, J 
It IS doubtful whether the Finance Mintstwl 
has not gone too far from the viewpoint of ] 
optimum collection The reforms may suit; 
be welcome if they lead to harder work and i 
better effort, and more open economies ; 
These, however, remain to be seen except m' 
the amazing success of new debentures, 
equity shares, etc, m the market 

Capital Issles 

The 1985 86 tax reduction along with < 
other pro-market liberalisation policies led 
to a bwm w hich made it possible for many 
companies to get fresh capital from the 
market Rs 1,900 crore new capital was thui 
raised m the market m 1985 as against 
Rs 1,300 crore in the previous year Not mtly' 
established companies but even new com¬ 
panies benefited from it But this was more 
an acceleration of the tendency already evi¬ 
dent earlier when convertible debentures 
began to be issued by well established com¬ 
panies and soon thereafter when the terms 
and conditions on which nonconvertible' 
debentures issues were permuted were 
liberalised (Table 6) The stock exchange 
boom strengthened this 
The government, seeing this as well a* 
beyond the target of gross capital formdnon 
of Che private corporate sector, took three 
decisions After a long time the private 
sector investment\araet was higher, sbghtly 
higher, than that of plan public investment 
and as the permitted scope of the private 

Tables Tax Revenue Increase 
_ IN 1985-86 AND 1986-87 

Per Cent Increase 
1985-86 1986-87 

(R E) Over (B E) Over 
1984-85 1985-86 


(RE) 


Corporeuon 

220 

OS 

Income Ikx 

243 

80 

Customs 

320 

120 

UiUott Excise Dudes 

159 

93 

Ibtal 

223 

92 


Tvble 4 Distribution of Additional Expenditlre, 1986 87 

{Rs ifon/i 



Plan 

Non Plan 

Total 

Revenue Expenditure 

1,285 

4J45 

5,530 

(23 2) 

(76 8) 

(100) 

Capital and Loans 

1,851 

1244 

3,095 

(59 8) 

(402) 

(100) 

Revenue and Capital 

3,136 

5,489 

8,635 

(36 4) 

(63 6) 

(100) 

Plut Stales' Share of Dix Revenue 


-A 

1,534 

Ibiai 



10,159 


SmiKt: CMIE. “A Review of Central Budget: I9864r, Ikble 14. p 13, February 1986 
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ector began to be extended, the actual 
»rivate investment could exceed by a greater 
(inouni. The private corporate sector was 
isked to rely more on its own. The govern- 
nent which hitheno confined its borrotsing 
frogramme to a captive market created by 
nvestment regulations for banks, insurance 
sorpdrations, Provident Fund, etc, and by 
lirect command asked the public sector 
iompanies to borrow on their own in the 
>pen market, offering attractive terms 
ncluding tax exemptions. For 198£>87, 
lU 1,130 crore are expected to be raised in 
his way, and for the Seventh Plan the ta^et 
% of Rs 3,300 crom. Looking to the terms 
;he public sector companies are permitted 
:o offer, they may well succeed. But the im* 
»act on the capital market may adversely af¬ 
fect the capacity of the private companies 
:o reach the plan target and the structure of 
Interest rates may become unduly high. 
Qieat care will have to Ve taken to see that 
the sectoral plan targets are not determined 
by the capacity of the public companies to 
raise fiinds on their own and bear the burden 
of its service charges. 

Public Sector 

The public sector strengthened with great 
hope in India has done badly financially and 
as it has been enlarged in terms of capital 
held, the failure has become more evident, 
is accounted for 4S-S0 per cent of the total 
gross domestic capital formation but only 
contributed 13-20 per cent to the gross sav¬ 
ings, so that it proved a great resource- 
sucker. Its gross savings consist largely of 
depreciation funds. Retained profits are 
pteagre. Instead of adding to other plan 
resources it draws heavily on them apd 
thmfore iu equalltarian effects are minimal. 
The Seventh Plan aims at remedying this by 
ensuring that more than half of the public 
sector plan outlay is derived from internal 
and extra-budgetary iesources. The 1983-86 
revised budg*et estimates Rs 6,863 crore (34 
per cent) from public enterprise resources. 
It will be increased by Rs 1,820 crore in 
1986-87, but as we have seen before, Rs 1,130 
crore will be borrowed. 

* Additional resource mobilisation (ex¬ 
cluding bonds) which are expected to con¬ 
tribute 30 per cent of the total public enter¬ 
prise resources will be mitinly obtained from 


price inemses or increased efficiency. So fhr, - 
no information is available on the role* of 
each in resource mobilisation. The paper on 
Administered Prices which the Finance 
Minister has promised may throw some light 
on this. The likelihood is that a substantial 
part of this will come from price increases 
in which case there will be a price impact 
on the whole economy. 

Savings Shortage 

The resources crunch which is often 
spoken of regarding State resources is more 
fundamental. There is a shortage of savings 
and of foreign capital in relation to invest¬ 
ment needs. Even in the Sixth Plan gross sav¬ 
ings as percentage of GNP have been sug*- 
nant and. with the relative prices of capital 
goods rising faster, their ability to purchase 
investment goods has gone down. The Ap¬ 
proach Paper showed complete ignorance of 
this fact when it claimed that savings had 
reached 26 per cent. This claim has now been 
revised and even the target is lowered. The 
estimate now is that savings will increase 
from 23.3 per cent of GDP in 1984-85 to 24.5 
per cent during the Seventh Plan; the CSO 
puts 1984-85 savings at 22.1 per cent only. 
According to the CSO’s Quick Estimate for 
1984-83, the gross domestic savings grew less 
rapidly in the Sixth Plan compared with the 
growth of the national income and the rate 
of increase in gross capital formation at 
1970-71 prices was less also than in the 
previous decade. 

The increase in the savings percentage in 
the Seventh Plan will mainh come from 
public and corporate savings. The doubt is 
whether public savings will reach the higher 
target and whether household savings will 
keep up to their high level. The doubt per¬ 
sists as it has been foundThat through closer 
contacts with the outside world, with the 
freer availability of electronic goods and 
with the full strength of the media adver¬ 
tisements luring people the old spirit of 
austerity is drying. The one factor that can 
stilt tilt the balance is greater inequalitv 
fostered by high interest rate and profits, low 
tax rate and abolition of estate duties. But 
it is not an eventuality to be much cherished. 

POVERTY AND INEQUALITY 

According to the Provisional Estimates of 
the 38th Round of N$S consumer expen- 


Table6: Capitai Issi ed to the Pi blic 


(Jfs crort) 


Ifear 

Shares 

Debentures 

Tcftal 

Equity 

Preference 

Convertible 

. Non- 
convertible 

1981 

201.8 

3.0 

131.9 

76.9, 

413.6 

,1982 

229.7 

7.5 

263.9 

I36.S 

637.6 

1983 

240.0 

2.1 

77.3 

SI3.8 

833.2 

1984 

352.2 

0.3 

187.7 

763.8 

1,304.0 

198S* 

642.S 

0.9 

27.3 

1,218.4 

1,889.1 


^Noir. * Provisional data. 

^oune. CMIE, "Economic Oiitlook’V Tiblc 7.7, December 1983. 




,«.,un! distribution; the liuitfbef of penuans 
below the povmy line has gone down from 
■ 48.3 per cent to 36.9 per cent, i t lv 11.4 per 
cent. While this compares badly with (he 
Sixth Plan target of 30 per cent, if-these 
estimates are substantiated, it shows that the 
Plan is at least ^king some impact also on 
the main problem of poverty. This residt is 
comforting for the nation, which had earlier 
got some very pessimistic accounts of the 
IRDP, NREP^ etc. The figures cannot tell lu 
how much of the decline in poverty we owe 
to the poor generally participating in the 
above S per cent growth of the national 
economy and how much to the special anti¬ 
poverty programmes. Since both these fac¬ 
tors will continue with the same, if not 
greater, vigour, a further decline of 11 per 
cent in the poor is achievable 
Apart from the problem of absolute 
poverty, which rightly claims first priority, 
grave inequalities in income and wealth 
distribution remain as a socio-economic 
menace. We have no definite data on this, 
but available partial indicators show that it 
is not diminishing. We had, at one stage, 
thought of various fiscal devices, legal 
regulations direct controls and structural 
changes (including the public sector) to look 
after this aspect, but we are slowly disban¬ 
ding them one one and, what is worse, 
are losing faith in them, is it going to mean 
a loss of an ideal, or only a search for prac¬ 
ticable methods and techniques to achieve 
our goals? Time alone can tell. 

Nolf 

[My grateful thanks are due to D J Unakar and 
. my other colleagues at the CMIE for help in 
preparing this article.] 

1 Centre for Monitory Indian Economy: 
“Seventh Five-Year Plan, 1985-90—A Com¬ 
parative Picture", Table 11.3, November 1985. 


Ambalai Sarabhai Enterprises 

AMRALAL SARABHAI ENTERPRISES’ 
Computer Division, ORG Systems, has 
received a licence to expand its manufacture 
of mini computers and Micrq Processor 
Based Systems. It will also manufacture 
peripher^s like MICR Encoders, Hard Disk 
and Magnetic Tkpe Drives, Phototypesetting 
Terminals, Line and Dotmatrix printers, etc. 
The company has already entered into a 
technical collaboration agreement with a fast 
growing Danish computer company. Dansk 
Data l^ktronic A/S, to bring out a new 
' breed of super mini computers, ORO Super- 
max, in the Indian market. This system, b) 
virtue of its unique multi-CPU architeaute 
can grow from a single user syston to a larg< 
128 user system. This system opnrites undq 
UNIX, a well known Openttihg aysl^ 
developed by A and T Bell U^mtbries 
USA. It can niect the evo- Ipcowinii data pro 
cessing needs of Banks, Ri^iil^,. Dei^0 
andengkit^ and othm tofS 
prlvam sector otiaiBisatkitevv 




1986-87 Budget: Signs of Growth Pains 

without Growth 

Arun Kumar 

The Budget for 1986-87 presented by the government as pro-growth and pro-poor is neither. Within a modified 
model of ‘corflict’, as applicable to the Indian context, any pro-poor policy mu.st accelerate the growth of na¬ 
tional income as a pre-requisite. The earlier policy of growth through an accelerated programme of public in¬ 
vestments hw oeen icolaced in the recent past by dependence on increase in private investments. However, caught 
in the contradictions of corflict over taxation and expenditure policies to influence shares in national income, 
the new strati jv ha^- tost its thrust in the Budget for 1986-87. Yet the old policy has not been revived. The con¬ 
tradictions it had run into, which prevented the necessary resource mobilisation effort from being made, have 
not been resolved. The growth impulses in the economy thus face uncertain prospects and the 'conflict * over shares 
in national income is likely to sharpen further to the detriment oj the lot of the unorganised poor. 


THE Central budget for 1986-87 has tome 
towards the end of a year of major changes 
in economic policies. The central budget for 

1985- 86 had ushered in major changes in 
regard to direct taxes, and announced 
substantial alterations in the industrial 
policies (like, delicensing of 25 industries and 
changes in MRTP). These were followed up 
by the provision of broadbanding of similai 
products for licensing purposes, further 
changes in MRTP, policy initiatives in 
textiles, sugar and electronics industries, an¬ 
nouncement of the long Term Fiscal Policy 
(LTFP), etc. Important reports, like the 
Chakravarti Committee Report and the 
Report on the Black Economy were received 
and action initiated. In sum, the contours 
of a new economic policy were becoming 
clear. In contrast, the central budget for 

1986- 87 appeals to be a damp squib. 

It is not because the Finance Minister had 
pre-empted the budgetary exercise by an¬ 
nouncing the LFFP which had already sug¬ 
gested the introduction of MODVAT, the 
changes in the capital gains tax and the gift 
tax, and other Hscal policy changes contain¬ 
ed in the central budget for 1986-87. Even 
the announcement of massive pre-budget in¬ 
creases in administered prices and the con¬ 
sequent reduction in the resouice mobilisa¬ 
tion role of the budget to a farce is not the 
reason for why it appears to be such a 
non-event. After all, there are important 
announcements in the budget regarding 
government’s intention to come up with an 
agricultural price policy, an administered 
price policy for public sector products, 
changes in the definition ol deficit financing 
and setting of monetary targets. 

Even if none of these are of immediate 
importance, the fact that the central budget 
plans total expenditures of Rs 53,000 crore, 
approximately 26 per cent of the GDP, alone 
ought to make it of sufficient importance. 
In purely economic terms, it remains the 
single most important item in the economic 
calender of the country. Given its large* 
weight in the economic life, it affects various 
economic interests in the country through 
both the taxation policies and expenditures. 
The more long term impact is through the 
effect on the growth prospects of the 
economy. 


It IS on these counts that one may analyse 
the 1986-87 budget. After all, the govern¬ 
ment has presented the budget as a pro-poor 
budget and in continuation with last year’s 
budget, a growth oriented one. It is precisely 
in these aspects that the budget falls shoit 
of Its own claims, and therefore a dis¬ 
appointment For analytical purposes, an 
understanding, of this may be obtained 
using a model ot ‘conflict’ amongst the 
various economic groups in society. 


A ‘conflict’ model for understanding the 
phenomenon of stagnation in advanced 
capitalisi countries was suggested in 
Rowthoin (1977). It was aigued that the 
share of the national income desired by the 
two classes constituting a capitalist economy 
adds up to more Ilian one. I his leads to a 
conHict which causes the prices and money 
wages to move in an upward spiral ' Recent¬ 
ly, III a model of the Indian economy, this 
device has been used to study the limitations 
It sets on the role oi the goveinment and 
the stagnation that lollows (Patnaik, 1986). 

To be able to use the ‘conHict’ model, it 
appears necessary that one be able to 
demonstrate the mechanism of formation of 
shares in the national income which the dil- 
fereni classes expect to acciue to them. If 
one cannot do this in an ex-unie sense then 
one may simply be deducing ‘conflict’ over 
shares from the fact of inflation (rather than 
the othei way aiound). 

The phenomenon of collective wage 
bargaining, based on, say, a hypothesis of 
leading sector wage bargaining (see, Latwell, 
Llewellyn and Farling, 1974) may allow one 
to talk of an expected share of wages in the 
national income. Similarly, on the basis of 
some notion of average profitability in the 
eeonomy, one may talk of the profit margins 
expected by individual capitalists translating 
into an expected share of profits oui ot 
national incomc.s. 

The ‘conflict’ may be aggravated by tax¬ 
ation as demonstrated by Jackson, lUrner 
and Wilkinson (1975). The conflict occurs 
over the post-tax shares of the national 
income. Additional taxation simply reduces 
the post-tax shares and aggravates ‘conflict’. 
This goes contrary to Kaldor (195S-S6) which 
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suggested that a shift of national income 
away from workers by increasing the savings 
propensity in the economy controls inflation 
by bridging the Investment-Savings gap. A 
generalisation of Kaldor’s model incor¬ 
porating taxation and savings by the govern¬ 
ment, shows that Kaldor’s result is not 
always valid (see Kumar 1980). The expen¬ 
diture pattern of government becomes im¬ 
portant, specially of its inflation fuelled 
component of tax revenue. 

These models need to be expanded fur¬ 
ther to incorporate government policy 
induced changes in the shares of the various 
economic interests in an economy. In ad¬ 
vanced capitalist countries these may be in¬ 
corporated relatively easily because of the 
relative simplicity of the economic struaures 
and the relatively limited role of the govern¬ 
ment. However, even here, one has to con¬ 
tend with questions of how to treat the fact 
that government expenditures play a role in 
keeping demand near its full-employment 
level and allow profits to be realised? Does 
this aflect ‘conflict’? 

11 

In the Indian context, these questions 
assume complex dimensions. The mecha¬ 
nism of formation of expected shares in the 
national income is not easy to understand. 
Employment in the organised sectors 
(private and public) may not exceed 25 
million. The vast bulk of the workers are 
unorganised and unlikely to be able to 
effectively bargain for a share in the national 
income. Collective wage bargaining is un¬ 
likely to characterise the labour market. 

Similarly, in production, there is a sub¬ 
stantial unorganised sector (in agriculture, 
in small and in cottage sectors) which would 
again not be able to target a particular mark 
up. For the vai ious unorganised groups, the 
share of the national income would be what 
they were left with, i e, the residual left by 
the organised groups. 

The politically powerful in the unorganis-. 
ed groups, the surplus agricultural producers 
have resorted to government intervention to 
protect their share. The government steps in 
to cushion an adverse movement in the terms 
of trade. The vocal urban middle classes also 
seek government intervention to cushion a 

66t 



April 12. 1986 


ECONOMIC AND POLITICAL WEEKLY 


decline in their share of the national income 
Thus, the organised groups attempt to mam 
tain their shares in the national income and 
the burden of adjustment ultimately falls on 
those at the bottom of the ladder, the un 
organised poor ■ 

This scenario raises three questions First 
why does inflation not come to a halt as 
soon as the organised gioiips get their 
desired shares at the expense of the un 
organised > Sect nd, whit previms the 
organised sectors from continuously incrcas 
ing thetr shares at the expense of the un 
organised poor’ Third, is there a floor to 
the share of the unorganised pool ' In other 
words, the model as it suinds should allow 
for the continuous impoveiishmeiit of the 
unorganised poor 

The experience of Indian inflations is that 
they have onginatexl with i reduction in the 
national incomes, say, due to a drought or 
an oil shock Subsequently, thev have tapered 
off This suggests that in the Indian eeo 
nomy the inflationary pressure has not been 
continuous as required by the ‘conflict’ 
model This dittereiice can be understood if 
one analyses the specific mechanism of for 
mation of shares in the national income 

In industry, the workers bargain lor a 
given real wage rate while the capitalists aie 
interested in maintaining a certain product 
wage rate Since this process ot bargaining 
IS neither unifoim across industiies and sec 
tors nor simultaneously the process is spread 
out There is also an asymmetiy which pro 
longs the process While the process of fixing 
money wages is a bargaining process bet 
ween the capitalists and woikers, the capita 
lists adjust their puces to achieve the desired 
margins more or less at random I his siiua 
tion prevails because the different industries 
agree to money wage changes at different 
points of time T hus the input and output 
prices of different industries keep changing 
even after the wage bargaining pioctss is 
ovei for any of them 

The workers target for maintaining a real 
wage over the period of their contract 
through some formula for neutralisation ot 
cost of living Howevet. capitalists adjust 
their share over a period of time This 
implies two things First, the workers in the 
organised sector do not target for a share 
but an absolute amount while the capitalists 
target for a share ’ Second, at least in the 
organised sector, the reaction time of wage 
adjustments between signing of contracts is 
smaller for the workers than the capita 
lists * 

I he implication is that if the national in 
come contracts for any reason, real wage in 
the organised sector and the share of pro- 
flts can be maintained through squeezing the 
unorganised poor Similarly, when the 
national income recovers, the possibility of 
the unorgamsed recovering their share exists 
There possibly is some average level, like, a 
subsistence, for the workers and a margin 


tor the unorganised producers, about which 
the fluctuation occurs 
The converse of a contraction in the 
national income would be a growth in na 
tional income (in the present context, per 
capita national income) Clearly it the 
capitafists desire a fixed share of the national 
imom)* and the org.ii>>sed workers a given 
level of real wages, them 'tically, the share 
of the unorganised can inciease Thus, 
poverty alleviation and growth prospects are 
closely interlinked and the latter is necessary 
but not sufticeiit 1 his is wncre the role ot 
goveinnient is crucial and needs to be incot 
porated But, It is by the introduction of 
government that this simple model gets 
complicated 

Ill 

On the one hand the goveinment takes 
dwav a maioi portion ot the national in 
come leaving that much less to be divided 
up into shares m the national income On 
the other hand, government through its 
expenditures and transfers alteis the shares 
in the national income 1 hus government 
policy becomes a major dtterininiiu of the 
shares in the national income and conflict 
spills over from the market to policy for 
mulatioii rne importance ot being able to 
influence policy mav be gauged from the fact 
that expenditures in the ccntial budget have 
increased from around 10 per cent ot GDF 
in the mid fifties to ix per cent in mid sixties 
to 20 per cent in mid seventies and around 
24 per cent in 1984 85 
Since the organised sectors have had the 
most influential role in policy formulation, 
thev have also benefited the most I he grow 
mg governmental functions, and increase m 
the police and defence budget have meant 
a lapid increase in the non development ex 
penditures Lxpenditures under the head of 
subsidies (largely on food, fertiliser and ex 
poits) have also soicd to the benefit ot the 
farm lobby and the profit earners 
The capitalists have successfully kept the 
buidcn of taxes on their profits to a 
minimum Thus, the emphasis has been on 
increasing revenue through indirect taxes 
whose burden falls largely on wage goods, 
hence on workers Resort to tax evasion has 
also been widely used to prevent the post 
tax share fiom declining In the absence of 
adequate resources for development, the 
government has had to depend on large 
scale deficit financing and borrowing from 
the market As a result of large scale market 
borrowings in the past, the interest burden 
has become the largest single item of non 
development expenditure in the budget 
As a consequence of the large increases 
in the non-developmental expenditures (on 
defence, interest payments, subsidies and 
administration) this head exhausts the entire 
tax revenue It may be noted that the tax 
revenue as a percentage of the GDP has 
steadily increased over the years Thus, the 
increasing burden on the workers has coin¬ 


cided with growing transfers to the proper¬ 
tied classes 

The role of public investments has also 
been subordinate to the will of the private 
sector jirofifs Its role in providing cheap 
infrastructure to the private sector is well 
known This simultaneously boosted private 
sectoi piotits and made the public sector 
sick As a consequence, additional public 
sector investment are coming fiom borrow 
mgs and imposing a burden on the budget 
This siiatcgv his reached its limits since ii 
makes the public sector sick and through the 
burgeoning interest payment obligations, 
causes the liscal crisis to deepen 

I he alternative is to raise administered 
prices or to raise moie lax revenue bince in 
diicct taxes have become excessive and ac 
cording to industry, are curbing demand, the 
burden of raising more tax revenue is likely 
to tall on direct taxes and on curbing tax 
evasion In other words post lax profits 
would be affected Similarly a raise in ad 
ministered puces would also affect profits 

The private sector, realising ihc conse 
qucnccs has suggested a curtailment of the 
role of the public sectoi Such an action 
would obviously lower the trend giowth rate 
111 the ecoriomv Itie government and the 
private sectoi have iheiefore, suggested that 
there is a need to give more incentives to the 
piivatc sectoi to boost investments and the 
growth rate The seventh plan is based on 
• his sti itegv 

This appears lO be at the back ot the 
avertIv pro rich policy being actively pursued 
bv the govei nnieiit It is not that this trend 
stalled last year only the most elear strategy 
in this direction emeigcd with the budget for 
1985 86 Ihe policy makers know that it is 
not enough to ‘unfetter’ the private sector 
or to allow it a greater post tax share of the 
national income, but demand has to be 
created before investments would be forth 
1 oming ' 

In this context, it was a logical corollary 
that if more incomes were to be retained by 
the rich then the demand for the goods they 
would consume would rise Hence the sec¬ 
tors producing durables and luxury con¬ 
sumption goods were encouraged It was 
also argued that these goods were currently 
being imported or smuggled in and the 
private'Sector could tap this demand also 
The good had to be competitive with the 
imported ones 

The Indian industry has also been hoping 
to step up exports to boost profits through 
utilisation of capacity Yet this cannot 
happen without capacity existing and pro¬ 
duction being competitive in the world 
market Thus, there has been a demand for 
delicensing of capacity, to utilise economies 
of scale by using imported machinery As 
IS clear, the import intensity of the mvest- 
ment programme and of the luxury goods 
has been high As a consequence; we have 
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witnessed a sharply increasing adverse 
balance of trade In turn, this raises the de¬ 
mand to step up exports 

The high import intensity has had another 
negative consequence namely, a slowdown 
of demand in the economy The import of 
capital goods on a large scale* has meant 
ruin for the indigenous industry Similarly, 
according to FICCI, liberalised imports are 
affecting other industries as well It would 
appear that the growth impulses on an ex¬ 
panded luxury consumption programme 
would be weak and incapable of taking over 
the role played till now by the public sector 

In the face of mounting difficulties en 
countered by the new strategy, the budget for 
1986-87 has laised customs duties on im 
ports of capital goods It has raised prices 
of luxury consumption goods like colour 
televisions and cars through increased excise 
duties Thus, the new strategy is being 
diluted hut it is not that the old stiategy ot 
raising public sector investments is being 
revived 

The increase in the ceiitial plan oullav lor 
1986 87 IS only II pei cent (ovci the revised 
estimate for WS** 86) and this is of the same 
order of magnitude as the incitasc last veai 
in th" wholesale pi'ccs of machinery and 
transport equipment thus in real tciins the 
central plan outlay is more or less stagnant 
Further, the budgetary suppoit to the cen 
tial plan is going up bv Rs S0() crort only 
while the public sector is expected to con 
tribute an additional Rs 1 800 crorc (7t this 
about Rs 1,200 crore are expected to be bor 
rowed It is unclear whether these figures art 
realistic By shilling the responsibility tor 
boriowing, the problem of interest buiden 
MS a vb the budget mav be taken care of but 
docs not get resolved 


The budget for 1986 87 also creates con 
fusion in regard to excise duties MODVAT 
has been introduced in a mayor way with the 
objective of reducing the cascading effect of 
taxes so that the final prices ot commodities 
may be reduced by the produccis and 
demand stimulated MODVAf is supposed 
to serve the aim of giving incentive to in 
digenous production in comparison with im 
ports Further, according to the LTFP, the 
new tax system would allow the shifting of 
burden of duty payment from essentials to 
luxury goods The unintended taxation of 
essentials could be ended, it is hoped 
However, the history of excise taxation 
suggests that the above mentioned aims are 
unlikely to be fulfilled The idea of levying 
excise tax on a wide range of commodities 
and, specially, the basic goods was that to 
collect adequate resources, one had to tax 
those goods Whose elasticity of demand is 
low If this IS to be altered to high tax rates 
on some fuial goods and luxuries then 
revenue may decline Further, the argument 
for liberaliution of imports and reduction 
of customs duties has been that goods are 


otherwise smuggled in The two arguments 
taken together imply that ihe government 
plans to raise excise duties and lower customs 
dulies, in eflcct, encourage imports’’ 

The onlv possible solution is that it 
customs duties arc lowered and imports 
allowed, excise duties will also have to be 
lowered Ihereforc, NK^DVAT ernnot be 
shitted entirely to final goods and luxurv 
consumption items 1 he logic ot the situa 
tion IS that the stiui.ture of excise duties 
would have to be maintained more or less 
as It IS rile government has also stated 
that revenue would not be sacrificed, 

1 e, MODVAF would be fixed such that 
revenue neutrality is maintained In the 
circumstances, it can be shown (Appendix) 
that if the lelative tax rates structure remains 
unchanged and is adjusted only to maintain 
tevenue neutrality then no price fall of final 
goods can be expected 

Intuitively, it is not difficult to see why 
this result would hold It the government 
IS not willing to sacrifice revenue and the 
capitalists their margins (hence the shaic ot 
piof 1 s 111 the national income) then there is 
no reason for pi ices to decline 1 urther, the 
icccnt csperiences of excise duty cuts has 
been that the manufactures simply enlaigc 
their maigiiis rather than lowei prices The 
case ol svnihetic textiles is mentiond in the 
budget Itself 

In piinciplc, piiccs can be reduicd 
through the lowvrmg ot excise duties on 
basic goods and the coriesponding loss ol 
revenue made up by raising direct taxes ’ 
However, though this would not lower ab 
seilute post tax piofits, it would lower the 
share of post tax profits in the national in 
come Therefore capitalists would put up 
stiff resistance to such a move The conclu 
Sion IS incsLapable that use of MODVAI 
would neithci lighten the burden of the poor 
nor would it boost demand through lower 
ing ot puces 

In fact, prices arc likely to go up It goods 
on which ihe increased (to compensate tor 
the reduced cascading effect) MODVAI rates 
are applicable either contain inputs against 
which proforma credit is not available oi 
imported inputs are used, the prices would 
go up since duty on duty would be higher 
It IS only in this circumstance that there 
would be an incenti e for industry to import 
substitute which is apparently an aim of the 
new scheme Therefore, at least in the short 
run, the growth impulses are likel) to be 
weakened by MODVAT 

VI 

In conclusion, one can argue that the 
budget for 1986 87 presented by the govern¬ 
ment as pro-growth and pro poor is neither 
of these two It has been argued above that 
within a modified model of Conflict’ (as ap 
pitcable to the Indian context), any pro-poor 
policy must accelerate the growth of the na¬ 
tional income as a pre-requisite However, 
the earlier policy of growth through the ac¬ 


celerated programme of public investments 
has been replaced In the recent past by a 
dependence on increases in private in¬ 
vestments The strategy, caught in the con¬ 
tradictions of conflict over taxation, and ex¬ 
penditure policies to influence shares in the 
national income, has lost its thrust in the 
budget for 1986 87 Yet, the old policy has 
not been levived I he contradictions it had 
lun into which prevented the necessary 
resource mobilisation effort from being 
made have not been icsolved Thus, growth 
impulses in the economy (ace uncertain pro¬ 
spects and ‘connici’ over shares in the na¬ 
tional income is likely to sharpien further, to 
the dctiiment of the lot of the unoiganised 
poor" 

Appendix 

Modxat xnd Prk ls 

The iiucstion ot ,.ascading effect of excise 
duties may be studied by considering an input 
X used to make a commodity Y 
If the ex tactorv input price of X is Rs X and 
the rate of excise duty levied on it is t then the 
input cost tor Y is 
Rs \ (1 + t) 

If 1 ibciur ot Rs I IS used to make Y and the 
mark up on piinic costs is ti then the ex factory 
piles of Y IS 

Rs [(l + t) X ( I I (I ch) 

On this a tax rate of I is applicable so that 
the sale price of Y is 

Rs (I I X (1 ♦ t) 1(1 + h) (I I F) 
lotal tax collected bv the government in the 
ptoecss 

1\ I l(lih)(\+I) +F(lih)tX 
the cascading effect of taxes is t7\ (l + h) 
Piolits of manufactuKi ot Y are 
h(I 4\-i Xt) 

Piofits increase bv h\t as i lesult of input 
taxes 

In other woids there is a cascading effect of 
taxes on taxes and on piolits 
Wriih Modvat, assuming that duty structure 
remains relatively unchanged except that the lax 
rale IS incieascd to make total lesenue collec 
lion unchanged With the same structure of the 
model as above but 1 changed lo 1 and pro 
forma credit allowed for the excise duties paid 
on the input, 

Ouqnit price - (1 cT ) (IJ h)( (1 ft) X+L) tX 

For revenue neutrality, toial tax revenue must 
lemain unchanged with introduction of MOD 
VAT Therefore, equaling rewenue, we get T in 
terms ol F 

T T f ^ 1 

(li-h) (X + l+tX) 

Cascading effect of taxes - T fl+h)iX-lX 

- itx(If h) tx r X+I 1 

Ixii+txJ 

I e, less than earlier 

However, it can be shown by substituting for 
T in terms of T that neithci the output price 
nor the profits of the manufacturer of Y are 
changed as compared to the pre MODVAT 
situation 

Thus, though Ihe cascading effect of taxes 
IS reduced, the revenue neutrality requires tax 
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rate to go up by just enougn to compensate 
the decrease As such, if the profits and the tax 
component do not change, the final price ot 
Y also remains unchanged with MOUVAT 
The argument can be extended to a chain oi 
input and output uhcre staiting with a raw 
material one can show that all down the line 
prices remain unchanged Intact as argued in 
the text, if some inputs are such that an off 
set IS not available, then the price ma> actual 
ly use because the cascading effect would not 
be removed completely 


INotes 

1 Such a model was also implicit in Keynes 
‘How to Pay for the War’, as discussed by 
Trevithick (197^) and in Kalecki s writings 
(Kalecki, 1971) 

2 A model along these lines was built in Kumar 
(1982) to study government intervention in 
foodgrams markets through a policy ot pro 
curement and public distribution 

3 Even here, a possibility exists that if the 
capitalists actually target tor a rate oi return 
on capital and tix the mark up accordingly 
then the shaie of national income desired by 
them also changes It demand falls 
overheads per unit of output may go up and 
require a larger margin to maintain the same 
rate of return on capital Thus, maigins may 
rise leading to a larger desired share of na 
tional income 

4 This IS contrary to the assumption in P^t 
naik (1986) and would cause a rapid price in 
crease during the upswing 

5 See tor instance Kumar (198S) for an analysis 
of these aspects of the 1985 86 budget 

6 In the first six months oi 1985 86 as com 
pared to the corresponding period oi 
1984 85, total imports have increased by 24 5 
per cent but that of capital goods is up 37 6 
per cent, and of others by 41 8 pci cent 

7 Kalecki (1971 35 42) shows that levvina cum 
modity taxes simply redistributes national m 
come from workers to those who receive 
government payments He also shows that 
a direct tax on profits raises employment 
Thus, theoretically, the latter ought to be a 
more pieferred manner ot raising revenue 

8 Even the ‘Hindu rate of growth mav weaken 
with the changed strategy of reduced public 
sector investments 
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Union Budget Proposals 1986-87 

M P Chitale 

The Budget for 1986-87 recognises the reality of the Indian situation and, without going back to a regime of 
high tax rates and multiplicity of controls, makes a few pragmatic changes. The facility of faster depreciation, 
funding of profits and lowering of the burden of capital gains taxation will help mobility of investible funds. 
Changes in customs duties have been made with a view to widening the market for indigenous production and 
removing hurdles created by the liberalised import policy. A structural change is being effected in the levy of ex¬ 
cise duties by offering a more general facility of deducting excise duty payable on inputs used in the production 
of excisable goods. 

All this notwithstanding, unless permanent solutions are found for the problems of overstaffing and overman¬ 
ning in the government and the public sector, oj subsidies to affluent Jarmers, of the size of defence expenditure 
and of government expenditure generally, not only will there be no room for lowering the level of direct or in¬ 
direct taxes but the inflationary rise in costs and prices arising from the unavoidable efforts at imporving the 
surpluses from public sector undertakings will continue. The recent increases in the prices of petroleum products. 


foodgrains and fertilisers are only the 
impact oJ e.xpansionary fiscal pohev, 

THE Union Budget proposals for 1986-87 
have to be looked as a follow-up in the light 
of new liberalising approach to economic 
policy initiated last year. Substantial lower¬ 
ing of rates of income tax and wealth tax 
together with abolition of estate duty did 
create an environment where evasion of 
direct taxes lost whatever relevant or less 
relevant moral rationale it gathered Income 
tax collections are expected to register an 
increase of 36 per cent It will be the highest 
amount of revenue ever collected. How 
much of this increase in revenue was due to 
the reporting of higher incomes as a result 
of lowering of taxes or improved level of 
compliance, and how far it was on account 
of the most strict attitude of tax administra¬ 
tion in matter of tax evasion and avoidance 
and wide publicity concerning voluntary 
disclosure scheme it is too early to say. But 
it has to be recognised that there is improve¬ 
ment all around. 

Changes towards liberalised industrial 
licensing policy have yet to make their im¬ 
pact felt. With substantial budgetary deficit 
and more money left in hands of tax-payers 
and absence of any built-in provision for 
regulating investible funds I had anticipated 
rise in general prices. Surprisingly, however, 
remarkable rise in prices (over 60 per cent) 
took place only in the case of shares of 
Indian companies. Although profitability of 
Indian companies Jias been declining specu¬ 
lative positions have been built up in scrips 
that are in short-supply. Capital market is 
strong although not healthy. 

Rise in general prices has been moderate, 
less than 4 per cent in wholesale prices but 
a little more in cost of living index. Com¬ 
fortable level of stocks of foodgrains in an 
year of draught in some regions, 2 percen¬ 
tage points lower increase in the rate of in¬ 
crease in money supply (17 per cent) and 
absence of scarcity in supplies of industrial 
goods have helped restrain any undue rise 
in prices. 

Long Dsrm Fiscal Policy statement ahd 
other armouncements about liberalisation in 
economic policies have rembved a good deal 


beginning. In the absence of monetary 
inflationary forces will forge ahead. 

of uncertainty and ert'ated a climate of con 
fidence and stability conducive to promoting 
growth The Budget for 1986-87 recognises 
reality of Indian situation and without going 
back to a regime of high tax rates and multi¬ 
plicity of controls makes a few pragmatic 
changes. Facility of faster depreciation, 
funding of profits and lowering of the 
burden of capital gain taxation will help 
mobility of investible funds. Changes in 
customs duties are made more with a view 
to widening the market for indigenous pro¬ 
duction and temoving hurdles created by 
liberalised import policy. A structural change 
is being made in levy of excise duties by 
offering a more general facility of deducting 
excise duty payable on inputs—raw materials, 
components, etc, used in production of 
excisable goods. 

Plan outlay has been increased to 
Rs 22,300 crore being 20.5 per cent higher 
than budgt estimates of 1985-86. There is a 
perceptible increase in outlay on schemes of 
rural development. The Budget makes a 
reference to taking of steps to change the 
cropping pattern in case of agriculture. 

Situation about growing trade dePicit and 
increasing reliance on foreign borrowings 
appears however worrisome. It is also a 
matter of concern that all the changes in tax 
structure, direct or indirect taxes does not 
essentially change or improve the contribu¬ 
tion of revenue budget to the development 
of economy. While tax revenue of 1985-86 
increased Rs 2,476 crore over the budget 
estimates, the government expenditure also 
soared up. The budgetary deficit is estimated 
to rise from Rs 3,316 crore to Rs 4,490 crore. 
This conventional measure of budgetary 
deficit does not take account of the com¬ 
pulsive subscriptions from Reserve Bank of 
India to long-terrii securities issues by 
government. To get at the true size of deficit 
inclusive of deficit of state governments, 
another Rs 4,000 crore should be added. 
Long and short of the government revenue 
position is that it has ceased to contribute 
to the development of economy or to capital 
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restraint to balance the inflationary 


expenditure for purposes of development 
since last 15 years 

Unless permanant solutions are devised 
for reducing the overstaffing and over¬ 
manning in government and public sector, 
in reducing subsidies given at least to 
affluent farmers, in reducing the size of 
defence expenditure and generally lor reduc¬ 
ing the burden of government expenditure, 
not only is there any looni for lowering the 
level of direct or indirect taxes but the public 
will have to lemain reconciled to the infla- 
tionaiy rise in cost and prices arising from 
the unavoidable efforts at improving the 
surpluses from public sector undertakings. 
The recent attempt of increasing the prices 
of petroleum products, issue price of food- 
grains or fertiliser is only the beginning. 

Unless there is monetary constraint to 
balance the inflationary impact of expan¬ 
sionary fiscal policy inflationary forces will 
forge ahead. 

MODVAT 

In the sphere of excise duties, the Finance 
Minister has initiated an important struc¬ 
tural change. Till now there was a limited 
provision for offsetting the excise duty paid 
on inputs against the duty payable on ex¬ 
cisable product. Government has now intro¬ 
duced a new scheme; MODVAT, under which 
proforma credit for excise duty (including 
countervailing duty) has been extended and 
more or less generalised to apply in case of 
all excisable products, except a few selected 
sectors. The Finance Minister has claimed 
that MODVAT will decrease the cost of the 
final product through the availability of in¬ 
stant credit of the duties paid on imports and 
consequential reduction of interest costs. 

This claim may not materialise. Unlike 
VAT (Value Added Thx) where deduction or 
credit is available for whole of the input cost 
from value of the output, credit under 
MODVAT is restricted only to the element 
of excise duty in respect of inputs. There is 
no credit for import duty. Increased credit 
will not be available also where prices for 
input increase but there is no change in excise 
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duty. Under Long Ifcmi Fiscal Policy almost 
40 per cent increase is expected (from 2,9 per 
cent of ODP in 1983-86 to 4.1 per cent in 
1989-90), in surpluses from public sector 
undertakings. Surpluses arise only after the 
rising cost of all inputs and wage costs are 
absorbed. There is no knowing therefore 
about the magnitude of impending price rise 
in case of goods and services produced by 
public sector. If the administered prices of 
steel, electric power or railway freight in 
cmase and there is no change in excise duty, 
MODVAT would not help and bring about 
reduction in cost and prices. In the Long 
Ikrm Fiscal Policy Statement increase in 
revenue from indirect taxes is much lesser, 
almost 'A of the rate of increase in surplus 
from public sector undertakings. In this 
change of scenario, while MODVAT is a 
good beginning and change in the right 
direction not much change by way of reduc¬ 
tion in prices could be expected. 

Even after change over to MODVAT, 
budget proposals estimate additional 
revenue of Rs 60 crorc from changes in excise 
duties. This is of course quite meagre com¬ 
pared to Rs 260 crore estimated from 
changes made last year. Some imaginative 
changes have been made in restructuring 
excise duties calculated to stimulate increase 
in use of minor unconventional oils in 
manufacture of vanaspati and soap and 
through concessions in excise duty applicable 
to samll-scale industries. Of particular 
signiricance is‘the provision that although 
small-scale units would be paying excise duty 
at concessional rates, proforma credit will 
be granted to a user industry buying pro¬ 
ducts of small-scale unit at the normal rate 
of duty. This would act as a check against 
the practice of selling goods without making 
invoice and avoiding excise duty. 

Owing to removal of tariff item 68 follow¬ 
ing the international classification of ex¬ 
cisable goods and consequently the dis¬ 
continuation of concessions applicable to 
production of goods under the old tariff 
item 68, earlier full exemption of duty for 
clearances upto Rs 20 lakh and graded duty 
for clearances thereafter upto Rs 40 lakh is 
no longer available under MODVAT clear¬ 
ances upto Rs 7.3 lakh only are fully exempt 
in the case of small-scale industrial units. 
This has naturally caused a lot of resentment 
and protest from small-scale industry. 

Introduction of a new structure would 
necessarily involve some changes which 
would benefit some and increase burden on 
others. Difficulties would be eventually 
resolved. 

Changes in customs duties ate made with 
a view to discouraging imports of goods 
where sufficient capacity exists for domestic 
production. Duty has been lowered in the 
case of component parts of machinery. 
Changes in customs duty are estimated to 
yield additional revenue of Rs 407 crore as 
compared to Rs 287 crore last year. 


Investment allowance 

1 wish to congratulate the Finance 
Minister on the firm stand taken by him in 
implementing the intention of government 
about discontinuing investment allowance. 
Even after the publication of Long Term 
Fiscal Policy statement, dissatisfaction and 
unhappiness about abolition of Investment 
Allowance continued in the industrial circles 
and financial press, it was argued that 
Investment Allowance is a more effective 
measure of stimulating investments through 
early generation of larger rash accruals. I 
do not share this opinion. 

In the existing Indian situation where we 
have a fairly well diversified industrial struc¬ 
ture of basic industries, capital goods in¬ 
dustry, intermediate goods industry, con¬ 
sumer goods industry, etc, and in the con¬ 
text of rising capital-output ratio, we should 
be concerned not merely with the si/e of in¬ 
vestment in plant and machinery per se. It 
is more important to ensure that any invest¬ 
ment is efriciently used. More often invest¬ 
ment allowance used to be availed of in order 
to reduce tax on profits from old established 
business, profits earned in the protected 
market created by means of tariff walls and 
industrial licensing. Even the profits made 
by less efficient or inefficient industires 
could avoid payment of tax through instal¬ 
ling a new machine. 

Investment allowance had no link with 
efficiency or efficient use of resources. 
According to the KTCI study on financial 
performance of companies, number of com¬ 
panies having a low return on capital 
employed within the range of 1-10 per cent 
has increased over a period of 5 years, 
1981-85, from 25 per cent to nearly 50 per 
cem of the 417 reporting companies. But 
even such compaflics were beneficiaries of 
investment allowance. 

While efficient and not so efficient com¬ 
panies could reduce their tax burden through 
investment allowance, other companies 
engaged in service industries or companies 
confronted with adverse trading conditions 
or stagnant market were required to pay high 
rate of tax, although the companies happen¬ 
ed to be msui^ed with reasonable effldency. 
I had pointed out in my articles over past 
several years drawbacks associated with the 
scheme of investment allowance. I may be 
happy that it has been withdrawn. 

INVESTMENT DEPOSIT 

Investment allowance is now being re¬ 
placed by a scheme of Investment Deposit 
Account. The scheme of investment deposit 
account is qualitatively superior than invest¬ 
ment allowance. It should not however be 
merely looked upon as an alternative to 
investment allowance as the government 
seems to do. 

Scheme of investment deposit can be an 
effective measure for encouraging reduction 
of wasteful or avoidable expenditure and as 


stimulant for improvement of productivity 
and cost reduction. Any steps towards im¬ 
proving performance and reducing the cost 
and expenditure will tend to generate more 
profits. Profitability is a convenient and 
generally recognised yardstick for measur¬ 
ing managerial efficient^. By releasing a por¬ 
tion of the profits from the impost of tax 
and allowing the use of such profits for pur¬ 
poses of growth and development a thrust 
could be given towards improvement in 
efficiency as also cost reduction through 
competition. Looking in this broad context 
1 would suggest the foUowing modifications 
in the scheme of investment deposit: 

The specified purposes for which amount 
of upto 20 per cent of the profits be 
deposited in the investment deposit account 
with IDBI and utilised should also include 
working capiul. U/s 33 AB introduced last 
year applicable to tea growing companies, 
amount deposited with NABARD can be 
utilised for incurring any expenditure for the 
purpose of business. 

Facility of using investment deposit for the 
purposes of working capital could promote 
pt ice competition and price reduction and 
incidentally reduction of cost in the case of 
others In the case of a vast country like 
India, efficient companies engaged in trade 
and distribution are as much necessary as 
manufacturing companies. Remarkable 
growth m trade and exports made by Japan 
is primarily due to its strong trading 
organisations. Opportunity to develop a 
strong working capital position through the 
use of own profits by the business will 
induce increase in competition and efficiency 
with a view to enlarging the turnover and 
profits. Otherwise, the proposed restrictions 
on use as to office appliances, road transport 
vehicles, machinery in office premises and 
residential accommodation, etc, are sound 
and reasonable 

It would be well to observe that facility 
under investment deposit account could be 
availed of by any assessee having business 
income although eligible business profits do 
not cover profits arising from business as 
also from leasing or hiring of machinery to 
or in connection with non-priority or leu 
essential industry engaged in production of 
goods listed in the Eleventh Schedule. But 
all small-scale industries, regardless of the 
line of their product, are eligible under 
investment deposit scheme 

In order to make the scheme of investment 
deposit account or funding of profits more 
attractive, I would also suggest that amount 
to be deduaed may be increased to atleast 
30 per cent instead of 20 per cent of the 
profits of eligible business or profession. 

Faster Depreciation 

Alongwith the withdrawal of the Invest¬ 
ment Allowance and introduction of the 
fadlity of Binding of proBts, normal rates 
of depreciation are being rat^. There an 
to be only 2 i«es of depredation-^33 Vi fw 
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cent and SO per cent made applicable to a 
block of assets instead of individual assets 
Faster depreciation at the rate of 33'4 per 
cent means that under smgle shift, nearly 81 
per cent of the cost of the assets would be 
written off in 4 years Under double shift 
operation, write off could be 87 V4 per cent 
in 3 years For block of assets to which the 
rate of so per cent is applicable, under single 
shift 87 S per cent of the cost could be 
written off in 3 years and nearly 93 per cent 
of the cost in 3 years under double shitt 
operation 

Unuer the existing r ites ot depreciation 
It used to take 10 years under single shift and 
6 years under double shift to write off over 
80 per cent ol the cost where rate of normal 
depiecution was 15 per cent Where the rate 
vias 20 per cent it took 7 veais ind < yeais 
under single shift oi douhU sh tt opet ti(>n 
respectively 1 his was il c position when 
ad^tional depreciaiton t.ould be availed ol 
in respect of plant and machinery installed 
after March 31, 1980 but before April 1, 1985 

Faster rates ot depreciation coupled with 
facilities under investment deposit account 
should go a long way in meeting the pro 
blems of modernisation replacement and 
rehabilitation of plant and machinery in in 
dustries which are not highly capital inten 
sive In the case of highly capital intensive 
industries the problem could be tackled it 
necessary by liberal debt equity ratio and 
loan assistance trom financial institutions 

iNThR CORPOR\If DlVlDI-NI)S 

It IS regrettable to note that government 
proposes to discontinue the concessional rate 
of tax applicable to dividends received by 
domestic companies from other domestic 
companies Till now 40 per cent only ot 
such dividend income was taxable After 
reduction in the rates ot corporate tax made 
last year and this year intercorporate 
dividends would have attracted an eftective 
titx at the latc of 24 per cent, 22 per cent 
or 20 per cent depending upon the category 
of the company receiving dividends It is 
worthwhile to observe in this connection that 
dividend income comes out from company 
profits that are already subjected to tax and 
there happens to be thus an element of 
double taxation On dividends which are but 
appropriation of profits the company 
declaring a dividend itself pays tax The 
recipient company is required to pay tax over 
again on the same amount of profits when 
received as dividend 

It should be observed that large new 
busmess projects can be sponsored only after 
a team of experts consider and examine the 
. vanous options as to technology, collabora- 
; tion for i^taining know how, location, etc, 
' and formu^ die project after decisions are 
taken on several critical aspects of the prp- 
jeet Not single individuals but an mganisa- 
tion of a large company is papaUe of con¬ 
ceiving, sponsonng and taking a lead in 


implementing such projects Without any 
financial stake or investment on the part of 
sponsoring company, there cannot be suf 
ficient confidence among general investors 
and even financial or investment institutions 
to invest in the new projects The tonces 
sional treatment in respect of inteicorpoiate 
dividends that could be availed of in future 
induces sponsonng and other supporting 
companies to take immediate risk and 
engage their funds in riskful new enter 
prist''project which lorms the basis for 
otiurs 'o icnc I patlikipate in financial 
assistance to lu v ^ iierpriscs Withoiii tl is 
Iviuhpin which indices the promoters o 
lend their ctwn tiiiancial st ixe and invciv 
nent in the success of new projects the 
activity of sponsoring and launching a ncx 
venture would rccetvo a set back 

It there IS concern about growth in coi 
centration and contiol of economic iiciwt r 
and related aspects government can take 
suitable steps to prevent inter locking c I 
directorships and torm broad based board 
of directors and improve effectiveness and 
iunctioning ot he board of direclois 

The government may also consider 
plating rest rut ion w} of I ^ years period 
from the date of acquisition of shares for 
axailing oj concessional treatment as 
respects intercorporate dividends Such a 
step may actually induce mobility of investi 
bic funds and launching ol new projects 
along with the release of funds IcKked up 
in established enterprises, on the part of 
sponsoring companies 

Oin Tax 

Changes made in gilt tax arc all salutory 
and reasonable In place of the existing rates 
of gift tax ranging from 5 per cent upto 
taxable gifts of Rs 20,000 to 75 per cent on 
taxable gift exceeding Rs 20,00,000 there will 
now be a uniform rate of gift tax of 30 per 
cent I he income both earned and unearned 
attracts a tax rate of 30 per cent when 
total income exceeds Rs 25,000 If gift 
which IS after all income of the nature of 
unearned income and bounty is taxed at the 
rate of 30 per cent where the total amount 
of gift exceeds Rs 20,000 it cannot be said 
as unfair Till now, gift tax at the rate of 30 
per cent applied only in the case of gifts ex 
ceeding Rs 5 lakh Average rate of 30 per 
cent applied only where -taxable gifts ex 
ceeded nearly Rs IS lakh Moreover, after 
removal of estate duty and lowering of tax 
on personal incomes changes were called for 
in structure of gift tax 

Significant change in the matter of gift 
tax IS that the erstwhile exemption in case 
of gifts made bona fide in the course of 
carrying on business or profession is dis 
Continued Unless therefore amounts paid 
or incurred in the nature of gifts in the 
course of business are allowed deduction as 
legitimate business expenditure; such amounts 
will attract tax at the rate of 30 per cent 


DLBFNrURHS OF PUBLIC SEC lOR 
COMPANIES 

With a view to increasing the investible 
resources available to the public sector, 
investments in debentures issued by pubhc 
sector companies is being wholly exempted 
from wealth tax without any monetary limit 
Interest on debentures issued by public sector 
coiiipames is also being covered under the 
limited category of tax exempt investment 
income U/s 80 I Interest payable on such 
debmures is also being excluded from 
dedu non of tax ai source Whereas deben 
lures Issued by pnsale sector companies have 
to be II expenditure on stamp duty and can 
be transferred only after registration ol 
instillment of transfer, bonds of public 
sector companies could be transferred 
merely by t ndorsement and delivery as in the 
vis( ol bonds issued by Indian Telephone 
Industries and National Thermal Power 
( oiporaiion Although ihe tapping of rural 
savings has bven given as ostensible reason 
for this concession in respect of debentures 
by public sector companies it seems quite 
obvious that ihe concessions arc meant to 
channelise black money Of course it black 
money can be so channelised in publ c sector 
actisities such as railways communications 
and power it would be conducive to pro¬ 
moting public interest All these steps are 
welcome so long as government remains 
firm in its approach to rooting out cor¬ 
ruption and black money 

Diversion of savings to pubhc sector com¬ 
panies and trend towards securing increased 
surpluses from public sector enterprises will 
affect adversely 'he liquidity as also pro 
fitablity of private sector companies The ex¬ 
ceptionally high share prices cannot be 
sus ained at the existing level 

Avoiuabi e Steps 

When tax rates of income lax were 
lowered only last year and in the context of 
far from happy situation of government 
finances there is no sufficient justification, 
in my opinion, for raising the limit of 
standard deduction from 25 per cent to 30 
per cent of salary and raising the ceiling for 
deduction from Rs 6,000 to Rs 10,000 
Government could as well have increased the 
general level of exempted income from 
Rs 18,000 to Rs 20,000 Government has 
been manifestly partial in favour of one class 
in society 

The Finance Minister in his budget speech 
also made complimentary references about 
inci easing the salary base for bonus from 
Rs 750 per month to Rs 1,600 per month and 
increasing the eligibility limit of employees 
entitled to bonus from Rs 1,600 to Rs 2,500 
There is no recognition however that there 
IS a need for taking suitable steps for ensur 
ing adherence to proper work norms and 
discouraging obstructive and coercive prac 
tices harmful to improving productivity and 
performance 
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I am also not happy about the step of 
raising interest on provident fund to 12 per 
cent. On the one hand, government is con¬ 
gratulating itself on containing the rise in 
rates of increase in prices. On the other, it 
is talcing a step in the direction leading to 
general increase in the level of interest rates. 
Moreover, it is difficult to bring about in¬ 
crease in contractual savings like provident 
fund by raising the yield by 20 per cent. 
Ultimately the rise in rates of interest are 
bound to reflect as increase in the cost of 
using funds, and affect industry, business, 
government and particular activities like 
housing adversely. Interest features as a cost 
in all,productive ventures and activities. 
Keeping the rates of interest in real terms 
positive and compatible with the rate of 
growth is what matters. 

There is also another aspect to interest on 
provident fund and that is it is exempt from 
income tax. This raises the effective taxable 
yield on provident fund balances to as high 
as 24 per cent, at the highest marginal rate 
of tax of SO per cent. That investment in 
riskful ventures is inhibited by such action 
by preventing persons who can afford to take 
the risk and make them shy away from 
investment in new ventures the government 
appears less concerned. 

Mutual Funds 

In foreign countries, particularly in the US 
and UK, concept of mutual fund or invest¬ 
ment companies has played a significant role 
in financing the development of economy. 
There are over 1,000 mutual funds in the US 
which offer variety of investment plans and 
a variety of' portfolio meeting particular 
needs of the investor. The need of any in¬ 
vestor for securing the diversification of 
iiivestments and spreading of risk over wide 
portfolio, instead of putting all eggs in one 
basket and of getting the benefit of expert 
financial management and advice is met and 
satisHed through investment in mutual funds 
or investment companies. 

It is difficult for an individual investor to 
keep track of the performance of companies 
in which investments are made, difficult for 
him to evaluate and form judgments about 
disinvesting or investing amidst varying and 
competing investment opportunities. 

Underlying motives of investment or the 
needs of individual investors vary not only 
from individual to individual. Even in 
respect of the same individual, needs and 
requirements vary from period to period. 
Seme investors would give preference to 
safety and liquidity rather than the scale of 
return. Some would like to increase their 
current earning power by securing the 
highest yield available commensurate with 
the risk involved. Investors having comfor¬ 
table other income would be interested in 
investmenu having more potential for 
capital appreciation rather than current 
yield. AceonSng to their paaonal MCds in¬ 
vestors wo)(ld like to invest in mutm||mnds 


having separate plans responding or meeting 
the particular need and object of the 
investor. 

In the Indian situation with a view to en¬ 
couraging local industry and enterprise and 
enthusing participation in investment 
calculated to develop and benefit local in¬ 
dustry and business, local development, 
local employment, it is desirable that mutual 
funds re.sponding to the needs of local 
people should be promoted in different 
regions. 

Although there is a well functioning insti¬ 
tution, Unit Trust of India; it is desirable to 
promote formation of mutual trusts or in 
vestment companies which can effectively 
compete among themselves and with Unit 
Ikust of India. This kind of development will 
benefit both, the persons who save and 
invest and the persons who need investible 
money for their proiects or business. 

There are several aspects connected with 
working of mutual funds or investment com¬ 
panies that need to be regulated in public 
interest. In the UK there is distinction 
between authorised and unauthorised unit 
tursts, and there is a regulatory framework. 
Prevention of Fraud (Investments) Act, 1958. 
In the UK regulation of unit trusts is made 
by Board of Hrade. Likewise in the US 
mutual funds and investment companies 
have to function under the regulation of 
Securities and Exchange Commission. 

Unit Ihist of India is exempted under Sec¬ 
tion 32 of the Unit Trust of India Act, 1963 
from payment of income tax, super tax, sur 
tax or any other tax in respect of the income 
or profits derived from any source. Invest¬ 


ment companies in the US ate likewise not 
required to pay income tax when 90 per cent 
of taxable income excluding capital gains is 
distributed and there is no tax on distribu¬ 
tion of dividend, interest or capital gains 
In the UK franked investment income is 
exempt from corporation tex in hands of 
unit trust. Government of India should 
likewise take suitable steps for removing the 
element of double taxation where mutual 
funds or Investment companies operate 
merely as conduit for passing on Investment 
Income to contributors or participants in the 
fund. While welcoming the government pro¬ 
posal to set up a new mutual fund in the 
public sector where investments in units 
would qualify fof exemption of capital gains 
I would uige government to initiate legisla¬ 
tion prescribing statutory regulation of 
mutual fund and investment companies in 
private sector. 

Risk Capiial 

It should be a matter of concern that even 
after the lowering of tax rate on personal in¬ 
come and on wealth and the lowering of cor¬ 
porate tax, the situation confronting new 
entrepreneurs in the task of collecting risk 
capitd remains daunting and unhappy. This 
is so regardless of whether venture is set up 
in partnership or under a limited company. 

Government has initiated through finan¬ 
cial institutions at the state level and the 
Central level, schemes for providing seed 
capital for new entrepreneurs. This will help 
entrepreneurs in getting their schemes or pro¬ 
jects about the new ventures examined and 
vetted by technical and financial experts in 
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the institutions and also financial assistance 
in the shape of seed-capital, i e, a part of 
risk capital. However, considering the size 
and spread of India and the urgency of 
creating opportunities of employment and 
fruitful development there is a need of en¬ 
couraging personal initiative of emerging 
entrepreneurs and of creating a general en¬ 
vironment where risk ct^Mtal would be forth¬ 
coming more readily and made available to 
new entrepreneurs. Then only can the society 
get benefits arising from dedicated efforu 
and complete personal involvement in 
response to the financial stakes put in by 
one’s own well-wisners and relatives. At 
present the hurdles are too many. Cost of 
obtaining and servicing risk capital is far 
heavy and higher than the cost of serviang, 
borrowings and loans. Also there are diffi- 
cultte> facing investors in providing risk 
capital. 

Take the case of partnership Well-wishers 
intending to give financial help by providing 
risk capital in the capacity ot partners are 
obliged to assume unlimited liability and 
place even their tuiurc earnings and savings 
al iisk, if the venture suffers loss. Govern¬ 
ment has not yet taken steps to make avail¬ 
able the facility of limited liability to a 
paitner Legislation permitting limited 
partnerships prevails ail over the world. But 
the Government of India and the concerned 
bureaucracy has adopted a ‘dog in the 
manger’ attitude. If you need a transport, 
you can use either a bicycle, a scooter, a 
motor cycle or a motor car. But in India, if 
you have to set up a venture, you must 
necessarily adopt a corporate form of an 
organisation in order to get the benefit of 
limited liability. Concept of a partner with 
limited liability is unknown to India which 
seeks to keep apace with the modern 
developed industrial countries. 

interest on risk capital put in by a partner 
IS taxed twice, once in the hands of the firm 
in the shape of tax on registered firm and 
secondly in the hands of partner himself. 

Ordinarily, a new entrepreneur is not 
known to the capital market and neither has 
he any access to it. He can expect to get 
financial assistance from his relatives, 
friends and well-wishers. Normally, under 
the existing framework ’ taxes they will 
have invested their savings upto Rs 1.20 iakh 
in National Savings certificates, bank 
deposits, units of Unit IVust or such kind 
af investments which yield steady, regular 
tax-free income. All these investments are 
lafe, secure and carry no risk. To help a new 
entrepreneur involves losing this kind of tax- 
free income and inviting upon oneself risk 
wociated with risk capital in a new venture. 

In addition to savings locked up in 80 L 
lon-risk investments, some part of savings 
be in provident fund, and life insurance, 
rhereafter investment in a flat ot small 
louse will naturally exercise a prior claim 
in bis savings. In such a situation with a 
riend or well-wisher flom middle income 


group there remain hardly any substantial 
savings which could be made available as 
venture capital to a new entrepreneur. 
Sources from which entrepreneur can hope 
to collect venture capital thus remain quite 
meagre and few. 

In the case of limited company cost of ser¬ 
vicing risk capital could welt exceed from 30 
per cent to 40 per cent depending upon the 
tax rate applicable to a limited company. 
When one has to pay on borrowed finance 
by way of deposits, debentures or bank 
credit, interest at the rate of IS per cent to 
17 per cent, risk capital cannot be obtained 
unless a return exce^ing IS per cent is made 
available, being a return commensurate with 
the risk involved. 

It may be noted in this connection that 
small income earners can improve their 
current income and yield by earning more 
from the small amount of savings they 
possess. This can be done by making invest¬ 
ment in the form of company deposits or 
debentures where an acceptable degree of 
risk can be taken, particularly where the net 
worth of the compan> in the shape of paid- 
up capital and reserves is fairly strong and 
adequate to provide a reasonable cover for 
depositors and lenders Strong bas.e or risk 
capital would thus help an entrepreneur to 
attract larger finance by way of borrowed 
sums and incidentally help small savers to 
obtain attractive yield. 

In order to take care of the problems con¬ 
cerning gathering of nsk capital, I would 
earnestly suggest that following steps be 
taken by the government: 

1 I.egislation conferring limited liability 
status particularly on dormant partners 
should be introduced at the earliest. 

2 Interest paid or payable on partner’s 
capital should be deductible in computing 
taxable profits of partnership firm. Con¬ 
cept of enterprise profits or surplus should 
be formulated on the lines of determina¬ 
tion of surplus under the Payment of 
Bonus Act. 

3 Exemption in respect of investment in¬ 
come where investments attract virtually 
no lisk and the yield is steady, regular, safe 
and secure should be made available when 
family responsibilities of income earner 
increase substantially, say after the age of 
SO. Limit of such exempted income should 
not be raised from year to year as govern¬ 
ment has done in the past. 

4 In the case of a limited company, keep¬ 
ing in mind the possibility of passing on 
the burdon of corporate tax to consumers 
in the form of high price, dividend on 
paid-up capital at a rate not exceeding 15 
per cent and limited upto Rs 3 lakh be 
made deductible in computing taxable in¬ 
come of a company. It would help com¬ 
panies in obtaining and servicing risk 
capital upto Rs 20 lakh. 

5 When the interest on debentures or bor¬ 
rowings is treated as a legitimate deducti¬ 
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ble business expense, it is unreasonable 
and unjust to accord a diflerent treatment 
to preference capital which undertakes 
more onerous risk than debentures. 1 con¬ 
sider that dividend on preference capital 
at the rate not exceeding IS per cent 
should be deductible in computation of 
taxable profits. 

Bi ACK Money 

I would like to close this article by men¬ 
tioning what I consider a most heartening 
note in the speech of the Union Finance 
Minister V P Singh that the government will 
not compromise regarding its drive against 
smugglers, black-marketeers and tax evaden 
and that the govn-iymnt will spare no efforts 
to root out the evil of black money. Unfair 
practices on the part of some of the officers 
in the government and public sector generate 
black money. In the context of the erstwhile 
political leadership which was indulgent and 
conniving regarding unfair and corrupt prac¬ 
tices, this reassurance about the strong and 
firm attitude of the present political leader¬ 
ship even in the midst of some pressure for 
soft pedalling is indeed most welcome In the 
perspective of growing public expenditure 
and large anti-poverty and development pro¬ 
gramme which are susceptible to leakages 
and corrupt practices, this kind of declara¬ 
tion and assurance is significant. It is leon- 
ducive to creating the climate where creativi¬ 
ty innovation and honest efforts at improve¬ 
ment in profitability and performance can 
make swift headway. 


Empire Leasing and Consultancy 

EMPIRE LEASING AND CONSULTANCY 
is entering the capital market with a public 
issue of 6 lakh equity shares of Rs 10 each at 
par, out of which 2.5 lakh shares are reserved 
for preferential allotment to Non Resident 
Indians (NRIs). The issue for NRls opens on 
April 8, 1986 and for the Indian public on 
April 16, 1986 Incorporated in November 
1985, the company is promoted by a group 
of qualified chartered accountants and 
backed b> prominent industrialists and 
businessmen. Govindji C Shroff, former 
Managing Director of Excel Industries, is the 
Chairmanjmd Jayesh Sanghvi the Managing 
Director. The company is focusing its atten¬ 
tion on high-growth, high-profit areas of 
operation such as automobiles, computers, in¬ 
dustrial equipment, energy saving devices, etc 
The company has already executed lease and 
hire purchase contracts worth Rs 34 lakh and 
has under negotiation contracts ot Rs 225 
lakh. The company expects to tie up lease/ 
hire purchase assets worth Rs 200 lakh in the 
first year of operation and Rs 400 lakh in 
the second year. The gross profit is projeaed 
at Rs 57 lakh and Rs 123 lakh in the first 
and second year, respectively. The issue is 
managed by the Merchant Banking Depart¬ 
ment of Bank of India and Sushil N Shah. 
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DISCUSSION 


Injectable Contraceptive 
Further Considerations 

IriH Kapil 


A NUMBER of artiiles have appeared in 
bPn during the past >ear and a half on the 
international controversy over the injectable 
contraceptive Padma Prakash, in ‘Retreat 
on Depo-Provera’’,' reported and endorsed 
a decision by the United States food and 
Drug Administration’s Boaid of Inquiry to 
recommend against approval for Depo 
Provera for use as a contiaccptive Depo 
Provera (medroxy-progesterone or DMPA) 
IS the brandname of one, but not the only, 
three month injectable contraceptive avail 
able for use Another, NF T tN (iiorethin 
drone enanthatc), has been, and continues 
to be, tested and evaluated in India and 
elsewhere NET EN is now widely used in 
many countries 

In ‘Case for Injectable Contraceptive,’ 1 
presented the position taken by the Hf), 
by the International Planne-d Parenthood 
Federation (IPPF), by the Medical Assoeia 
tions of Britain, Sweden and other huropcan 
countries and by major research establish 
ments, such as Johns Hopkins University 
Central to the argument are two points 

1 No contraceptive is perfect, just as no 
medication is without side eflects and 
contraindications, but experience and 
research strongly indicate that the injecable 
IS more effective than most means of 
contraception and safer than the most com 
monly used hormonal contraceptive, the pill 

2 Compared with other contraceptives, the 
injectable can be moie easily managed in a 
family planning programme and in one’s 
personal, intimate life The injectable is safe, 
reliable, convenient and, although still more 
expensive than some other contraceptives, 
can be made available at a icasonable 
cost A programme's logistical and service 
delivery problems are greativ siinpliticd by 
offering the injectable contiaceptive For the 
couple vv ishing to control fertility, an injec 
tion IS often prcfeiable to other means of 
contraception ' 

In ‘Case for Injectable Conti aceptive'’,'* 
Das and Sarkar took issue with these points 
and supported the position against the in 
jec table contraceptive taken by Prakash 

I shall respond to the arguments 
presented However, Das and Sarkar ques¬ 
tion not only the use of the contraceptive, 
they also raise basic qubstions about the 
validity of family programmes generally and 
the integrity of Indian programmes specifi 
cally If 1 were to respond in full measure 
to their statements on family plannmg pro¬ 
grammes, the i.ature of the discussion would 
be altered and attention would be,diverted 
from the main concern, the injectable con¬ 
traceptive And I am not quite certain as to 
the meaning of much of what they wnte Are 
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Das and Saikar advocating that a govern 
nicni has no family planning programme 
whatsoever 

In my view, a contusion in the meaning 
of words IS muddling the discussion I would 
prefer that ‘family planning piogrammc* be 
dilferentiatcd I om ‘population programme’ 
A family planning pingramme focuses, as 
the name indicates, on the familv and on 
planning the number and timing of childien 
burn to a couple, while a population pro 
gtamme sets as iis goal the control of the 
population growth rate A family planning 
progiammc is directed lowanl serving the 
family and the comniunilv It provides in 
formation about contraception and, if 
necessary, the contraceptives I ainily plan 
ning ficldworkcrs arc trained and supervised 
to vork in the comni'initv In coritiavi n 
population piogrammc intiudiiccs a varieiv 
of means to achieve its goal and the means 
employed do not necessarily emphasise sei 
vice In a population progianinie tor exam 
pic, licldworkers mas be required to bung 
in a taigct nuinbci ol acccptois, money in 
centives may be given to programme person 
nel and to acceptors, disincentives such as 
tax laws that disciiminate against the laigc 
family, can be enacted 

The government programme in India is, 
m these terms, a population progiammc Its 
emphasis is on fertility termination through 
sterilisation, not on planning a family In- 
tormation on contraceptives is not being 
widely disseminated nor are all contracep 
live methods being made easily available to 
all sectors of the public As a case in point, 
Hasu found, when she was training high 
school leachcis as intcrvieweis lor the World 
reiiilitv Survey, that the interviewers them 
selves know surprisinglv little about con 
traception 1 he poorer the person who was 
interviewed in the Survew, the less well 
inioimcd she or he was about contracep 
tion ' Stetilisation is the only method being 
promoted by the government personnel 

I or reducing the both rate, a family plan 
rung approach which emphasises non 
terminal contraception could be far more ef¬ 
fective than a sterilisation programme ^ The 
typical woman who is sterilised in a govern 
inent programme has already given birth, in 
rapid succession, to four Or five children and 
she has twice as many sons as daughters The 
government may try to persuade the public 
that two children are enough and that girls 
are as acceptable as boys, but most couples 
in a poor community or a rural community 
regard sons as their only security in oldage 
And the death rate for infants and children 
in poor and rural families is still high enough 
to make parents with one son very anxious 
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A woman will have babies until two or three 
sons are born and reach an age where they 
have a reasonable chance of surviving into 
adulthood' 

Ironicallv, one of the fundamental cause' 
ol high infant and child mortality rates is 
women having too many babies too closely 
spaced 1 he Woi Id Fertility Survey findings 
show conclusively that the chances of dying 
in infancy or childhood ate higher for babies 
born within two years of an older brother 
Ol sister than for babies born after a longer 
interval" SinvC a high birth rate is due m 
large part to couples trying to compensate 
for the high piobability of their babies 
dying, an effective population programme 
would be based on family planning, i e. on 
the use of contraceptives and on child 
spacing, lather than on fertility termination 
thiough sterilisation C hild spacing would 
allow a couple to have fewer babies and 
fewer infant deaths It would slow the 
population growth rate and improve the 
health ol mother and baby It would give 
time for the coiiimuniiv to change its deftni 
tion, m icsponsc to socio economic modem 
isation ol propel lamilv si/c Iroin two oi 
mote sons and a daiigliici to siinplv, two 
children 

Ihc aigimiciii returns to the question of 
salt, acceptable, convenient, reasonably pric 
ed contraceptives I he pill, the inter uterine 
device, the condom the diaphragm aie 
technologies which icquiic a level of re 
sources and manaecnient skill found in few 
family planning programmes The injectable 
contraceptive should, theiefore, be carefully 
considered 

Das and Sarkar raise two important ques 
ttons about the injectable contraceptive One 
question is its safety and the other is its con 
vemence They consider safety “the chief 
bone of contention between the advocates 
and the opponents of IC’’ 1 hey quote the 
Indian Council of Medical Research (ICMR) 
statement that “Ihc method has no life 
thicatening side effet’’,^ but then they 
dismiss the IC MR’s judgment as a “dipio 
matic way to indicate that the (injectable) 
does produce side effects just short of 
threatening one’s life’’ 

If the judgment of the ICMR is not to be 
trusted, one can turn to the WHO and its 
Special Programme of Research, Develop¬ 
ment and Research TVaming in Human 
Reproduction Their report Facts about 
Injectable Contraceptnes, supports the 
ICMR’s conclusion The WHO report states 
that, unlike oral contraceptives, injectables 
contain no estrogen, which is the cause of 
many of the side effects of the pill Years ot 
research on DMPA and NETEN have shown 
less, not more, health problems than with 
other types of hormonal contraceptives.'*’ 

Das and Sarkar give considerable atten¬ 
tion to the issue of convenience They claim 
that providing the injectable to women is a 
highly inconvenient, complicated procedure, 
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and the> base this on an ICMR 

Research Pioiotol whish ilcstribes the 
actions to be taken by medical stall and reci¬ 
pients vs hen research is to be conducted on 
the injectable contraceptive " The use ol 
this paiticular document to buttress the 
argument ol inconvenience is pu/rling f he 
3CMK document is a set ol directions lor 
jdoing research, the complicated procedures 
lare those needed to obtain detailed data tor 
Ltatisiit-al analysis It is a research guide and 
hot. as Das and Sarkar iniplv a set ol in 
Btruciiivis lor implcimmini' a m* lal service 
brogramme 

f I h( unplemcntation of a familv planning 
‘scivice programme olfering the mjtctablc 
(.ontiacepliec would not lollow the ICMR 
Ki ciish Pitotocol pro..ediires Instead it 

mid lollovv the steps ICC rnniended in the 
\v HeJ publication hi/tifiihlt (. onliaup 
ini\ Tei hnuutuml I irsl the 
woman is given inloiin ition about the con 
It icepiivcs avail ibic II she chooses thi in 
jcctabic a medical csamination is made to 
check loi contiaindicalions II the injectable 
is medically appiopiiaie tot her she can 
s itclv use ihe contraceptive delivered to hci 
h\ in auxiliary vvoiktr Icir several veais The 
\\ HO has developed KUidclincss kir training 
personnel and toi implementing a pio 
gtamme It has also provided a checklist foi 
auxiliary workers to use in the picsciiption 
of injectable contractptises to eligible 
women 

The critical problem with the use ol the 
injectable is not medical The real problem 
IS the one major side cttcct ot cither DMPA 
or NFTFN, its effed on mensti nation 
Menstruation becomes irregular or ceases 
for about hall the women who use the 
injectable Research shows that this is 
dangerous to health, it is not scientilicallv 
oi medically correct to say, as some women 
do, that “bad blood” is accumulating in the 
body In fact, reduced blood loss might have 
the beneficial effect ot reducing the chances 
ol developing anaemia ’’ StiM esen it a 
woman understands and is reassured, a lack 
of menstiuation can be worrisome and 
irregular bleeding can have negative 
psychological and social consequences 

fcxpericnce has been gained with the in 
jectabic contraceptive in health and family 
planning projects and programmes One 
well-reported project, for example is based 
in a village one hundred kilometres west ot 
Madras This project’s tamily planning ser 
vices aie part of a health maintenance pro 
gramme, using village level health woikcis 
Its health centre is under diiection ol Dr 
Han John ot the Deenabandu Medical 
Mission 

Depo-Prosera was introduced to Deena 
bandu in 1976 The first acceptor was the 
doctor herself Soon after, the hospital 
workers become users of Depo-Provera and 
then the villagers began to accept it Han 
John lists the disadvantages and the advan¬ 


tages. based on live vears ol expciiciito with 
Depo Pioveia 

DISXIAAN ' \( I s (11 IMKIXHII 
CoMRXCtPlIVt 

(1) Amenorrhotd Total lack ol mcnsiiua 
non was the most common complaint I he 
women complained a weiiht gain .ind 
lethargy which thev believed was due to “bad 
blood” accumulating in the bodv 

(2) Spotting ot blood iiiegularly through 
out the month Ihis is kss common than 
amenoirhoca VI i' itects ,iie psycholog 

v illv crious ri c spo'tine was taken lo I 
like mcnstiiiuioii \ tiiuion il belli.I Ik I 
that the periixl ol the me nst s is ui unc Ic in 


time and, in some orthodox communities 
a mcnstiuatiiig woman may not cook for her 
lamily or take part in religious activities 
Most important, a common folk belief is 
that it a man has sexual intercourse with a 
inciistiuating woman, he will somehow 
suffer from a “poisoning of the blood" 
Constant and unscheduled spotting made 
the woman vulnerable to the husband’s 
wiath and this was a cause of discontinua 
lion of the mjcciabic 
(1) Irregular periods which suit wiilioul 
w iiiiiMi’ at iiicniivcmeiit times and give rise 
’o ihc same pioblems as in (2) 

(4) Imcrmiticm bleeding Usuallv asso 
sidled with the iigors of travel or heavv 
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Ihe foul Hill Ilf / innonin Asr/cs (|11) is an iiiii rnatiunal journal acldrcssicl 
tspctiallv to institutional economics and IS sponsored bv the Vssociation ot 
bvolutionary bconomics (AhU ) It is publislud in M ircli |unc Septimbir 
and Dcccinbci by the Department of I conomics ( .ililorni i state I mscrsils 
sac'amtnto ( ililorma 

Ihc purpose ol the |II is to provide a puhlisimig outlet tor the devdo)) 
ment ot cvolutionan economic theorv and its police applic uions I he gcni nl 
orientation ot Ai 11 (and the ITIjts one ol realism pragmttisni and concern 
with existing and important economic problems It is critic il ot archiic theorv 
and doctrinaire poticv pioposais emphasis is on pnibkm solving through 
structural change It supports tactual inquiry applicable theorv and dice 
ti'il sociil and economic change through democratic processes 

Ihi irticks in the JEI are relrcshiigls diffenni from the articles written 
hs authors oriented to classical or neoclassical thought or mainstream 
economics 1 hose in the JFI an more often than not w nitcn on the pnniisc 
that the existing economy is a product ot a myriad ot prior choices thniugh 
the making ol new choices economic structure is moc^ified Problems an 
nvilved only (hnnigh institutional change I hniugh recourse to the insntu 
tionalpcrspe tisc these ariidcs could help the nadtr t«» »«yo;w/choke to 
iiiiilentteiiid mon. aikquatds how problems emerge and to more eoge ni 
endthk and rdevant policy options tor consideration in the quest for nsolu 
lions to problems and the n mosal or ndueiion ot the deprivation and human 
eosts sudi problems generate 

Since 11 IS logicallv and pnetieally impossible even to eoneetve (t an 
eeononiic pniblem without (mplosmg soeial value theorv to distinguish 
between whit is and what ought to be—that is without employing a 
eriterion ot social judgment—many arti les in the JFI attempt to eonfmnt 
and respond to this eoneern Sueh artieles would be of speetal interest lo 
eeononiisis in Inuia • 
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physical work Since 60 per tent of the 
village women were anaemic and did heavy 
agriuultural labour, their health was affected 
b\ the loss of blood 

(5) Weight gam This occurred in 45 of 763 
acceptors The doctor attributes this to 
absences ot blood loss and the loss ot fear 
of getting pregnant, with a resultant happy 
frame ot mind and better eating Lack ot 
menstrual periods also increases the number 
of working days and, therefore, the tamily’s 
income and food 

(6) Permanent sterility found more often 
in older women and sometimes in younger 
women 

(7) Aches and pains in joints 1 his was a 
constant complaint ot about halt the accep 
tors The doctor could not explain it but 
wondered it it might be due to ictention ot 
water 

It should be noted relevant to the last 
point, that once a woman uses a contra ep 
tive, she and others arc likely to attribute all 
her subsequent ills and discomforts to the 
contraceptive, no mattei what the leal cause 
In Deenabandu, the women accepting familv 
planning were not eiven psychological sup 
port outside the pioicct I he local private 
practitioners were unintornied about the in 
jectabic contraceptive and encouraged 
women to discontinue even on the slightest 
complaint I he government workers in the 
area spread piopagaiida against the injec 
table so they could more easily meet their 
quotas of sterilisation cases 

Advantaois oi iNjrtrABii 

COMRACLPItVl 

(1) Han John writes “No one except the 
acceptor needs to know that she is on Depo 
It releases the women Irom oppression by 
their husbands and in laws Babies no longer 
have to be ‘god given' and accepted with 
bovine placidity at regular intervals ^^omen 
arc liberated from the lc,ir ot unplanned 
pregnancies criminal abortions and the 
resultant morbidity and mot tality—parti 
cularly among the target population who arc 
under nourished and an,temic' 

(2) Ease ot use—once they get the injcc 
tion, they can lelax 

(3) Very little follow up is needed 

(4) No complicated directions to follow 

(5) People have confidence in an injection 

(6) “One point of powerful persuasion is 
that after discontinuation of Depo and it no 
estrogens have been used tor control ot 
bleeding, we have found that more male 
babies are hot n in fact 72 7 per cent, as opp 
posed to the normal average ot 49 5 per 
cent" 

Han John concludes “We believe that the 
injectable contraceptive is a safe, easy and 
sure method of spacing and contraception 
that can be used to great advantage in com 
munity health programmes and m rural aras 
in the Third World”'■* 

In a thoughtful article Towards a 
Women’s Perspective on Family Planning’, 


Vimal Balasubrahmanyan proposes that 
women’s groups organise to ensure strict 
observation ot the WHO’s criteria and 
guideliness lor sate delivery of family plan 
ning methods and that women’s groups 
pressure health personnel to abide bv the 
ethics and safety standards which are set, but 
often Ignored, by the government '' 

Before acting, however, women’s groups, 
and all responsible persons, should know 
about the various contraceptive methods 
available and the practical advantages and 
disadvantages ot each This exchange of 
ideas and information on the injectable con 
traceptive is one step toward informed and 
ctfective action to improve the health and 
weltaic of women and families in India 
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Fata hleclric ( oiiipanies 

lATAlLIC fRlC COMPANII S 5()0MW 
unit generated duiiit;. Maich I9h6 3x4 3"' 
million units the highest recorded in a 
caltndai month with a Plant Lend Factor 
ot 95 26 per cent Due to the ctlicicnt opcia 
lion to this unit consumets in this ,irea have 
not only obtained immunity trom tin 
scheduled lo id shedding and intciiuptions 
due to low ticqueney but have also tnjoved 
the benefit ol lower costs 

I he tariff toi industrial consumers in the 
Bombay aica aveiagcs 89 p unit as of 
I cbruai v 1986 as compared to that tanging 
Irom 95 p/unit foi the State I lectrieity 
Board to 101 p untt lor other iitihiic. in the 
stale, which again is lower than the industrial 
tarilf prevailing in Ciuiatat Delhi, West 
Bengal and Tamil Nadu whcie cosis range 
from 101 109 p/unit 

Though Tatas purchase appioximatcly 
one third ot Bombay city s icquirements ot 
power from the State LIcctrieity Board at an 
average rate ol 92 p/unii, Tatas average sel 
ling laics aie 85 p/unit to their distributing 
hecnsces and 89 p/unit to their direct in 
dustiial consumers that is lower than their 
purchase price I he lowei cost leflccts the 
operation ot Tatas efficient 500 MW unit 
and dilution with their own hydro generation 

W hen the older thermal units at Trombay 
are replaced bv a second fuel efficient 500 
MW unit in 1989 90 the cost of generation 
will be fuither reduced The consumer in 
Bombay will not only enjoy this benefit, but 
can also look foiward to continued lower 
costs than some ol his counterparts in other 
metropolitan cities in India 
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JK Nylon Car Tyres: 

seven strong reasons 
make them your best buy 


VWdf fo ottsrtw t 

ensures more rubber .. 
on the road. Better 
road grip and more 
stability. 


I Specially teusHiened 
I rubber compound 

that wears slowly. 
This adds to''tyre 
life....upto 25% 
more! 


r 


^ rubber euehioitine 

reduces heat build¬ 
up and extends tyre 
life. 


4 Unique eheuMer 

deeign enables you 
to take sharp turns, 
safely. 


A 




■Mf 


even on difficult 
roads. 


Strong nylon 

eaeing gives more 
retread^s and greater 


economy. 


There is more to J.K. tyres 
than these seven benefits. 
Continuous research and 
quality control tests have 
enabled JK to design Softride 
and Dutyman at India's most 
modern tyre plant. Fitted on 
Ambassador, Fiat and Maruti cars 
as original, equipment, these tyres 
ensure safety, toughness and a 
long tyre life. 


happier motoxliig 
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Tomonw begins today 



The business that is Hindustan Lever is 
today over a hundred years old. 
Consumer products have made the 
Company’s name a household word. It is 
now moving in a new direction; from the 
consumer's home to the core sector of 
India's economy. 

Directiona tor growth: 

Today’s emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent of Hindustan Lever’s investment 
in fixed assets represents core sector 
business including industrial and 
agricuKural chemicals. 

Using seisncs with sensitivity: 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country's 
needs, ite achievements include 
technology for use of unconventional oils 
in the manufacture of triglycerides to 
replace imports; a chemical that 
enhances photosynthetic efficiency of 
food crop plants; detergent actives from 
renewable sources; and processes for 
upgrading sal for a higher value-added 
product The Centre is now engaged in 
research into plant genetics and 
immunology, both regarded as frontier 
areas in the field of biotechnology. 

Products mads In India tor tha srorM: 

Hindustan Lever earned for the country 
Rs. 74 crore in foreign exchange in 
1984. Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs. 325 crore.. 

A Company of people: 

Hindustan Lever is a Company of people 
committed to professional excellence- 
people who have made tomorrow begin 
today. 
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FERTILISER TECHNOLOGY SELL-OUT 
BOMBAY: OPERATION SLUM DEMOLITION 
FINANCING HEALTH CARE IN CHINA 
THE CPI: END OF AN AFFAIR? 
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Hie dme^ just r^t. 

And die scheiue^ just perfect... 

Unitlhist’s 
C^dren’sGift 
(kotvdi 1986. 



If you’d like to give a very special gift 
to a very special child, something 
that shows all your care and concern, 
then the Children’s Gift Growth Fund 
IS cvcryihmg you’ve been looking for. 
Your gift doubles ui 6 years And goes 
on to multiply 12 tunes over mZlyears. 

The hi^ights of the Scheme 

• Under this Scheme, any adult— 
parent, relative or fnend — 

can give a gift to any child under 1S. 
No proof of age is,necessary 

• Your gift earns an assured 
12 S% dividend which gets 
reinvested every year Along with 
a bonus dividend every S years , 

• The gift matures when the child 
reaches 21 There’s an option 

of withdrawmgat 18 Until then, 
nobody — not even the parent, 
or the child — can touch the gift 
or the dividend 

• 1 he lace\aiucot each unit under 
the Scheme IS Rs 10 L nils arc 
asaiiahlc at par till June 14th, 86 
Applications can he made lor 
multiples of ten Units 

1 he minimum number of I nits 
you can apply lor is til tv 1 licrc is 
no maximum 

Under the binancc Bill of 1986, it is 
proposed to raise the gilt tax 
exemption limit to Rs 20,000. 

Application forms are available from 
any office, Chief Representative or 
Agent of Unit Trust and at all 
branches of commercial banks. 


Scheme opens on 14'^Aprii4986. 



UNIT TRUST 
OF INDIA 


Your money keeps growing 
twelve times over. 
With a bonus dividend 
over and above! 


I-, 

I Pleaw send me the free CGGF brochure 
Nime . 


Mill coupon to 

Bombiy. Pott Big 11410, Td’ 2S6n7 
Olcutu, rmi Bag «0. Td: 2J9S91 
Hbdru, Pou terns. Td: 27433 
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THE munterous attack by American warplanes on the Libyan cities of TKpoli and 
Ben g h a yi on Ibesday has set a new high mark in the US record of using its military 
might to impose its will worldwitte. However, to appreciate the full significance 
of the US aggression against Libya, it has to be seen as part of the overaU beliigerenc 
trend of US foreign policy under the Reagan administration. Thus while it is, of 
course^ impouible to condemn the attack on Libya too strongly, it is necessary 
to expose and oiqxMe the general direction of US poht^, which has bem manifested 
in the last few weeks in the steps the Reagan administration has taken to harden 
its porition in the disarmament negotiations with the Soviet Union and to step 
up US military intervention across the wdrld, in Nicaragua, Angola and 
Afgha n ista n , besides Libya where the US has publicly sworn to bring about the 
overthrow of Muammar Gaddafi whom President R^an called "the mad dog 
of the Middle East” in a news conference in Washington last week. 

The Reagan administration has finally succeeded in compelling the Soviet Union 
to revoke its eight-month-old unilateral moratorium on nuclear tests. The US con¬ 
ducted an underground nuclear test on March 23 and followed it up with another 
on April 10, expectedly leading to the withdrawal the next day of the unilateral 
Soviet moratorium. The Soviet statement aimouncing the withdrawal said that “in 
the conditions that >Khshington is continuing its nuclear explosions, the Soviet state 
cannot forgo its own security and that of its allies”, though it stressed that the 
Soviet government was ready “any moment” to redeciare a moratorium if the US 
gave an assurance that it would refrain from carrying out nuclear tests. It is, of 
course, very unlikely that such an assurance will be forthcoming from the Reagan 
administration which views underground nuclear tests as vital for its programme 
of developing new weapon systems, one of which is the nuclear-powered X-ray 
laser—a component of Ae Star Wars programme—whose deployment would mark 
a major step in the militarisation of space 

The Reagan administration also succeeded on March 27 in securing Senate 
approval for its $ 100 million military aid package for the Contra counter¬ 
revolutionaries in Nicaragua. The decks have been cleared for the immediate 
despatdi of $ 25 million worth of ‘non-lethal* and ‘defensive armaments, which 
would include weapons like anti-aircraft missiles, to the Contras. The remaining 
$ 7S million in armaments are to be released after 90 days if in the meantime the 
Nicaraguan government has failed to engage in serious negotiations with the 
Contras, with the Reagan administration of course being the self-appointed judge 
of such fidlure. The administration’s capacity to disseminate falsehood about the 
situation in Nicaragua was in evidence once again when it claimed, on the eve of 
the vote in the Senate on the $ 100 million military aid package for the Contras, 
that Nicaraguan govenunent troops had invaded Honduras. According to the 
Nicaraguan government, it was the Contras who had launched an offensive against 
Nicaragua from Honduras where they are known to have base camps. Nevertheless, 
President Reagan used the Nicaraguan ‘invasion’ story not only to whip up sup¬ 
port for US military aid to the Contras but also to send S20 million in emergency 
military aid to Honduras (no doubt to be passed on to the Contras) and to use 
US helicopters to ferry Honduran troops to the Nicaraguan border and generally 
escalate t«ision between the two countries. Pursuing its new international ‘doc¬ 
trine^ of active US intervention in third world countries it considers to be within 
the Soviet orbit, the US government has decided to step up the supply of modern 
arms, including, for example^ sophisticated anti-aircraft missiles, to the Unita 
counter-revolutionaries in Angola and the Afghan guerillas. 

A majority of Americans have apparently accepted their government’s claim to 
being in possession of evidepce conclusively linking Libya to assorted terrorist 
outrages and so have applauded ks moves to give Gaddafi a bloody nose. Ronald 
Reagan is not the least bit fazed that, with the exception of the UK, none of 
America’s European allies have given unqualified support to tus military assault 

on Libya. As for the critidsm of the rest of the world, the US government’s reaction 
has bem plainly scorafuL Much of this criticism, US government spokesmen have 
pointed out, is only for the record; many of the same governments, they say, have 
in private conveyed understanding of, and even support for, the US action. This 
is not altogether unbelievable—the rulers of too many countries round the world 
and their ruling classes.are in a hundred different ways beholden to the US, and 
more specifically even to the Reagan administration. So, for all the shrill criticism 
that has been heard in the last few days, the American bombing of Libya has brought 
out once again how flimsy are the internal and external restraints on the exercise 
of American power. 
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Foreign Policy 

Variations on a Theme 


INDIA’S relations with the Soviet Union had 
acquired a ritual constancy which used to 
be reflected in the almost unchanging for¬ 
mulations of the annual reports of the 
Ministry of External Affairs. But some slight 
variations are to be noticed in the latest an¬ 
nual report of the Ministry and, even more 
markedly, in that of the Ministry of Defence. 

In past years the External Affairs 
Ministry’s annual reports used to mono¬ 
tonously repeat that “the extensive political 
and economic relations with the USSR and 
the countries of East Europe were further 
consolidated during the year”. The 1985-86 
report adopts a more restrained tone, stating 
simply that “India’s relations with the USSR 
and the other East European countries con¬ 
tinued to grow’’. By itself, the difference in 
the formulation may not amount to much. 
A more significant pointer is perhaps to be 
found in the Defence Ministry’s annual 
report for 1985-86 in the chapter dealing 
with ‘National Security Environment’. Dis¬ 
cussing India’s "significant concern’’ with 
Pakistan and China, the report states the 
following: “In the years to come China 
might seek a greater balance in its relations 
with the US and the Soviet Union, and 
perhaps move towards a gradual normalisa¬ 
tion of its relations with the Soviet Union. 
We would need to bear in mind that such 
an eventuality may enable China to redeploy 
its forces from the Sino-Soviet border to 
Tibet!’ It is, of course, true that normalisa¬ 
tion talks between China and the Soviet 
Union have been going on now for several 
years and at the conclusion of the eighth 
round of talks in Moscow recently, the Soviet 
Foreign Minister had proposed that the two 
countries should hold a summit since this 
would make a “significant contribution’’ to 
improving their mutual relations. There are 
already some reports about a cut in the 
Chinese troop concentration along the 
borders with the Soviet Union. 

The statement in the Defence Ministry’s 
annual report is to be judged in the context 
of the fact that a major factor in the rapid 
development of Indo-Soviet relations since 
the early sixties had been the coincidence of 
the two countries’ hostility towards China. 
In this scn.se an improvement in Sino-Soviet 
relations would change one of the major 
parameters of India’s foreign policy, especial¬ 
ly its relations with the Soviet Union. For 
the government of India, it implies an ex¬ 
tension of China's military reach on India’s 
northern borders. 

It is interesting to note in this context the 
markedly enthusiastic account of Indo-US 
relations in the External Affairs Ministry’s 
report. And the Defence Ministry report 
even shows a new-found understanding of 
the motives of US policies towards this 


region. It says that “a fali-out from this im¬ 
passe [over Afghanistan] is the heightened 
significance Pakistan has gained in 
American perceptions. It now forms part of 
the strategic consensus which the US feels 
it needs in South-West Asia to counter the 
Soviet presence in Afghanistan and to com¬ 
pensate for the loss of Iran!’ This is not quite 
how the government of India has in the past 
perceived US relations with, or assistance 
to, Pakistan. 

None of this is to imply any, even inci¬ 
pient, tension in Indo-Soviet relations. But 
the overriding importance attached by the 
Government of India to developing econo¬ 
mic and political relations with the US and 
with Western Europe on the one hand and 
the prospect of improvement in Sino-Soviet 
relations on the other cannot but have their 
impact on Indo-Soviet relations 

Drugs 


Harmful but 'Essentiar’f 


NEITHER the Ministry of Chemicals nor 
the Ministry of Health have ever been over¬ 
inclined to view the production and sale of 
medicines from the point of view of pcoplifs 
health. Occasionally, rational considerations 
have prevailed, as when 22 categories of 
drugs were banned in 1983. These periods 
have never lasted long enough to make an 
impression on the overall drug policy. Under 
pressure from industry, even the recommen¬ 
dations of eminent and qualified commit¬ 
tees such as the Hathi Conunittee have been 
discarded without adequate reason. 

The Deputy Health Minister’s reply in the 
Lok Sabha last week about the use of hazar¬ 
dous drugs in the country reflects utter 
disregard for the voices of health activists, 
doctors and consumer groups. The minister 
told the House that seven of the 33 drugs 
which have been banned elsewhere are be¬ 
ing used in India because these drugs are 
considered ’essential’ for the country. Of the 
rest, 10 had been banned and 16 others had 
never been introduced in the country. 

When any country bans or disapproves of 
a drug, it may be because they are clearly 
harmful or because they have little or no 
therapeutic value. Products have also been 
banned because of insubstantial evidence of 
efficacy or because the potential for misuse 
of these drugs far outweighs their usefulness. 
Some products, although banned for most 
indications, may be allowed for one specific 
condition where no alternative therapy is 
available or when the risks do not matter, 
such as for terminal illnesses. 

It is quite inconceivable that a drug listed 
as hazardous elsewhere can be ‘essential’ in 
another country. IVvo drugs which are ban¬ 
ned elsewhere and are bannable but are still 
in use in India are clioquinol (brand names 
such as mtero-quinol, entero-vioform, men- 
form, etc) and analgin (other generic names 


of which are dipyrone, aminopyrint; dipyrin, 
etc). Neither of these can be classiHed as 
‘essential’. 

Clioquinol. as is well known, causes 
SMON. This was flrst noticed in Japan 
where the company producing the drug, 
Ciba-Oeigy. has bMn successfully sued. 
In Britain the Committee on Safety of 
Medicines stated, after reviewing extensive 
data, that there was inadequate evidence to 
support the claim that the drug is effective 
against non-specific diarrhoeas. In 40 years 
of use, only one study has shown that it is 
effective against non-specific diarrhoeas. 
Ciba-Geigy, the manufacturers of mexaform 
and entero-viofonn have, in the face of years 
of intensive campaig'nlng against the drug, 
withdrawn the drug from the Indian market. 
But the Indian authorities have nevertheless 
found it ‘essential’ 

Similarly, analgin is well known to cause 
agranulocytosis, a blood disorder, which has 
a mortality of 50-60 per cent. Eminent 
haematologists have stated that at least 12 
per cent of reported agranulocytes are 
associated with analgin-based drugs. Alter¬ 
natives which are cheaper and equally effec¬ 
tive such as aspirin and paracetamol are 
widely available. Analgin can hardly be 
termed ‘essential’ for purposes of health care, 
though Pfizer, a large analgin manufacturer, 
has been conducting a well-planned, high- 
powered campaign against the banning of 
the drug in India. 

Not only is the government justifying the 
continued use of hazardous drugs with 
untenable arguments, it is even introducing 
on a large scale preparations such as the 
long-acting contraceptives norplant and 
NET EN. Norplant is a hormonal implant 
and NET EN a contraceptive injection. The 
Indian Women Scientists Association, after 
day-long deliberations on March 8, has 
recommended that such long-acting prepara¬ 
tions should not at this stage be introduced 
into the family planning programme. It has 
pointed out that the currently available in¬ 
formation is insufficient to warrant such a 
decision if the health of women users and 
children is to be ensured. 

This ad hoc attitude to the banning or 
licensing of individual drugs could be avoid¬ 
ed if the drug policy were to specify a list 
of essential drugs based on the disease pat¬ 
tern and the health needs of the country. No 
such attempt has been made and as a result 
all government decisioru on the status of a 
drug are susceptible to pressure from the 
drug lobby. This is obviously why the 
government and the drug industry ate op¬ 
posed to the drawing up of an essential dru^ 
list. In the event of sudi a list being adopted, 
the government would willy-nilly have to 
justil^ its decision on the status of drugs in 
terms of the health priorities of the people 
and not considerations of the industry’s 
profit. 
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Small Industry and Modvat 


Opportunity and Tlireat 


IN all discussions on small-scale industries, 
it has become a ritual to refer to the ancillary 
system as a major instrument for promoting 
markets for small industries. Unfortunate¬ 
ly, both as a result of lack of high volume 
production in the large-scale sector and the 
encess capacity that has been created in the 
smali-scide engineering sector due to over¬ 
enthusiasm on the part of promoting agen¬ 
cies, the small-scale ancillary sector has now 
become a residuary factor in the total pro¬ 
duction system. There are hardly a few 
anciilaries—and they too exist mostly in the 
public sector, mainly because of the govern¬ 
ment’s insistence—that have registered con¬ 
tracts under which a parent or mother unit 
has specified obligations. Quite often ar¬ 
rangements are on an ad hoc basis with a 
number of restrictive conditions, providing 
no compensation for escalation in costs or 
drastic reduction in volumes or changes in 
designs. Payment to the small-scale sector 
or credit from it is only a balancing entry 
in the books of large-scale units. 

Against this background, the Modvat 
system provides both an opportunity and a 
threat. Ihe opportunity can become real 
only by using the instiumentahty of indirect 
taxation to have compulsory registration of 
contracts with the small-scale sector on 
minimum conditions of period and fair 
terms. Unless such contracts are cleared by 
a statutory or government body, the benefit 
of Modvat should not be extended to the 
principal buyer. 

The threat to the small-scale sector from 
Modvat comes as a result of possible shif¬ 
ting by large-scale units of their sources of 
supply from one small-scale unit to a more 
obliging one and splitting of volumes to get 
the benefit pf duty remission allowed by 
government. Though job work is now eiempt, 
it is understood that a number of large-scale 
units would like to get the benefit of the 10 
per cent remission by insisting that the small- 
scale ancillary suppliers should come under 
Modvat. One may be sure that no large-scale 
unit is going to pay small-scale units a higher 
fee for its services because of the benefit it 
would enjoy in terms of duty remission. 
Thus the bmefit of the government’s muni- 
Hcence is likely to accrue to the large-scale 
units, though it was intended to benefit the 
small-scale sector. Also, while the rate of duty 
on raw materials like steel and iron is hard¬ 
ly 4-S per cent of the cost, the small frac¬ 
tion of labour charges would give a benefit 
of 10 per cent on the total cost or nominal 
cost. It would be much better for the govern¬ 
ment not to allow this concession and save 
mottby for the exchequer, to be utilised for 
funding programmes for small-scale in¬ 
dustry development. Even in respect of 
finished p^ucty made in sm^-scale uiuts. 


unless these units are allowed to freely 
market their goods and so long as they re¬ 
main within a captive system, they would get 
no benefit out of the duty remission. 

One other refinement required in the Mod¬ 
vat system for small-scale units is liberalisa¬ 
tion of the interpretation of the term ‘first 
clearance^’ to mean any clearance during the 
year within the limit. It is quite possible that 
a small-scale unit has both large-scale and 
small-scale buyers of its goods If the term 
‘first clearance* is interpreted strictly, the 
benefit of excise duty remission would ac¬ 
crue on the basis of first-come-first-served 
in a financial year, allowing no freedom to 
the small-scale unit to adjust its prices in 
such a manner that it can keep some of the 
benefit of the duty remission. 

Women 


Maternity and Marriage 


IN a commendable display of good sense the 
Home Ministry has issued orders for the 
withdrawal of the Telecommunications 
Department’s earlier circular refusing mater¬ 
nity leave to unmarried women. The Home 
Ministry has stated that a working woman 
will be entitled to maternity leave irrespec¬ 
tive of her marital status. 

Whatever the logic prompting the action. 
It IS a significant step the government has 
taken on women’s issues. It is, in effect a 
recognition of a woman’s right to mother¬ 
hood, irrespective of her location in the 
traditional patriarchal structures of the fami¬ 
ly. In this sense it is a far more important 
development than certainly the introduction 
of women’s CRPF units. It is also another 
Indication of how women’s welfare becomes 
a m^or concern to the state when questions 
of her productivity comes into focus. 

What is surprising is that the move ha* 
come almost before a campaign for the 
withdrawal of the notification had been 
mobilised. While women’s groups had 
severely criticised the notification, there had 
been no concerted action or even a planned 
effort at lobbying. When the issue was rais¬ 
ed in the Lok Sabha during the winter ses¬ 
sion the Minister for Telecommunications is 
reported to have made the sagacious remark 
that it was obvious that a woman hdd to be 
married before she could claim maternity 
leave. 

It has now been reported that it was the 
Minister of State for Women’s Welfare, 
Margaret Alva, who took up the issue 
with the Minister of State for Personnel, 
P Chidambaram, and pointed out that the 
Iblecommunications Department had taken 
a “retrograde step” by raising the issue of 
“morals and morality”, whereas in fact there 
was need for “supportive services” for 
women who were “forced to combine pro¬ 
ductive and reproductive rotes”. Chidam¬ 
baram’s reply, quoted in a Calcutta daily. 


said “Motherhood is the right of women. 
It is the welfare of the mother and the child 
which IS of primary concern” The ministry 
has since asked the department to withdraw 
its circular. 

Aside from this exchange of profundities, 
the real reasons for the prompt action of the 
government are quite pragmatic ones. The 
Telecommunications Department circular 
had not only disallowed maternity leave to 
unmarried women but also specified that 
married women who had not changed their 
names would also be refused maternity leave. 
It had advised married women to change 
their names on the records if they wished to 
avail of the provision. The Maternity 
Benefits Act, IMl on the other hand does 
not lay down any such precondition for the 
grant of maternity leave. The circular would 
have been contrary to the law and might well 
have been successfully challenged in the 
courts. The resulting publicity would have 
added to the flak that the government has 
already been attracting on other issues of 
women’s rights The women’s movement and 
other progressive forces working in support 
of women’s issues appear to have gained a 
measuie of credibility which the state can¬ 
not any more ignoie. 
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and Sri Lanka 

US $ 50 

Other Asian countries 

Africa, Australia, 

$65 

Europe 

South and North 

S 75 

America and 

New Zealand 

$ 90 

Remittance by money order/bank draft/ 
postal order requested In view of revision 
of collection charges by banks, please add 

1 Rs 14 to outstation cheques 


I All remittances to tconomic and Political 

I WMfcly. 





BUSINESS 

Quick Recovery firom Budget Blues 


THE stock market again presents a picture 
of robust confidence which contrasts sharply 
with the mood of utter despondency that 
had come to pervade the market after the 
presentation of the Union budget. The 
sudden transformation of the scene is a 
measure of the stock maiket’s recuperative 
power. The market made its post-budget low 
on March 21, with the Financial Express all- 
India equity price index down by 19.4 per 
cent from its mid-February all-time high and 
the Bombay index down 21 per cent. Dur¬ 
ing this corrective phase, the market retraced 
almo.st two-thirds of the rise recorded dur¬ 
ing the preceding upswing. The recovery 
from the post-budget low has indeed been 
quite spectacular. By April 12, in a matter 
of just II trading sessions, the Bombay index 
had risen by 18.7 per cent, recovering 70.3 
per cent of the ground lost in the post¬ 
budget decline. I'he all-India index rose by 
about 16 per cent, retracing 66.2 per cent of 
the preceding decline. 

The stock market did not have to wait for 
the announcement of the actual modifica¬ 
tions of the budget proposals which had 
evoked strong criticism from leading spokes¬ 
men of industry. It took a right-about-turn 
when the Union Finance Minister let it be 
known that the government was willing to 
have a constructive dialogue with industry 
to overcome its ‘genuine’ problems. The ac¬ 
tual announcement of the wide-ranging 
reliefs—withdrawal of the budgetary pro¬ 
posal to bring inter-corporate dividend 
in the income-tax net, excluding residentia' 
premises from the purview of searches by tax 
officials, increasing the exemption limit 
for the small-scale sector for excise clear¬ 
ance and procedural modifications in the 
MODVAT scheme—on April 3 simply ac¬ 
celerated the pace of recovery. 

The concessions are by no means inconse¬ 
quential. They matter though not very much 
really. The extra tax liability for 101 large and 
medium sized public limited companies in 
the private sector as a sequel to the propos¬ 
ed amendment to section 80 M has been 
estimated at no more than Rs 9.5 crore. 
From the viewpoint of the stock market, far 
more important than the specific modifica¬ 
tions in the budget proposals is the Finance 
Minister’s responsiveness to public criticism 
of specific proposals. V P Singh announced 
that he would be meeting representativea of 
trade and industry daily till April 23 without 
prior appointment to discuss issues relating 
to smooth implementation of the various 
schemes proposed in the budget, including 
the MODVAT scheme. The Prime Minister 
indicated his willingness to meet industria¬ 
lists regularly with a view to promoting in¬ 
dustrial growth. 

There is no dearth of evidence to support 
the view that the government is going ^1 out 


to help the private corporate sector to display 
its initiative and enterprise in contributing 
to the country’s economic growth. All ideo¬ 
logical shackles have been removed. Hie pro¬ 
visions relating to FERA have been con¬ 
siderably relaxed and 1985 saw a record 
number of fordgn collaborations between 
India and other countries. The MRTP Act 
has virtually ceased to be of any relevance 
to the big industrial houses. Investment pro¬ 
posed by MRTP companies subsequent to 
the announcement of exemption of 27 in¬ 
dustries under section 22 of the MRTP Act 
is mentioned around Rs 2,900 crore. Invest¬ 
ment by non-MRTP companies proposed 
over the past 10 months in the 25 industry 
groups which have been delicensed is placed 
around Rs 3,000 crore. Sanctions of capital 
issues during 1985-86 aggregated around 
Rs 3,000 crore against Rs 2,000 crore in 
1984-85 and Rs 1,000 core in 1983-84. 
Similarly letters of intent during 1985 
jumped to 1,500 from around 1,050 in each 
of the preceding two years. The bulk of these 
have b«n in areas which have been liberalis¬ 
ed. Union Industry Minister N D Tiwari 
stated the other day that norms were being 
worked out for allowing economies of scale 
and expansion of capacities to improve the 
viability of the companies. There have been 
reports (hat all large and medium scale units 
will soon be allowed to avail of MODVAT 
benefits without presenting duty paying 
documents in case of those inputs which 
carry a specific duty. According to the 
deputy chairman of the Planning Commis¬ 
sion, the MODVAT scheme is bound to 
reduce the cost of production, encourage an- 
cillarisation and help increase exports. This 
is perhaps too simplistic a statement. 

The stock market could not possibly look 
forward to a more congenial investment 
climate. The corporate news has, of late, 
been plentiful and highly encouraging in 
terms of sales, profits, dividends and bonus 
issue prospects. The renewed upsurge in 
equity prices which owes not a little to the 
very substantial purchases by institutional 
investors, amply reflected in the very low 
carryforward charges, is based perhaps less 
on the stock market’s assessment of the 
economic prospect than on its firm convic¬ 
tion that the government has now adopted 
altogether pragmatic approach as 

posed to doctrinaire approach in dealing 
1 economic issues. It is indeed very dif- 

J^lt to explain satisfactorily the boom in 
equity prices in terms of the conventional 
economic indicators. 

In August last, the chairman of the 
Investment Corporation of India had ex¬ 
pressed the view that there was no way in 
which one could justify what was currently 
happening on the Indian stock exchange 
although any amount of speculation could 
‘^ways be justified on the basis of extremely 


skilful rationalisation”. The equity pnee in¬ 
dices have registered a further impiesrive rise 
since then. The Financial Express inAa for 
Bombay on April 12 stood 12.5 per cent 
higher than Its August 1985 high mark. The 
all-India index shows a rise of about 9 per 
cent. It would perhaps be of intoest to know 
that equity prices are currently quoted 
substantiaOy ibove the levels at which finan¬ 
cial institutions resorted to massive sales— 
presumably at the instance of the govern¬ 
ment-in August last. 

The stock market is no doubt known for 
speculative excesses but it has also an in-built 
mechanism for correcting these excesses. The 
market is not all that undiscriminating as 
is often made out. There exist wide varia¬ 
tions in equity price indices of different in¬ 
dustrial groups as also between the prices 
of shares of different companies. Industry 
group-wise, fertilisers have performed the 
best in the recent upsurge since March 21, 
followed by iron and steel, chemicals, man¬ 
made fibres, engineering, cotton textiles, 
cement, paper and rubber goods. Planta¬ 
tions have been out of favour and jute tex¬ 
tiles have remained depressed. All this goes 
to show that investors/speculators are 
reasonably aware of the various factors af 
feeling the fortunes of different industries 
and different companies. 

The public response to new issues has not 
been all that overwhelming as in the recent 
past. This is partly because substantial 
amounts of investible funds are locked up 
in several issues and partly because investors 
have become more choosy because of the 
large number of issues on offer. Since ail 
types of entrepreneurs are entering the 
market, it is necessary that prospective in¬ 
vestors take adequate care in selecting the 
issues. They would be wel| advised not to be 
carried away by reports of the unofficial 
premiums published not only in the so-called 
‘investment’ journals but even in the daily 
papers. 


Computers 


Software Dreams 


THE Indian computer software industry 
claipis to be poised for a big leap forward 
in the export market. Though India entered 
the computer field late, the country has 
made considerable progress in the dinvlop- 
ment and export of computer software dur¬ 
ing the past few years. Foregin exchange ear¬ 
nings from software exports increased from 
Rs 35 lakh in 1975 to Rs 10.2 crore in 1981, 
Rs 24 crore in 1984 and Rs 35 crore in 1985. 

At present India exports computo' soft¬ 
ware packages having applications in the 
areas of business, engineering, management, 
on-line transaction, banking, consultancy 
services, etc The industry has been npor- 
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ting software to a number of countries in 
Europe, tffe USA, the USSR, Middle East 
and Japan Though India’s share is at 
present hardly 01 per cent of the world trade 
in software, it is expected to increase to at 
least 1 to 1 S per cent in the next few years 
In absolute terms, exports are expected tc 
be quite substantial in view of the pheno 
menal growth in demand being witnessed 
Already the current world demand for soft 
ware is placed at around $ 25 billion 

The United States is the biggest market 
for computer software 5\hile American 
companies sell computers to India more and 
more of them are going in for Indian soft 
ware Of late quite a few computer makers 
in the US have discovered that Indian soft 
ware is a good bargain While there is an 
acute shortage of trained computer person 
nel all over the world, India possesses a vast 
pool of technical manpower which can be 
trained for software development Software 
development is a labour intensive activity 
and trained manpower is available in India 
at relatively low cosi 

A new company of the Kirloskii group 
Kirloskar Computer Services (KCS) ha‘ 
strited exporting software to the US since 
last year KC S has a collaboration agiecinent 
with the Aniciicancompute! company lor 
tune Systems Coiporation based in Belmont 
C ililornia I ortunc has aw tided a cont'-act 
to KCS to dcsclop and supply four million 
dollars worth of software over the next few 
years I ast October a top American Bank 
set up a unit in Santaeru/ Llectronic Export 
Processing /one (StLP7) where 25 Indian 
engineers are generating software such as 
cost accounting piogianimes initially tor the 
bank s internal use and later for sale 
Another batch ol 25 American trained 
Indian soltwarc engineers will soon develop 
progi amines for a Dallas based company 
They will export their programmes from 
Bangalore via Satellite to Bedford, England, 
and from there to Dallas 

Software exports through satellite trans 
mission will also commence from Pune 
soon This will be a single hop transmission 
and hence cheaper than the transmission 
from Bangalore For this purpose, a non 
resident Indian, Sharad Marathe, who heads 
a multi million dollar computer software 
business in Illinois, USA, is setting up along 
with a group of US based NRls, a techno 
logs park at Pune in the joint sector in col 
laboration with the Maharashtra govern 
nent The promoter’s contribution to equity 
would be 51 per cent The technology park 
would provide facilities to the companies 
located in the complex for preparing soft¬ 
ware packages for market outlets in the 
United States The technology park would 
soon be set up on several hectares ot land 
at Pune provided by the Maharashtra 
government where fresh engineers from the 


lITs and other institutions would be trained 
to develop computer software 

Gould Inc, another American electronics 
gaint, IS also keen to set up a joint venture 
for development of software Could Inc is 
one of the two companies short listed by the 
Electronics Corporation of India (ECU) for 
transfer ot technology to manufacture super 
mini computers in the country The other is 
Norsk Data of Norway The American com 
pany has already secured the US govern 
ment’s permission to transfer its know how 
to India and is hopeful of being selected by 
the ECIL It has already transferred techno 
logy lor production of large scale integratca 
ciicuits to the Chandigarh based Semi C on 
ductor Complex Ciould Inc with an annual 
turnovei of S I 6 billion has facilities lot 
production of clei.ttonics products in 15 
different countries 

According to estimates, the United States 
alone will soon be spending around S 100 
bi'lion a year on computer softwaie and if 
India could capture even one per cent of the 
Lb market, it would be in a position to earn 
substantial foreign exchange, apart from 
creating thousands of jobs lor trained pro 
fessionals at home 

Other countries like France, UK, Swit/er 
land, Belgium, Netherlands, etc, have also 
been evincing keen interest in importing soft 
ware Iroin India For instance, Barclays 
Bank and C redit du Nord of Belgium have 
decided to buy an exclusive software package 




to carry out their foreign exchange transac 
tions from an Indian company The package 
known as Easy Deal’ has been develojsed 
by Tkta Burroughs at its unit located in 
SEEPZ This IS claimed to be the first 
package of its kind ever developed Tour 
more banks—three in Europe and one in 
Singapore arc currently reported to be 
negotiating to buy the package 

India and France are now negotiating as 
many as 13 projects in the electronics field 
These include among others, projects for 
development of software, manufacture of 
French peripherals export of software to 
Fiance and to tl ird countries 

Apart from the companies mentioned 
above a large number of other companies 
such as lata C onsultancv Services C om 
putronics India Hindustan C omputers, 
Shaw Wallace Computer Maintenance Cor 
poiation DPE India Patni Computer 
System International Data Corporation 
Peico Elect onus I nique Dataware 
Systems, etc have also been exporting soft 
ware from India Many more companies are 
considering entering the field 

While the Seventh Plan has estimated that 
software exports will reach Rs 300 crote by 
1990 the industry sources are now confident 
that they may even go up to Rs 500 crore 
by then What icmatiis to be seen is how 
much ol these claims is justified and how 
much designed to extract concessions and 
fav ured treatment from the government 
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Diversity and the End of Mass Communication 
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context of current trends that may point to the future 

S47pp/140xnS mm/$ 95 (hb)/$ 19 SO (pb)/1985 



PUBUCATIONS INDIA PRIVATE IIMITED 


F’uM box 4?1 b No Delhi 110048 


677 



STATISTICS 


Variatioa (Per Cent) 


Index Numbers of U'lioleaale Prices 


Latest 

Over 

Over 

Over 





(1970-71 ^ 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(29-3-86) 

Month 

Year 

30, 1985 

84-85** 

83-84 

82-83 

81-82 

All Commodities 

1000 

359.1 

0.3 

3.7 

3.7 

7.0 

9.5 

2.6 

9.3 

Primary Articles 

417 

329.2 

-0.3 

2.4 

2.4 

4.8 

11.0 

3.6 

11.3 

Food Articles 

298 

319.1 

0.1 

7.3 

7.3 

6.4 

13 5 

6.2 

13.3 

Non-food Articles 

106 

274.9 

-1.5 

10 5 

-10.5 

-2.3 

15.1 

1.7 

10.5 

Fuel, Power. Light and Lubricants 

85 

609.1 

0.1 

8.9 

8.9 

2.6 

7.6 

7.5 

20.7 

Manufactured Products 

499 

341.6 

0.7 

3.3 

3.3 

6.0 

8.7 

0.6 

5.2 






Variation (Per Cent) 



Cost of Livinic Index 


1 atest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1985 

84-85 

83-84 

82-83 

81-82 

For Industrial Workers 1960 = 

: 100 

633^ 

0.6 

8.2 

8.0 

6.4 

12.6 

7.8 

12.5 

For Urban Non-Manual Employees I960 == 

: 100 

577' 

0.5 

7.3 

6.9 

8.1 

10.3 

8.0 

11.9 

For Agricultural Labouieis July 60 to 

553' 

07 

5.7 

7.0 

0.2 

•11.4 

5.2 

12.4 

June 61 

- 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(21-3-86) 

Month 

Xear 

29, 1985 

84-85** 

83-84** 

82-83 

81-82 

Money Supply (M.) 

Rs Crore 

1,16,923 

- 78 

16,020 

14,966 

15,916 

13,031 

10,115 

7,037 




(-0.1) 

(15 9) 

(14.7) 

(18.5) 

(17.9) 

(16.1) 

(12.7) 

Net Bank Credit to Government Sector 

Rs Crore 

59,601 

-222 

9,575 

10,651 

8,462 

5,757 

4,748 

4,965 

Bank Credit to Commercial Sector 

Rs Crore 

79,4'2 

849 

9,685 

8,671 

10,290 

8,830 

8,247 

6,772 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

2,781 

194 

306 

- 218 

1,419 

-104 

-977 

2,069 

Deposit of Schedule Commercial Banks 

Rs Crore 

84,234 

-634 

13,256 

13,048 

11,519 

8,550 

7 299 

5,762 




( 0 7) 

(18.7) 

(18.3) 

(19.0) 

(16.4) 

(16.6) 

(15.2) 

Foreign Exchange Assets” 

Rs Crore 

6,613 

499 

-3 

-348 

1,319 

943 

911 

-1,468 







(24.0) 

(20 7) 

(27.2) 

(-30.4) 

Index Numbera of Industrial 

Weights 

Latest 

Average of 






Produ<*tion 


Month 

Months* 


Variation (Per Cent) 


(1970 - KK)) 















In 

In 

In 

In 

In 




1985 

1984 

1985 * * 

1984* * 

1983 

1982 

1981 

General Index 

100.00 

222.9'^ 

205.3 

192.6 

6.6 

7.2 

4.5 

4.5 

9.3 

Basic industries 

32.28 

258.1" 

230.8 

217.4 

6.2 

11.7 

5.5 

80 

14.5 

Capital GockIs Industries 

15.25 

205.8" 

220.2 

211.2 

4.3 

9.2 

4.3 

-0.9 

8.1 

Intermediate Goods Industries 

20.95 

186.8" 

179.1 

161.5 

10.9 

1.7 

7.9 

1.9 

3.7 

Consumer Goods Industries 

31.52 

161.1" 

161.9 

157.8 

2.6 

1.3 

0.4 

5 8 

8.2 

Durable Goods 

3.41 

236.5" 

238.2 

199.0 

19.7 

13.0 

0.1 

3.6 

-0.1 

Non-Durable Goods 

28.11 

150.3" 

151.1 

152.1 

-0.7 

0.5 

0.5 

6.5 

9.3 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Sept 85) 

1985-86^ 

1984-85* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

Exports 

Rs Crore 

741 

5,018 

5,378 

11,396 

9,872 

8,908 

7,803 

6,711 






(15-4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

Imports 

Rs Crore 

1,540 

9,142 

7,982 

16,592 

15,763 

14,356 

13,671 

12,524 






(5.3) 

(9.8) 

(5.0) 

(9.2) 

(40.6) 

Balances of Trade 

Rs Crore 

-799 

-4,124 

-2,604 

-5,196 

-5,891 

-5,448 

-5,868 

-5,813 

Employment Exchange Statiatira 

Unit 

Latest 

Cumulative for* 








Moniii 
(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,591 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

520 

520 

580 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

50 

63 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

505 






( -8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1984-85“ 

1983-84* * 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,031 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For current year upto latest month for which data are available and for corresponding period of last yor. 

** Excluding gold and SDRs. 

* Upto latest month tor which data are available. 

-t- Provisional data. 

Notes; (1) Superscript numeral denotes month to which Figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets dtjpote percentage variation over previous period. 
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CAPITAL VIEW 


The "Dinosaurs’ to the Rescue 

Romesh Thapar 


WHY is it that it always needs the rumblings 
of an earthquake to stir our rulers into 
action. Once this applied only to the states 
of the Union. Now it applies to the federal 
government at the Centre And, what’s more, 
we are always too near the brink of disaster. 
Political salvage operations become a kind 
of poker game. Everything depends on luck. 

However, raise a half cheer or more as 
Rajiv Gandhi moves for unified understan¬ 
ding with the Opposition over Punjab—yes, 
even though his bright aides forgot to invite 
the Lok Dal to the confabulations. A more 
umfied national initiative to strengthen the 
determination of Chief Minister Barnala to 
exterminate the terrorist killer gangs might 
well dissolve the divisions among the con¬ 
fused Akali leadership which has been 
steadily digging its own grave. The new 
Venkataramiah Commission could be a 
turning point, although it needs speeding up. 

The extermination of the terrorist gangs 
has become a national demand because it 
IS widely realised that their attacks are in¬ 
discriminate and designed to drown the 
north in a communal holocaust. The nation, 
that many innocent young men are becom¬ 
ing victims of police vengeance is no longer 
acceptable, nor is the charge that Pakistan 
IS to blame. Shelter and succour, after all, 
IS provided within India. It has to be denied, 
and the mopping up is going to be a bloody 
business as we well know from our ex¬ 
perience of Naxalism in Bengal. 

The surprise appointment of Siddhartha 
Shankar Ray as Punjab’s Governor is 
illustrative of the shortage of talent m Indian 
politics. The resort now is to the ‘dinosaurs’, 
that fast-disappearing breed of the English- 
educated politicians, somewhat secular and 
upright, commanding a variety of capabili¬ 
ties and experience—and effective if they do 
not indulge in opportunist politicking. The 
‘dinosaur^’ are in a mood of expectation. 
They might well be offered another innings, 
so to say. 

Ray is a giant compared to his predeces¬ 
sor, Sharma. His appointment aiso has 
another dimension. Should the new gambit 
in Punjab—of replacing the demoralised 
police with para-military formations—fail 
to curb the killings of the extremists, then 
he could be given the power that Governor 
Arjun Singh enjoyed to bring Punjab back 
to some normality. Is Mister Arun Nehru 
smirking? 

The 'baba log’ playing at government- 
government are beginning to take note of 
public criticism, but it would be interesting 
to know why some 60,000 trained military 
men, who are demobbed each year in their 
early forties, aie not used to revive the police 


system throughout the country. A secular in¬ 
duction of this kind would also compel 
reforms in police servia conditions. In other 
words, plans should be drawn up for some 
drastic demobbing in the police torce. 

Ihik to any experienced and thoughtful 
police officer and he will confirm that the 
force has been wrecked by the massive inter¬ 
ference of politicians, particularly MLAs, 
MPs and their ‘agents’. The orders of senior 
police ofHcers are flagrantly disobeyed by 
juniors who are protected by the politicians. 
Maybe, the powers that be can be persuaded 
to work out a viable defence systemf!) for 
an independent police force. Here again, 
some of the ‘dinosaurs’ could help. Get them 
before they become extinct. 

Why send Sharma to Bombay of all 
places? If it is the five-year contract, design¬ 
ed to ensure sovereign individuality, we 
should frankly admit that it is a faulted 
device. Think of termination procedures 
more likely to impose proper disciplines on 
those who take and hand out the jobs. Cer¬ 
tainly, the ‘gentlemen’ in Kashmir and 
Rajasthan have no business to survive in a 
cleansing drive. 

In this cow-loving land, we all seem to 
have become cow-like in our acceptance of 
orders from above. Bow the knee and agree. 
An occasional outburst for some advantage 
or other does not change the pattern. It ap¬ 
plies in ail the services, civil and military, 
in the political parties that have perks and 
privileges to offer, in the servile ‘autono¬ 
mous* corporations that are bankrupting the 
state, even within the Union Cabinet and the 
Prime Minister’s very personal Secretariat. 

Servility to ‘leaders’, however, does not 
prevent disruption within the empire of each 
satrap. Factionalism becomes an expression 
of profound frustration. The Foreign Office 
is a classic example of a service riddled with 
gossip and mischief, and the leaks that result 
from such activities. The necklace story 
against the retiring Foreign Secretary was 
planted by a well known mafia of detrac¬ 
tors. Hopefully, the new Foreign Secretary 
will end these games. For a suiter, the 
extension of the term of our ambassador in 
the USA is reassuring—yes, even though the 
news reached Washington after he had 
packed up and given his farewell reception. 
In fact, it appeared as if the second thoughts 
were inspired by criticism in the USA. 

lb enrole the former Foreign Secretary to 
the defunct Congressfl) is accepuble, but to 
put him in charge of the party’s international 
politicking is like a conscious move to make 
the Foreign Office vulnerable to a dual 
leadership, particularly if the status of 


‘special envoy’ is conferred on him. Does 
anyone in the hierarchy of the naive power- 
wielders understand the damage they do by 
their thoughtlessness? Or is duality a new 
form of divide and rule? 

The obsession with dinosaurs is amusing. 
Senior citizens are being recruited by per¬ 
sons who were puppies in the old days. But 
everything is acceptable so long as the perks 
and privileges are adequate. Those com¬ 
puters of the ‘baba log’ have not been put 
to intelligent use. We are still relying on per¬ 
sons who are visible in the Capital, or who 
make it a point to keep themselves visible. 
This style of selection doesn’t ensure the 
brightest and the best. 

It is certainly an area of confused and 
contradictory thinking. At several points, ex¬ 
perienced persons are being allowed to drift 
into retirement at S8 years without any at¬ 
tempt to utilise their capacities in different 
ways. At other points, there is scramble to 
extend tenures, or to bring the most aged 
back to ,work. What's the matter with our 
personnel planning? Is it vitiated by a sort 
of deshi or khadi spoils system indulged in 
over the years by the PM’s Secretaiiat? 

Over-staffing, the high visibility of in¬ 
competents and time-servers, nests of jaat- 
walas, are the end result of forty years of 
permissiveness. Unless a more intelligent and 
comprehensive view is taken of this elitist 
racketeering who is going to raise the gut 
question of over-employment in the public 
sector running into literally hundreds of 
thousands of surplus hands, unionised, con¬ 
suming very much more than they produce. 

These growing challenges cannot be 
settled by dinosaurs of various description 
or be shoved aside to await better days. We 
have to find acceptable answers within the 
context of the Indian reality, and to persuade 
our people that what is planned is in their 
interest. 
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CIVIL LIBERTIES 


Muslims and Civil Liberties 

4 (r Nmirani 


ON March 17 one of India's leading 
polKical Scientists Kajni Kothan said at a 
public meeting in New Ocllii that theie was 
a systematic attempt b\ the police in the 
walled city ut Old Delhi to to'ture and 
harass metnbeis ol a partieulai eommuiiits 
(Indian txpnss Match 18) He was referring 
to the recent communal clashes in the city 
and alleged that both the press and the 
police had ‘ white sva hed the incident 

On Match 2') the PI >( I tele asi d i 
page icpoit picpaitd bv a team it had 
constituted on the police tiring in the waited 
city on Ithiimy 14 the das on which a 
nation wide piotcsi was utg iniscd hv some 
Muslim orgamsations ostr the unlocking of 
the Kabari Mosque Ihc Repoit is entitled 
"Terror in the Walled (.ity 

The tiling had taken pi ice ni I al Kuan 
in the walled cits Iwo voting boss weie 
kilhd and seseial puts ol the I nn i Masjid 
area were placed niidei eurless lot seseiil 
days theieatlei \bout800pei ons liom the 
area were ai rested ih U day 

The PUC I s team investigated into the in 
cident and found that there were no riots 
in the walleel cits ind the police tiring and 
the am St of huneheds ol peesple weie iin 
luslilied Only the tnst pirl of the repoil 
was being leleased InderMohm Piesident 
ol the PLf 1 (Delhi) said tt the picss eon 
feamce The second pait would deal with the 
histoiiealevolution ot Shthjehinhad wv a 
Mi a critical assessment ot the lehgious and 
divisive loiees living in the aiei It would 
be released later (The Staiesinan, Match 31) 

The PUC I report said that it was known 
to the police ih.it cm hebiuarv 14 Muslims 
were going to pmiest against the openitii; ol 
the Babai i Masjid I hev should have taken 
precautionatv measuies to waid off any 
trouble in the aie i On the contrary the 
police ilselt became an interested party in 
instigating ihe iiots The report said 

X crucial taelur that esme to light during 
our investigations was the collusion between 
some politicians and the local police The in 
vestigations also revealed a complex under 
world ot smuggling of drugs smack 
heroin etc-and the luintive dealings in 
unauthoiised eonsvruetions Ihe vlleged lole 
of several police utfieers in these activities 
thus became i dileimining factor in then 
behaviour towards Ihe people Iheie is no 
evidence ol Hindu Muslim eontlul Pciliee 
eoniiTiittcd i laige number ol itroeilies on 
the people whuh needed investigation 
Many residents who went to depose at Ihe 
magistciial inquiry weie intimidated by the 
police the icpoit alleged It alleged also that 
the police 'mobilised ' anti social elements 
who threalened witnesses who wanted to 
depose betorc Ihe additional Distiict 


Magistiaie K S Mchra, who was conducting 
the inquiiv 

Ihe preparation ot the "^epori is as 
heartening an episode as the firing on 
Februarvl4 was tragic It is not a eon.munal 
body, but a body committed to the preset 
vation ot civil hbeilies which took up the 
incidents of Fcbi uary 14 There are two mam 
lessons lor all Indians to ponder over I irst, 
flow manv such reports by civil liberties 
otg inisations can one recall on worse 
incidents Ahmedabad (1969) Bhiwandi 
(1970) Ahgaib (1972), UP riots (1974). Jam- 
shtdpui (1979) Moiadabad (1980), Meerut 
(1982) and Bhiwandi (1984), tor instance’ 

Since 1969 and perhaps a little earlier 
press reportage has improved so much so 
that when the cditoi of a leading tnghsh 
daily spouted communal venom on the Iront 
page in the wake ot the Mondabad riots a 
special coirtspoi dent published a news story 
in the sune piper which was tactually in 
lo al eoiuiadietion to the editoi s thesis 
( ledit to Ihe papei lor this—lo the cor 
lespoiidcnt and to the editor 

But It piess lepoitage ot riots improved 
signilieaniK and ma)or stories were objec 
live bv and laige one cannot say that there 
was an a|>pieeiablt change in ihc indif 
Icier,vc of civil liberties bodies to violation 
ol the lights ol Muslims, especially police 
hi Utah! V duiing the riots There were*, ot 
course civil libeitanans like Indei Mohan 
who eonsistentlv spoke up One hopes thai 
the teport on the Delhi incidents marks a 
change 

Ol eouise. even at the worst Ol limes you 
could count on the late Mridula Sarabhai, 
Suhhadr.i loshi and a good tew public 
figures academies and journalists to de 
nounee the wiongs But in general the at 
(itudc was one of indifterenee or political 
exploitation in the Indira Gandhi style 

This IS one aspect of the situation The 
other aspect brings one to the second lesson 
troni the episode How many Muslim bodies 
and Muslim public figures concern them 
selves with civil liberties generally’ It is one 
thing to talk ol discrimination against the 
Muslims by the state and official igencies 
But what prevents Muslims from partiei 
paling actively in voluntaiy oiganisations’ 
In the trade union movement, in the co 
operative movement and in the civil liber 
ties movement’ 

The truth is that the gicatest damage to 
Muslim interests is done by Muslim com¬ 
munal bodies li the Jamaat e-Islami, 
the Taamcr e Millat, and the Ittehadul- 
Muslemecn are bigoted, the Muslim League 
besides being bigoted is grossly opportunist 


and functions as a cat’s paw of the Con 
gress(I), a power broker 

It IS perfectly possible for Muslims to 
identify themselves with secular forces and 
with the cause of preservation of democratic 
values and yet to assert their rights and ven¬ 
tilate their grievances as a minority Such a 
course would strengthen the democratic 
structure as welt as protect minority rights 
An isolationist, sectarian approach injures 
both It helps only the personal interests of 
the leaders who feast on the plight of 
Muslims Secularists can put them out ot 
business only by being genuinely secular—by 
ucating violations ot Muslim rights as grave 
Iv as any other violations of the rights of 
the vitizen 

It may be recalled that on November 5, 
1982 44 Muslim Members of Parliament, 
including those belonging to the Congressfl), 
submitted a memorandum to the Prime 
Minister Indira (landhi They tried to meet 
her but were rcbufled The Congres$(I) 
parted company The Ijeaguc did not but has 
continued to play the Congress(l) game 
NX iiness the sabotage ol the legislators’ 
C onvention last ycai When Muslims speak 
up about their rights and ventilate their 
grievances ihev are dubbed as ‘com 
munalists No other section is the Sindhis 
who legitimately stiivc lot the leeognition 
of their beautilul language or the Kashmiri 
Pandits It IS pcrtcctlv legitimate for any see 
lion ol Ihe nation icligious, linguistic, 
tribal or political—lo assert its particular in 
lerest In no other dcnioetaey American, 
C anadian, British or othei is this frowned 
upon Nor is it m India, except in regard to 
Muslims The press gleefully reported 
Muslim gatherings which passed resolutions 
supporting India's stand on Kashmir If 
those very gatherings were to assert them 
selves on Muslim grievances they would have 
been branded as ‘communal’ 

But grievances there are—genuine and 
unredressed K J Rustamji, a member of the 
National Police Commission and former 
Director of the BSF, well summed up their 
plight when he wrote in June 1979 three 
decades after independence “We suspected 
the lyiuslims, in turn (after partition), 
divided them, kept them away from the ser¬ 
vices We would not allow them to develop 
tradq, no licences, no support, no funds 
They were considered unreliable steadily, 
the Muslims went down economically and 
socially, while speeches were made about our 
secularism ” 

Yes, spee'ches only on secularism, not on 
the grievances which Rustamji so tersely and 
accurately summed up How many or how 
few of our civil libertarians, our socialists, 
communists and others have spoken up con¬ 
sistently or at all on this during the nearly 
40 years of freedom These years have seen 
indifTerence on the one hand and pobticisa- 
tion on the other The vicious circle must be 
broken by shedding both the attitudes 
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COMPANIES 


Wide Ranging Diversification 

Hansavivek 


SHRIRAM FIBRES is expanding and diw- 
sifying its activities. It proposes to invest 
substantial amounts in its existing units at 
Manali and Viralimalai, both in Ibinil Nadu. 
Apart from modernisation, this would also 
result in addition to capacity by balancing 
of equipment. The company has planned to 
instal facilities at the Manali plant for pro¬ 
ducing polyester industrial yarn, for which 
a letter of intent has been secured. Mean¬ 
while, SRF Nippondenso’s.plant at Surajpur 
in UP is about to go on stream and will start 
supplying automotive electricals to auto¬ 
mobile manufacturers like DCM Toyota/ 
Maruti and others. The company also has 
plans for setting up a plant in Rajasthan for 
refrigerant gases, for which a letter of intent 
has already been obtained. Negotiations are 
in progress with Outboard Marine Corpora¬ 
tion of USA for setting up a joint venture 
company to produce outboard motors re¬ 
quired for the fishing industry. The company 
is also in the process of acquiring an interest 


in Shriram Needle Bearing Industries, which 
is engaged in production of precision com¬ 
ponents mainly for the two-wheeler industry. 
This company is a joint venture with INA 
of West Get many, a world leader in the field, 
and its products are in good demand. Plans 
for expansion of its plant are in the ofting. 
The company also propo.ses to take up a 
substantial equity in Shriram Bearings. A 
complete renovation of the plant has been 
undertaken. Moreover, the -company has 
recently promoted a new company under the 
name 'Shri Ram Fibres Finance’ to enter the 
field of hire-purchase, lease financing, etc. 
It has already done some profitable business. 
The company i -reposes to issue saured non- 
convertible debentures upto an aggregate 
nominal value of Rs 21.53 crore to the ex¬ 
isting equity shareholders on ’rights’ b-isis 
to raise additional finance for normal capital 
expenditurc/modcriiisation and for augmen¬ 
ting long-term working capital. Each deben¬ 
ture will be linked with the issue of two 


equity shares at a premium as may be ap¬ 
proved by the Controller of Capital Issues. 

SRF has turned in pleasing results for the 
year ended Iseptember 1985. While sales have 
increased fioin previous year’s Rs .54.57 crore 
to Rs. 61.87 crore, gross profit has expanded 
from Rs 10.07 crore, I'hese figures rellccl im¬ 
pressive widening of margins. Net profit is 
up fruin Rs 2.89 ciorc to Rs 4.46 crore. The 
unchanged dividend of 18 per cent is covered 
4.01 times by cainings as against 2.60 limes 
previously. 

The directors point out that nylon tyre- 
cord is under piessurc oj' cost increases 
without coriespondiiig increase in prices. 
The company has made considerable pro¬ 
gress in product development in areas of 
engineering plastics, conveyor belting and 
other industrial fabiicv. which have started 
yielding rcsulls. 

MADHYA FKADISH VSII'hD POLY- 
PROPYl.LNh. h.iv .imiouiiced a handsome 
maiden diviilend of 21 per cent foi the year 
ended September 1985 I he distiibution, 
however, is thiiilv covcied bv earnings, just 
1.16 times, even when there is no piovisiori 
for ta.xatioii. The crmipany h.is made a gross 


The Week’s Companies 




(Rs Lakh) 


Shriram Fibres 

MP United 
Polypropylene 

IAF.C 

Associated Cement 


Latest Year last Year latest Year Last Year latest Year Last Year Latcsi Year l.a$t Year 




30-9-85 

30 9-84 

30-9-85 

30-9-84* 

30-9-85 

30-9-84 

30 9-85 

30-9-84 

Paid-up Capital 


651 

651 

240 

240 

74 

45 

135 

69 

Reserves 


3195 

2878 

104 

98 

170 

164 

565 

522 

Borrowings 


2343 

2698 

470 

528 

438 

382 

640 

625 

of which Term borrowings 


1476 

1728 

247 

286 

98 

6 

21 

34 

Gross fixed assets 


7446 

7013 

942 

910 

335 

300 

1117 

964 

Net fixed assets 


5346 

5618 

783 

831 

205 

208 

759 

707 

Investments 


196 

179 



18 

16 

9 

9 

Current liabilities 


1234 

1149 

309 

139 

742 

577 

197 

179 

Current assets 


2914 

2575 

433 

299 

1183 

946 

769 

678 

Stocks 


849 

657 

167 

123 

540 

578 

341 

222 

Book debts 


802 

1229 

218 

135 

454 

264 

194 

132 

Net sales 


6187 

5457 

424 

325 

1931 

1552 

1264 

not 

Other income 


229 

100 

3 

19 

213 

160 

28 

17 

Raw material costs 


3001 

2815 

167 

167 

712 

513 

32 

15 

Wiges 


470 

379 

18 

18 

356 

309 

569 

438 

Interest 


189 

255 

23 

2.3 

70 

49 

56 

42 

Gross profit ()/loss (-) 


1007 

751 

171 

138 

76 

95 

226 

242 

Depreciation provision 


427 

447 

113 

90 

23 

20 

103 

92 

Tkx provision 


134 

13 

__ 

- 

29 

22 

16 

14 

Net profit (+^)/loss (-) 


446 

289 

58 

58 

24 

53 

107 

136 

Investment allowance reserve 


67 

75 

— 


2 

3 

24 

19 

IVansfer to reserves 

Dividend 


264 

99 

6 

— 

13 

43 

63 

100 

Amount 

P 

5 

5 

— 

— 



0 24 

0.24 


E 

no 

no 

50 


9 

7 

20 

17 

Rate (per cent) 

P 

13.50 

13.50 

_ 

- 


- 

12 

12 


E 

18 

18 

21 

-- 

12 

16 

15 

25 

Cover (times) 

Ratios (per cent) 


4.01 

2.60 

1.16 

— 

2.66 

7,57 

5.35 

8.00 

Gross profit/saies 


16.27 

13.76 

40.33 

42.46 

3.93 

6.14 

17.88 

21.98 

Net profit/capiul employed 


20.41 

15.75 

16.86 

14.20 

9.83 

25.36 

15.28 

23.03 

Inventories/sales 


13.72 

12.04 

39.38 

37.85 

27,96 

37.24 

26.98 

20.16 

Wiges/sales 


7.61 

6.94 

4.24 

5.54 

18.43 

19.91 

45.02 

39.78 


* 18 months. 
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profit of Rs 171 lakh on a turnover of 
Rs 424 lakh as against Rs 138 lakh and 
Rs 325 lakh, respectively, in the previous 
IS-month period These figures show a 
decline in profit margins After depreciation, 
there is a net profit of Rs 58 lakh compared 
to Rs 48 lakh of the previous year Qut of 
this, the recommended dividend will absorb 
as much as Rs SO lakh 

The company achieved more than 90 per 
cent capacity utilisation even though the 
operations at the tactory situated near 
Bhopal were disrupted due to disastrous gas 
tragedy that occuired at Union Carbide fac 
toiy at Bhopal in December 1984 The dircc 
tors say that production of BOPP(t) film 
IS booked tor the next six months and sales 
this year are expected to be aiound Rs 6 
crore Steps have been taken tor installation 
of metallisation plant for capacitor grade 
film to produce 300 tonnes per annum The 
required equipment and accessoi ics are ex 
pected to ai rive by him 1986 and cornmer 
ual pioduciion should stait bv Ociobci 
1986 I his would increase the company s 
turnover by Rs 2 50 ciore in a full ycai It 
has been decided to establish a second line 
of BOPP plant to meet the grossing demand 
of film Demand in the country is expected 
to go up b\ 4 OtX) tonnes per annum at the 
end of the decade as against the present 
capacity of 1,800 tonnes available in the 
country In order to meet the project cost of 
the proposed second line, ihe company pro 
poses to issue convertible debentures ot 
Rs 5 crore to the existing shareholders, fixed 
deposit holdci s and/or to the public 

lAEC INDIA has been compelled to call off 
the joint venture project promoted under the 
name and style Taprogge lALC’ for the 
manufactuic of condenser tube cleaning 
system and debris scavenger due to the non 
cooperation of the foreign collaborator, 
Taprogge of West Otrmanv, who demanded 
majority holding in the share capital of the 
joint venture company, contrary to the terms 
approved by the Government of India The 
other joint venture of the company, Klinger 
(India), went into commercial production 
in October 1984 and achieved sales of 
Rs 24 lakh upto the end of June 1985 
It IS expected to show better working 
results in the current year lAEC has con¬ 
cluded a technical collaboration agreement 
with Intensive Filtci a leading manufacturer 
in West German/ for the manufacture of 
dust control equipment It also proposes to 
enter into technical collaboration for the 
manufacture of special type fillers used in 
fine filtration in petrochemicals, oil explora 
tion and other fields 

The company has shown poor working 
icsults for the ycai ended September 1985 
with decline in gioss profit from previous 
year s Rs 95 lakh to Rs 76 lakh despite in 
crease in turnover from Rs 1^ 52 crore to 
Rs 19 11 crore Profit margins have deteri 
oiated due to increase in the cost of inputs, 
particularly steel and tubes Net profit has 
dropped from Rs 51 lakh to Rs 24 lakh 
Dis idend has been reduced from 16 per cent 


to 12 per cent on the capital enlarged by a 
bonus issue Distribution, which was covered 
7 57 times by earnings last year, is now 
covered 2 66 times 

Andhra Mechanical and Electrical In¬ 
dustries (AMEI) and Industrial Air Ikchntcs 
(lAT) became subsidiaries of the company 
during the year AMEI was establish^ in 
1968 as a joint venture of the company and 
Andhra Pradesh Industrial Development 
Corporation It has its factory at Hyderabad 
and IS engaged in the manufacture of 
isolators, current and potential transformers 
for power transmission stations 7b augment 
Its working capital resources, AMEI offered 
2 23,040 equity shares of Rs 10 each at par 
by way of ‘rights* to the existing share 
holders, which were fully subscribed lAT 
was established in 1971 Its factory at 
Hyderabad manufactures pollution control 
equipment As the accumulated losses of 
lAT exceeded its share capital as at the end 
of September las' provision has been made 
in the accounts of lAEC for dimunition in 
value of investment in this subsidiary The 
directors, however arc of the opinion that 
due to heavy orders on hand to the tune of 
Rs 1 23 crore working results of the com 
pany during its current year would wipe out 
the losses 

ASSIKIXTID STOSl INDUSTRIES 
(KOTAlfJ has earned a lower gross profit of 
Rs 2 26 crore foi the year ended September 
1985 as against Rs 2 42 crort in the pres lous 
y.car despite a higher turnover ot Rs 12 64 
crore against Rs II 01 eroie Profit margins 
have been squeezed by mcicascs in wage bill, 
interest and raw material costs Higher pro 
vision for depreciation has lowered net profit 
tq Rs 107 lakh (Rs 116 lakh) Equity divi 


dend has been reduced from 25 per cent to 
15 per cent on the capital eaUaged the 
issue of bonus shares. The distribution, 
however, is still covered 5 35 times by earn¬ 
ings as against 8 times previously Export 
sales amounted to about Rs 25 lakh com¬ 
pared to Rs 16 lakh of 1983 84 
Capital expenditure during the year 
amounted to Rs I 64 crore, including pur¬ 
chase of heavy earth moving and mining 
machinery which has been deployed for 
mech'inisation of overburden removal at the 
quarries This has resulted in increased pro 
duciion at the quarries An agreement was 
signed with the umon in September last and 
industrial relations at all leveic continued to 
be cordial and harmonious 

GUJARAT NARMADA VALLEY LER 
TH IStRS COMPANY {OmC) has receiv 
ed letter of intent Tor its Rs 18 crore con 
centrated nitric acid project with a capacity 
of 100 tonnes per day The project will be 
allied with the company s Rs 175 crore Nitro 
phosphate CAN project for which the 
foieign tie up has already been finalised with 
Uhde of West Germany In ten years since 
Its inception in May, 1976, ONFC has not 
only put into operation its Rs 427 crore 
ammonia urea plant a methanol plant of 
Rs 11 65 crore as well as the port of Dahej, 
but has also taken up ten large scale projects 
in the field of fertiliser and chemicals, 
engineering and automobiles and elec 
Ironies tjNlC coiporatc plan envisages pro 
jccl investment of Rs 1800 crore by 1995 

on INDIA LIMIT!D{OIL) has overshot 
all physical performance targets in 1985 86 
save that ot crude oil production and 
delivery where achievement was 98 per cent 
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The first year of the Seventh Plan has seen 
OIL find two new oilfields in Assam, at 
Tinkhong-Tinah and at Rajgarh OIL has 
now spread operations beyond the north east 
of India to Orissa onshore and offshore, 
Rajasthan, and is expected to start drilling 
offshore in the Andamans in May 1986 
Onshore seismic surveys has taken a lead in 
OIL'S performance record Against a revised 
estimate of 1600 line kms in Assam and 
Arunachal Pradesh, Oil has shot 2295 line 
kms in Rajasthan, the achievement over the 
target of 4200 line kms is reflected as 116 
per cent In onshore drilling. Oil has for 
the first time crossed the six digit metreage 
figure to drill 110,217 metres against an 
estimated 108,860 metres, thus achieving 101 
per cent of the target The metreage drilled 
last yeai was 85,614 metres The peilor 
mance in offshore drilling has been 101 per 
cent against the revised estimate ot 8 500 
metres OIL’s production target lor crude oil 
from Assam and Arunachal °radesli was 
revised to 2 73 million tonnes, and the 
achievement for 1985 86 in both production 
and delivery to the relmeiies was 98 per cent 
There was, however, a shortfall b> 11 pci cent 
ot the deliveiy of associated natural gas as 
the consumers did not utilise the gas as per 
their commitments In 1985 86, the produc 
turn and deliver) of LPO touched 102 per 
cent of the rev iscd target of 42,000 tonnes 
Oil’s net prolit before lax and interest is 
estimated to be Rs 128 45 ciore. piofit aftci 
interest but before tax is Rs 122 crore and 
that aftei tax, Rs 6" crore The company’s 
net worth on 51 3 1985 was Rs 293 47 crore 
whereas now it has increased to Rs 356 27 
crore The geological leseives ot OIL in 
Assam and Arunachal Pradesh has over the 
years been steadily increasing 1 he oil in 
place as on 1 1 1985 was 385 05 million ton 
nes whereas on 1 1 1986 it has gone iipio 
412 63 million tonnes Similaily the balance 
recoverable reserves have gone up from 43 88 
million tonnes last year to 47 75 million ton 
nes now The in place gas on 1 1 1985 was 
135 04 billion standard cubic meitcs, and as 
on 1 1 1986 this has touched 141 74 billion 
standard cubic metres The balance recover 
able reserves of gas recorded last year was 
69 82 billion standard cubic metres and this 
year it has increased to 72 46 billion stan 
dard cubic metres 

BHARAT EARTH MOVERS has had 
another record breaking year duiiiig 1985 86 
when the performance of the company 
showed a further substantial step up in terms 
of value of production and sales I he com 
pany, the country’s premier manufacturer of 
a variety of earth moving ecjuipment as well 
as rail coaches, increased the value of pro¬ 
duction to Rs 491 crore in 1985-86 as against 
Rs 429 CTore during the previous year The 
sales have also shot up to Rs 480 crore as 
against Rs 426 crore during 1984-85—an in¬ 
crease of 14.45 per cent in production and 
12.68 per cent in sales. BEML thus has been 


able to exceed its targets of value of produc 
tion and sales, namely Rs 477 crore and 
Rs 473 crore by a fair margin Against the 
targetted profit of Rs 26 70 crore, BEML has 
been able to achieve Rs 34 crore The profit 
figure, no doubi, ix somewhat lower than the 
previous year’s Rs 42 crore but this is 
primarily because of BEML's efforts to 
absorb the increase in cost by settling for a 
lower margin of profit rather than passing 
on the increased cost to its customers 
BEML has also been affected by steep ap 
preciation of the yen as some of the com 
ponents of BLMI’s products are imported 
from Japan One of the major ihiusi irtas 
for BEML is to iiiciease its share ot Dtlericc 
Production BLMl is already iinpleniiniing 
a pioject lor manutacture of ttansmissioiis 
for the Infantry Combat Vehicles and will 
very soon be luamifacturing heavv vdiicks 
lor the Army Bf MI’s R and D el loi l is also 
commendable and i number of indiemouslv 
developed [I'ou i is e g front end loaders 
track shovels, etc, are being manufactuicd 
and marketed b\ 'he company successfully 
The company lecently won the impoit 
subsiiiulion awaid I he company s effort on 
the export front has also been impressive and 
products worth Rs 20 66 crore were cxpoited 
bv the company as against a target of Rs 12 
crore during the scar During 1986 87 the 
company plans to step up us production and 
sale further 


In the Capital Market 


Priyadaiwhini leasing and Finance (PLF| 
IS entering the capital niaikct on Apiil 28 
with a public issue of 7 50 lakh equity shares 
of Rs 10 each at pat to augment its long 
leiin resources Ihc issue is managed by 
Standard Charteicd Bank and Bank of 
India I he company has been ptomoted by 
the Pnyadarshini Oroup which has su. 
cessfully launched four projects Ptiya 
darshini Spinning Mills, Sagar Cements, 
Pnyadarshini Cement and Privadarshim 
Thread PI F was set up in 1984 with an 
issued capital of Rs 125 lakh of which the 
promoters capiial is Rs "^O lakh I he eom 
pany will be involved in leasing finance and 
hire purchase, portfolio investment and sen 
ture capital Advisory services like loan 
syndication, lactonng etc, will also b uiidci 
taken The company has also plans to take 
up a project for manufacture ol HOPE bags 
I he company is in the process ol negoii itiiig 
substantial lease and hire purchase conti tets 
with well known companies The board is 
confident of dcclanhg a dividend of 10 12 
per cent in the very lirsl ycat of opetations 

tnriO la-asinj( and Einancr, a dividend 
paying leasing company based in Calcutta, 
IS issuing Ttghls’ equity shares of Rs 10 each 
of the aggregate face value ot Rs 100 lakh 
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The current market price of the shares is 
around Rs 20 each The company commenc¬ 
ed leasing operations in 1984 Its income, 
wluch was Rs 20 lakh lor year ended March 
1985, rose to Rs 31 lakh for the 10-month 
jvenod ended Januaiv. 1986 Cross piolit for 
he pendd doubled liom Rs 12 lakh to 
Rs 25 lakh At cording to (i R Khailan, 
Managing DitecUir, earnings per share loi 
the 10 month pciiod weic Rs 4 2 1 he pie 
sent book value ol the share is Rs 16 30 and 
IS expeeted to inipius.. lot the scar ended 
March. 1986 Rgainst a dividend ol 10 per 
cent paid last vcai ihc company hopes to 
improve upon this in view ol ihc incieased 
earnings 1 lie le isc eoiuraets enieied into liy 
the eoinpanv h.iv( been lestruted to fust 
class blue ship eompaiiies and piolitablc 
mulii ndtion.il and 11 R \ eompaiiics, to < n 
siiie d steady ind assuied income With the 
eonlidels in the pipeline ol anelul Rs 3 crore', 
and the exisliiiB le.tse eipei itiesnc and Uiithei 
contiaets being negotiited the eompiiiv eX 
pcvts higher piolitabiliiv llKeeimpiny has 
been suecesslul in neei i iiing < onsideiablo 
bank tiiidiicL llieiehv ciiihling it to like a 
larvet volume ol bu'iniss 

Last India H<»t< Is will i me on April 16 
22,00,000 15 per cent seeured redeemable 
non eoiivcitiblt debentures ol Rs 100 each 
ai pdi on I lights basis lo its existing 
shareholeleis to laisc a part ot the linance 
ri'quin d loi renovating ii, existing hotels in 
Bombay, C akutta Datjccling New Delhi 
and Simla Hotel ‘Oberoi lowers’ in Bombay 
IS being substantially expanded with ad 
dition ot 350 looms suites and other 
facilities whieh will be partially operational 
bv mid 1986 and fuliv opeiatioiial bv 
Octobei this yeai and will eontiibute 
substantial!, lo the company s piofils 
During the 1985 the Bhiihaneswai hotel and 
the flight kitchen at Sahar Aiipoit, Bombay, 
became lulls operatioiul Vccordmg to 
P R S Ohtioi Vice ( h mman the hotel in- 
dusitv IS looking foiwaid to blighter pro- 
sisecis He anticipates that the hotel industry 
w ill soon be ticatcd at par w iih other export 
mdustiics and given Ihc incentive's which ex- 
poiis ire entitled to Ihc goveinment has 
alreads announced a relaxation m the "VIRTP 
Act iiisotai as it applies to hotels and has 
also announced that tin pnblie sector will 
not expand in the field ol 5 stii holds East 
India Hotels will tiki aclvantavc of these 
oppoi tunnies I he comp ms is working on 
plans toi hotels n \gri HvJcrabad, 
Bangaloic laipi i ai d (loa Amaiorshop 
ping ccntic is alse) planned it a pnme loca¬ 
tion in C akutta The ofler is .ittidctive to 
the investors beiansc this is the imlv issue 
where the company will pav advance 
quarterly interest in the non cumulative 
scheme In the cumulative interest scheme 
too, mieresi will be cumulated at quarterly 
rates and a sum ol Rs 1,000 will become 
Rs 2,851 after seven years (including 5 per 
cent redemption premium) 
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FROM OUR CORRESPONDENTS 

Bombay Slums Face Operation Demolition 

Gurbir Singh 


THE Maharashtra government and the Shtv 
Sena led Bombay Municipal Corporation 
(BMC) have since February this year un 
leashed a campaign for demolishing what 
they call ‘encroachments’ on pavements and 
on public and pnvie lands m Bombay city 
One of the victims of this drive has been 
Sanjay Cmndhi Nagar, a cluster of huts ncsti 
mg among the concrete jungle of Cuffe 
Parade and Nariman Point (We had rc 
counted the story of this slum in the 
December 28 198^, issue of FPU ) Today 
the bustle of that living organism is but an 
acre or two of desolate rubble Yet the paved 
flooring of each hut can still be discerned 
as a grim leminder ol what were once a 
home Barbed wire leming and patrolling 
security men guard this invaluable property 
seized tiom us toimer occupants 

Additional Colkctoi (Incioachmcnts) 
Madhukai Paul stiuck at Sanjay Gandhi 
Nagar on the morning ol Match 12 To sub 
due possible rcsistcncc he drosc up with a 
show of oscrwhelming torcc Hiscoiivos in 
eluded nearly live lorryloads of police six 
truckloads ot municipal workers, an am 
bulence, a fircbiigade vehicle and other 
assorted vans and cars Most ot the men 
folk were awav at vsork A group ot sullen 
women and bovs confronted Madhukar Patil 
and Ills men Thev wcic threatened and 
pushed aside An independent corpoiator, 
Nagweker from a neighbouiing municipal 
ward, and Anna kuticn, a social worker, 
came tearing in soon as thev got the word 
to try and stop the demolition Paul had 
only jail to offer to all those who argued 
Nagweker and Kiiiicn were pushed aside 
The barricade of women and boys cracked 
So did organised resistcnce The demolition 
team fell upon the slum from both ends with 
axes and crowbars With tears streaking 
down their cheeks the people saw their 
homes being razed betore their very eyes 
Those huts which proved to be too solid for 
the axes, s<eie hauled down by getting a jeep 
to teai down the central pole with the help 
of nylon topes 

Najma’s hut was the first to go Clutching 
her little daughter to her breast, she yelled 
at Patil “Break my home, but take us with 
it” Weeping hysterically she was dragged out 
by the women police There were cases of 
individual rcsistcncc but most residents tried 
to salvage whatever they could before the 
demolition squad dumped all their belong 
mgs into trucks and carted them away Those 
who were out and whose huts were locked, 
were left only w ith the shirts on their backs 
Bv 6 p m was all over Only the dust and 
rubble remained And about 100 huts on a 
narrow strip of land near the waterfront 
which was not immediately required 
Madhukar Patil then drove off leaving the 
350 demolished families on the Cuffe Parade 


pavements 

Sanjay Gandhi Nagar is just one among 
the many slums that have fallen before the 
juggernaut ot ‘Operation Demolition’ laun 
ched in the city The state go/ernment had 
been awaiting an opportunity ever since the 
luly 10,1985, Supreme C ourt judgment had 
vavated the protection given to slumdwellers 
The Slav order expired on October 31,1985, 
but then theie were the Congress centenary 
celebrations in the city in December So the 
demands ot real-politik allowed an un 
official stay to continue But with the turn 
of the year, no hurdles remained There arc 
no elections round the corner Nor are op 
position parties vocal on the issue So in 
Icbruaiy this yeai, the state goveinmen' 
decided to move ahead 

Low PROIllF StRAtLCiV 

The official position is There are too 
many public works and projects held up m 
the Litv on account ot encroachments i ot 
J Cj hanga. Municipal Commissioner, it is 
a problem ot numbers Phase I ot Opera 
lion Demolition involves the eviction of 
1^,000 families The strategy adopted is a 
low profile one There is no widespread 
simultaneous demolitions being carried out 
all over the city Lach earmarked slum or 
pavement settlement is demolished singly 
with a show of overwhelming force, and 
without fuss or press publicity the residents 
are carried off in lorries to the resettlement 
sites or just driven off and dispersed After 
each demolition, public reaction is tested If 
there is some commotion, the next demoli 
tion IS held over tor some time If things go 
smoothly, the next target is set upon soon 
after For instance, the wide publicity given 
to the demolition of Sanjay Gandhi Nagar, 
and the subsequent morchas and protests 
that followed, forced the collector’s office 
to postpone the slated demolitions of the 
neighbouring Ambedkar Nagar and Guru 
Murthy Nagar slums on C uffe Parade for 
some time 

How tragically the people, especially the 
middle class, is divided on the question of 
slums IS illustrated in the case of three 
slums—Vinayak Nagar, Kundan Nagar and 
Krishna Nagar which cover a hillock in 
Goregaon, a far western suburb of Bombay 
T he slums have been in existence since 1975 
and are mostly inhabited by Maharashlnans, 
including a large number of government and 
municipal Class IV employees The hill 
hosting these slums overlooks the middle 
class housing board colony of Unnat Nagar 
These marginally more privileged sections 
look upon the Tl^n Dongri slums, as they 
are called, as an eyesore and an encroach 
ment of what was planned to be developed 
as a garden tor Unnat Nagar Being a suffi¬ 
ciently targe group, possibly larger than the 


slum-dwellers, the Unnat Nagar residents 
have been constantly supporting moves to 
evict the slum-dwellers 

The Teen Dongri slums housmg some 450 
families have had a long struggle with the 
BMC They were demolished four times in 
1981 and again three times this year \et they 
cling on to the land The priest of the 
neighbouring Bhavani Mata Mandir, Annajt 
Shellar, a respected old man among the 
slum dwellers, commented “It’s how the 
municipal lorries remove vegetable vendors 
But like the vendors, we leturn We are 
tough We have forgotten things like law and 
justice ’ 

Nirmala Pathak, the lone social worker 
who has been slaving for the Ifccn Dongri 
slums, reports that ihe BMC squad first 
camt on February 12 this year to demolish 
the 10 year old slums The residents formed 
a barricade and some women threw 
themselves before the mumcipal vans The 
squad returned home in the face of sustained 
lesistence On February 18 the same pro 
cess was repeated and the slum escaped with 
only a few huts razed Ironically, the local 
MI A of the area is the well known lanata 
Party militant, Mrinal Gore However, the 
middle class clement in the constituency 
being in the majority has forced her to 
icniain silent or even tacitly support the 
demolition of the Teen Dongri slums It 
was on the day of the second demolition, 
Febiuary 18 that the harassed slum dwellers 
marched to Mrinal Gore’s house and 
demanded that she defend their right to a 
roof over their heads Nothing doing You 
voted Congress Ask your leaders to help 
you, was the reported reply 

On the third occasion, March 12, the ward 
olf leer Guruprasad and chief engineer Mody 
came fully prepared with about 150 police 
men and 3^0 municipal demolition workers 
Wc asked them why had they not given us 
notice The reply of the officers was Did you 
give us notice when you built your huts’”, 
Nirmala Pathak reported In spite of the 
massive strength of the demolition force, 
organised obstruction continued The 
women assaulted the ward officer Guru¬ 
prasad, and as women police were brought 
to arrest Nirmala Pathak and her group, a 
game of hide and-seek follbwed These tac¬ 
tics saved more than 130 huts on that day 
Today, the residents have rebuilt their huts, 
and with no alternative accommodation 
being offered, they are determined to stick 
It out on the Gor^aon hill 

Elsewhere the same story was being 
repeated Amar Indira Zopadpatti, a pave¬ 
ment dwellers’ colony of mostly construc¬ 
tion workers and vegetable vendors on 
E Moses Road, along Bombay’s prestigious 
Mahalaxmi race course, came up over 20 
years ago Laxmi Reddy, who looked about 
23 years old, told me she was bom there. 
They came—about 10 lorryloads of them— 
on the morning of March 3 and told the 
people to clear out Ward Officer Subn- 


684 



ECONOMIC AND POLITICAL WEEKLY 


April 19. 1986 


manium told the residents that the BMC 
wanted them out so that the gutter lines run¬ 
ning below their hutments could be repaired 
and reset, Laxmi Reddy recounted. Over our 
dead bodies, the women declared. But the 
women were small in number and were easily 
pushed aside. The women even pleaded for 
a postponement for about a month as their 
children were all in the midst of examina¬ 
tions, but the officer would not hear of it. 
By the evening about 350 huts had been 
demolished and the people and their belong¬ 
ings packed into lorries, were driven off to 
distant Dindoshi to be ‘rehabilitated’. In¬ 
terestingly, it was the same group of people 
that had put up a massive fight in 1981 when 
the then chief minister A R Antulay had 
undertaken a massive demolition operation. 
That time they had stormed the Race Course 
in a symbolic occupation. 

Tragic Case 

Of all the slums demolished in recent 
months, the most tragic case is of Mori Road 
Zopadpatti, situated near Mahim station in 
the heart of Bombay. This slum of over 1,500 
tenements was established as far back as 
I960. A majority of its residents are photo¬ 
pass holders and pay a ‘rent’ as fine to the 
BMC. Jyoti Suganchand recalls that his 
demolished kirana shop had been built in 
1959. 

On March 10, about 300 huts were 
demolished. The BMC had been after this 
strip of land for a long time for the exten¬ 
sion of a trunk route, Senapati Bapat Marg, 
and for the construction of a gutter connec¬ 
tion in the Mahim creek area. Aware of this, 
the residents have never been opposed to 
moving to an alternative site, and cor¬ 
respondence on the subject with the autho¬ 
rities dates back to 1977. The Janata Sewak 
Society, the association of residents, had 
made it clear to the authorities that if a plot 
could be provided somewhere in the vicinity, 
they had no objection to moving out. The 
authorities had obviously accepted that prin¬ 
ciple. In 1977, the BMC had in fact sanc¬ 
tioned a plot to set up 1,560 tenements on 
Lai Bhahadur Shastri Marg, in the neigh¬ 
bouring Bandra-Kurla complex. Official ver¬ 
sion holds that this was cancelled on account 
of other slum encroachments on the Shastri 
Marg plot. The slum dwellers, however, say 
that there was only a thin strip of hutments 
on the outer section of the plot while the 
rest was empty. Again, in a letter dated 
March 1, 1979, the Bombay Metropolitan 
Regional Development Authority (BMRDA) 
told he slumdwellers that their plea for a 
resettlement plot in the Bandra-Kurla com¬ 
plex was being considered. In a subsequent 
communication of June 28 in the same year, 
a no-objection-certificate (NOC) was given 
for resettlement in ‘H’ Block of the Bandra- 
Kurla complex. The BMC, acting on the 
NOC. should have shifted the Mori Road 
people to the new plot. But instead, the 
munici(M)l corporation wrote a letmr saying 


that the residents would be informed when 
the project work starts in Mahim, and 
suitable rehabilitation in the Bandra-Kurla 
complex would then be arranged. 

Thereafter, the next they heard from the 
BMC was when an eviction notice was 
served on the slum on March 1 this year. The 
notice mentioned nothing about where the 
people are to be rehabilitated. On March 8, 
a morcha from the slum confronted Addi¬ 
tional Municipal Commissioner Rammoor- 
thy. On perusing the Mori Road documents, 
Rammoorthy told the angry slumdwellers 
that he had no objection to their rehabilita¬ 
tion in the Bandra-Kurla complex, provided 
he could locate a plot. But when the demoli¬ 
tion squad arrived on March 10, the local 
ward officer feigned total ignorance of Ram- 
moorthy's promise. He then set about his 
business of demolition and told the residents 
that those who wanted alternative accom¬ 
modation had the option of proceeding to 
Dindoshi, the municipal resettlement colony, 
35 kms north of the city. 

To make matters worse, a couple of 
drunken police officers from the Mahim 
Police station went about abusing and 
roughing up anybody who offered as much 
as an argument in the course of the demoli¬ 
tion. Matters came to a head when sub¬ 
inspector Shetty roughed up a pregnant 
woman. In anger, the people spontaneously 
retaliated with whatever they could lay their 
hands on. A lathi charge was ordered and 
about a dozen youth were arrested. Nearly 
30 women were injured in the melee. 

Currently chaos reigns at Mori Road. A 
majority of the residents have refused to 
move till the BMC honours its promise of 
providing alternative accommodation in the 
Bandra-Kurla complex. What has obviously 
happened is that with the rise in real estate 
prices, and with land becoming more and 
more precious in Bombay, what used to be 
suburbia is being increasingly claimed by 
the city, and housing for the poor simulta¬ 
neously pushed northwards. The BMC 
authorities, who once had planned to reset¬ 
tle the Mori Road slum in the Bandra-Kurla 
complex, have obviously changed their 
minds over the years. Land in the complex 
is now needed for more important and pro- 

Htable use rather than be wasted upon 
rd»biiitating <lum-dwellers, they feel. For the 
poor, the jungles of Goregaon or even fur¬ 
ther north would do. 

Similarly, in Sanjay Gandhi Nagar’s case, 
though the slum was established in 1974, 
alternative accommodation had been denied 
to its residents so far. Sute government 
policy is committed to giving alternative ac¬ 
commodation of a permanent type to those 
who came before 1976r and temporary ac¬ 
commodation to those who came before 
1980. But to prove residence before 1980, 
your name must figure in the 1980 voters’ 
list. Sanjay Gandhi Nagar residents have 
produced l^ky piles of documents like 1975 
pay slips, 1979 demolition notices, cor¬ 


respondence of 1979 with Sharad Pawar, the 
then chief minister, as proof of pte-19g0 oc¬ 
cupation. But for the state government, col¬ 
lective proof is not sufficient. Individual 
documents must be furnished. For a slum 
that has been ravaged by fire in the previous 
year, and demolished, according to housing 
secretary Afzalpurkar. 44 times in the last 
one year, can its residents be still expected 
to hold on to their little chits so grandiously 
referred to as ‘documents’? But then the 
larger question is; Do those who came after 
1980 stop being humanbeings also in need 
shelter and rehabilitation? 

No Land? 

The official chorus on this question is: 
There is no land in Bombay for rehabilita¬ 
tion. We have to be selective. This was the 
response too of the Maharashtra chief 
minister, S B Chavan, when a Sanjay Gandhi 
Nagar delegation met him on April 9. Ac¬ 
cording to the 1981 Kerkar Report on 
slums, however, Bombay’s total vacant land 
measures 10,000 hectaies, while 12,000 hec¬ 
tares is occupied by residential accommoda¬ 
tion. Under the Urban 1 and Coiling Act, in 
1982, 2,592 hectares were declared surplus, 
and the report estimated that to bouse the 
45 lakh slum-dwellers of Bombay, about 
2,000 hectares would be sufficient. Most of 
the land declared surplus is caught up in 
litigation, it is claimed, but to what use 
whatever is available is put was well exposed 
in the Dharavi land scandal last year. A piece 
of land—23,000 sq m—was sanctioned in 
Dharavi to decongest the South of the city. 
Four hectares were allotted for commercial 
purposes, 4.5 hectares for housing, and 9.4 
hectares for rehabilitating slum-dwcllcrs. But 
the then Metropolitan Commissioner is 
alleged to have made a deal with a firm 
belonging to a well known builders group 
allowing them to use the land fully for com¬ 
mercial Nariman-Point-lype multi-storey 
buildings. Perhaps, the nearby Mori Road 
slum residents’ chances for rehabilitation in 
the vicinity died with the Dharavi deal being 
struck. 

But the official approach is beset with a 
much deeper problem. It considers slum¬ 
dwellers a bunch of sub-human species. 
V Subramaniam, housing minister, put it 
straight in a March 25 meeting with a delega¬ 
tion of the Nivara Hakk Suraksha Samiti: 
“What would you call a person who forces 
his way into your house, and occupies it? 
These fellows have encroached on someone 
elsc's property. They have to be evicted! “All 
slum-dwellers arc firstly encroachers and 
therefore criminals. Official opinion holds 
that slum-dwellers, for their livelihood, de¬ 
pend on crime. So they are criminals twice 
over. The sooner you get rid of slums, the 
faster there will be not only a ‘Clean Bom¬ 
bay, Green Bombay’ but also a crime-free 
Bombay. In a meeting with the Additional 
Collector (Encroachments), we were told by 
the earnest officer: “You know what I found 
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when I demolished Sanjay Gandhi Nagar? 
A matka (gambling) den, an illicit booze 
shop, a full-fledged garage, and so on.” “If 
that’s the criteria for demolition, Mr Patil, 
you will have to demolish every building in 
Bombay!’ countered a member of the 
delegation. 

The facts have been placed on their heads. 
The slum-dweller does not live off the city. 
The city lives off him, and thrives on his 
cheap labour. They are the construction 
woriwrs, the domestic servants, the hawkers 
and lowest paid government servants who 
service, maintain and expand the edifice of 
the city. The city draws their sweat and blood 
cheaply but spurns all responsibility for 
them. “We cannot be responsible for every 
gang of construction workers brought into 
the city by contractors”, thundered the ad¬ 
ditional collector. The 768 ‘criininal’ bread¬ 
winners of Sanjay Gandhi Nagar, were 
found, when Nivara Hakk conducted its 
surv^, tp include 356 construction and 
casual workers. 58 domestic servants, 207 
hawkers, 150 personshaving permanent jobs 
or in business, and only five who could be 
said to have an income from illegal activities. 

RlAl OBJElTIVF 

But behind all the official reasoning for 
the demolition drive, the real off-the-record 
objective is deterrence. “The word must 
reach back to the villages that encroachers 
are not being tolerated anymore”, the autho¬ 
rities whisper. Why do people come from the 
villages? Subramaniam, the housing mini¬ 
ster should know. He got his Ph D for 
research on drought. He has even published 
his thesis under the title “Parched Earth”. 
As a recognition for his achievements, he has 
been asked to oversee the relief operations 
in the 19 drought-hit districts of the state. 
He must be knowing that drought causes 
migration to the cities. He also probably 
knows that this migration is a reflection of 
the failure of the government to provide jobs 
and food to the countryside. But he can’t ad¬ 
mit that, for that would mean taking respon¬ 
sibility for their rehabilitation. So the bel¬ 
ter way out IS to keep public debatg strictly 
legal—on who is on whose property, and 
what is the law for ‘encroachers’. 

Demolition is complete destruction. It is 
more than the mere destruction of the tin 
and wood structures of the hutments. It is 
depriving the already deprived of everything 
plus confidence. Phool Chand Yadav of 
Sanjay Gandhi Nagat turned insane after the 
demolition From the same slum Phool 
Khan Ahmed Vakil died of heart attack 
three days after the demolition. Sitting in the 
sun after the demolition, he just toppled 
over. Demolition for the poor means back 
to square one Over the years they had slowly 
lifted themselves from the footpath to some 
form of organised existence Demolition has 
sent them back to the footpath. But without 
the measure of self-respect they hdd acquired 
in the years of building a home. 


In a meeting on April 9, Chief Minister 
S B Chavan was asked what was to become 
of those whose huts were demolished but 
were not provided with alternative accom¬ 
modation. He shrugged his shoulders, 
“perhaps they should return to their 
villages”. The government believes it can 
erase the problem of encroachment by 
demolition. But that is not how it works. No 
demolished family eypr returns to the village. 
There is nothing to return to. From the slum 
the problem is shifted to the pavement. 
Demolition creates another slum elsewhere; 
but in far worse conditions. Subramaniam 
has still not got rid of Sanjay Gandhi Nagar. 
it now exists on the Cuffe Parade pavements 
below his 5th floor flat, in his 18-storey 
building, Sarang Apartments And if he 
decides to remove it from the Cuffe I^rade 
pavements, it will go to another pavement. 
And so on. But what he has succeeded in 
doing is to force back the clock for its in¬ 
habitants, both materially and psychologi¬ 
cally, by ten years. 

Rfseitlemeni: The Real Picturf 

What is the state of those slums being 
resettled, after demolition‘s Those evicted 
from municipal lands are being housed at 
a resettlement colony called Santosh Nagar, 
beyond Dindoshi, about 35 km from the city 
and about 5 kms from the nearest railway 
station—Goregaon. Malwani, even further 
north, is the site for resettling those evicted 
from state government lands. A visit to 
Santosh Nagar confirmed my worst fears. 

The first thing I was greeted with was the 
sight of a large group of slum-dwellers who 
were attempting to kill a snake which had 
escaped into a bush. Otherwise, too, confu¬ 
sion reigned in this site in the wilderness. The 
rocky and uneven hilly terrain had not been 
levelled, and jagged boulders and deep pits 
marked the 15 ft k 10 ft plots laid out with 
chalk by the municipal officers for allot¬ 
ment. Marking operations were on in full 
swing while slum-dwellers fought vigorously 
for allotments with the project officer Saivi. 
Some huts were already in the process of 
construction. Those from E Moses Road 
had been given their plots. Those from the 
Mori Road Zopadpatti were still being allot¬ 
ted plots on the day I was there. They had 
spent more than a week baking in the sun. 
The lack of shelter and food had 
taken its toll. Shezade Begum had died on 
April 1 from heat stroke A six-month old 
baby, Hasina, had also succumbed to the 
heat. 

Salvi, the project officer, was sweating 
profusely. “Yes, yes, the municipal corpora¬ 
tion should have made the arrangements 
Hrst before shifting the people here. But we 
are trying hard. Ibilets and street lighting 
will be set up and a school has been plan¬ 
ned here” S^vi was in a hurry. IWo more 
slums, Dasraj Nalla Zopadpatti from Irla, 
and llilsi Wadi from Central Bombay, were 
to be moved in a day or two. In the. next 


month or two he has to accommodate nearly 
4,(XX) evicted families. 

Residents reported that a 16-year old boy 
from the Mahim slum had died a few days 
ago when he strayed into and was drown^ 
in a nearby pond. His friend. Peer Moham¬ 
med Ali, was still in Sion Hospital. Laxmi 
Reddy complained that she had to take her 
sick child all the way to a Worli Hospital, 
in central Bombay, as she knew of no 
medical aid in the area. “There is no market, 
no school here And in the allotment of plots 
the officers are charging underhand money 
for better roadside plots!’ she told me “Most 
of those who have even been given plots are 
still rotting in the sun for we have no money 
to rebuild, We are all eating once a day on 
borrowed funds, for now we have no jobs 
here.” 

The last of her statements is the crux of 
the problem of ‘alternative accommodation’. 
Most pavement dwellers or recently-settled 
slum-dwellers aic so poor that the site at 
which they stay is determined by its closeness 
to their place of woi k. The kind of jobs they 
do -domestic service, construction hands, 
etc—pay so little that they do not allow a 
budget for commuting. Eviction from their 
huts IS thus also eviction from their jobs and 
source of livelihood. Nivara Hakk’s survey 
of Sanjay Gandhi Nagai, for instance, esta¬ 
blished that 89 per cent of the breadwinners 
walked to work, and only 2.3 per cent of 
them worked at jobs at distances exceeding 
7 kms. But then that is precisely the strategy 
of the government—to starve the slum- 
dwellers back to the villages! 

Lack of resisiance 

The principal factor which has been 
responsible for allowing the government to 
so brazenly go ahead with its demolition 
plans is the lack of resilience. The slums 
have been firmly integrated into the electoral 
politics of the metropolis. As a vote bank, 
slum-dwellers feel they can wield a certain 
clout through the local corporators and 
MLAs. Then their view of the struggle is not 
one against a government which has decid¬ 
ed at the highest level to- oust them. They 
see their fight as being against a corrupt 
ward officer or an unsympathetic minister. 
There is stilt endless faith in certain key 
leaders of both the ruling and opposition 
parties that can “get their work done”. The 
significance of the fact that in the latest 
assembly session from March 17 to 25, in 
a month when demolitions were on full 
swing, not a single question even from an 
opposition MLA was raised against the- 
demolition, is totally ignored. 

Often they feel that organisation and 
struggle may actually antagonise the power- 
that-be. Farida Anwar Shareef, who re¬ 
counted to me the entire story of the Mori 
Road demolitions, completely blamed 
Vasantdada Fatii, former chief minister, for 
their plight, but wu absolutely sure that 
S B Chavan will deliver the goo^. My sug- 
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gestion to her that perhaps they had a good 
case tn court was dismissed on the ground 
that It might antagonise the government 
Sanjay Gandhi Nagar residents were really 
shocked when the local Congress(I) cor¬ 
porator, Kanti Dhulla, refused to come to 
stop the demolition feigmng sickness What 
IS not realised is that even if Dhulla wanted 
to do something, he is helpless For the elec 
tions are over and the political system is not 
in a compromising but in a vengeful mood 
The Teen Dongri slum dwellers abused the 
Congress(l) when I met them but also con 
flded that since they were all Maharashtrians 
they had approached the Sluv Sena, who was 
sure to help them out Bal Thackerey's well 
known policy m favour of demolition does 
not deter them m the least 

But how will they understand class poll 
tics'’ It IS true that the unorganised and 
marginal occupations ot pavement and new 
slum dvkelkrs dots not intultait a sense of 
organisation But at the same time if suffi 
tient attention had been paid by those work 
ing todevelop left democratic people's move 
ments tp educating and organising the 
slums, and that hurdle tould well hast been 
overcome Periodically there are anti 
demolition campaigns conducted by various 
groups and organisations, but what is lack 
ing IS consistent unifying and resistence 
work Demolitions cannot jast be treated as 
anothci issue in a wide spectrum For Bom 
bay city, as the housing question becomes 
a bigger md hiegci ciisis in the lives of the 
people, a ruthless state arihed to the teeth 
has decided to oust them even from the 
meagre shelter they have found If this assult 
goes unresisted, it will take a wider dimen 
Sion in the months to come 

CONTINUINO STRUtiGl E 

That every inch has to be struggled for is 
evident from the experience of Sanjay 
Gandhi Nagar To continue the occupation 
of the pavements that the residents are cur 
rently on was itself a struggles The plan was 
to disperse them after demolishing the huts 
so that there would be no light left Getting 
wind of the plan to drive them off the 
pavements, the day after the demolition, the 
slum dwellers went in a massive morcha to 
the Collector’s office and municipal ward 
office and secured an assurance that their 
pavement dwellings will at least not be 
disturbed while the examinations of the 
school children are on Initially the people 
were quite sure that being a high profile slum 
they would certainly get alternative accom 
modation But as days turned into weeks, 
their hopes slowly evaporated The govern 
ment was not willing to give them alternative 
sites precisely because th^ were a high pro¬ 
file group Giving them relief would be cited 
as a precedent by others 

As anger grew, one evening—on March 23 
—more than 200 women from the slum 
sponuneously decided to have it out with 
the local Congress MLA, Marzban Patra- 


walla, who had not shown up since the 
demolition They marched into his posh 
Cusrow Baug colony and squatted before his 
house. They finally forced him out at 11 pm, 
gheraoed and heckled him, and obtained an 
assurance from him that he would join a 
delegation from the slum to meet the hous¬ 
ing mmister the next day Nothing came of 
the meeting and from March 25 demonstra 
tions on daily basis were begun before the 
housing nunister’s residence 
Frustrated and angry, on April 1, led by 
the Nivara Hakk Suraksha Samiti, Sanjay 
Gandhi Nagar residents broke through the 
elaborate police bandobast and barbed wire 
fencing to reoccupy their former sites The 
reoccupation action was ably supported by 
group of writers, journalists, film directors 
and actors Other slum dwellers from as fai 
as Dahisar in North Bombay and the 
cultural troupe Aavahan also joined the 
Sanjay Gandhi Nagar people On a huge 

THE CPI 


THI main credit of the reccntlv held CPI 
congress is that in this congress the party 
seems to have at last overcome its intatua 
tion with the so called progressive section 
of the national bourgeoisie supposed to 
have been entrenched in the congress, asso 
ciated with lawaharlal Nchiu and his off 
spring The keynote of the 13th congress ot 
the party, held at Patna on March 13 17, as 
articulated by Jagannath Sarkar who in 
troduced the mam political resolution is 
really a landmark in the CPl s history and 
also a precise and positive formulation of 
the present political perspective According 
to the central organ of the CPI, New Age, 
Sarkar urged the delegates to realise that to 
day there is a virtual race between left and 
democratic forces on the one hand and the 
reactionary rightwing forces on the other to 
take the lead in mobilising the masses, disiUu 
sioned and disgruntled with the policies of 
the Congress I 

He underscored that Rajiv Oandhi govern 
ment was rapidly losing its popular support 
He exhorted the delegates to understand that 
last time when uch a situation arose it was 
the Janata Party which took the lead But 
this time the most reactionary vicious 
fissiparous and communal forces are trving 
to run away with the masses 

*We must not allow that to happen he said 
The left had failed that time, but this time 
we must take the lead in mobilising ihe 
masses he declared 

In order to understand fully the 
significance of this position one has to take 
a long, historical look at the evolution of 
CPI politics The present line is indeed a tai 
cry from the tradition of the split CPI in 
d^ from the tradition even going back to 
the pre-split period of inner party tensions 


banner on site was emblazened the message 
“The right to life includes the right to a 
rooF’ 

Finally, everybody was arrested, dumped 
into lorries and carted off for the day to the 
A/ad Maidan Police Station Though the 
reoccupation was broken the message was 
got across The large middle class support 
not only provided an umbrella against police 
brutality, but also brought in sharp focus the 
necessity and importance of support from 
those who do not live in slums 

The result of the April 1 struggle was 
almost immediate The Additional Collec 
tor (Fncroachmcnts) issued a notice to the 
slum dwtllcis to show proof ot occupation 
before 1980 tor giant of alternative accom 
modation As the struggle moves to the next 
phase, the Rahvasi Sanghatna has notified 
the colicctorate thab ouis is a collective case 
We do not recognise cut off dates It is all 
of us or none' 


Since the mid fifties some of the stalwarts 
of the piescnt CPI hid been advocating a 
virtual collaboration with the C ongress led 
goveinment ot the national bourgeoisie As, 
for instance in I9SS duiing the inner party 
discussions prior to the fourth party con 
gress C Rajeswara Rao the present general 
secretary of the C PI as a co signatory of 
a joint paper not onlv characterised the 
foreign pol cy of the < ongress government 
as progressive, he held that its internal policy 
also had both reaetionai \ and piogressive 
features and urged that the ( ommunist 
Party and democratic movement should in 
tervene in them and thus strengthen pro 
gressive features and expose and fight the 
reactionary features 
Another important leader of the party 
Indrajit Oupta had in his personal contiibu 
tion to the pre congress discussions demand 
ed that ‘the party must definitely advance 
the slogan of a united national front ’ (em 
phasis in the original) and had argued for 
a perspective of differentiation in the ranks 
of the bourgeoisie obviously with the im 
plication that it would be possible to unite 
with a section ol them He had actually said 
If It IS wrong and subjective to differentiate 
the big bourgeoisie today into a progressive 
and a reactionaiv scc'ion it is also wiong 
to restrict the potent! ilitics of ihe united 
front within thedogmaiK iindeistanding mat 
the ‘homogeneity of the bourgeois class is 
a stable factor and we cannot see anything 
bevond today s rcaliiv 

Oupta had concluded that the united na 
tional front must historically extend from 
the working class >o sections ot the national 
bourgeoisie 

The late Hhowani Sen w ho later became 
one of the top theoreticians of the split C PI, 


End of an Affair? 

Ajit Roy 
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had demanded in August 195 S "a Covet n- 
ment of National Unity” which he charact¬ 
erised as “a government based on the unity 
of the progressive wing inside the govern¬ 
ment and the bourgeoisie with the Lett 
forces” 

In other words, in the lace of a lar Right 
challenge to the Congress government, the 
present leaders of the CPI had always 
recommended the party’s line up behind the 
so-called progressive wing of the Congress 
and the bourgeoisie It is, howcvei, signifi 
cant that among the top leaders ol the 
present CPI onl> Jagannath SaiWai had op 
posed this orientation in 1955, though subsc 
qucntly, he too subscribed to the collabora 
tionist line 

The draft lesolution placed before the 
party prior to the congicss lecomniendcd 
“mass Struggles and actions’ lot building 
up alliance of workers, peasants and agii 
cultural workci s and around it oihc r demo 
cratic (lasses’ so that ‘the oiganiscd 
strength of these ilassts will enable us to 
replace the bouigcois governinents by left 
and democratic gosernments’ In the final 
version that has emciged from the congress, 
the word “classes” has been substituted with 
the woid “foiccs ’ W hether this suhstilution 
has been deliberately made so as not to leave 
any scope lor i elapsing into the fond dreams 
for unity with the bourgeois c l.iss oi a major 
segment ot it is more than one can say 
Another sphere wheie the C PI has taken 
a major stride is the party’s position on 
India’s militaiv expenditure In most 
previous documents though it never diiectlv 
supported step up ot military expenditures, 
the CPI used to highlight the threat to 
India’s stcuiily on account of Pakistan’s 
militarisation with aid fiom the US and 
China In the piesent document, there is no 
mention of C hincse aid to Pakistan While 
It exposes the Pak US link up, the present 
resolution takes a strong stand against the 
so-called nuclear option and, by implication, 
also against high military expenditures It 
says 

Instead ot getting diagged into a nuclear 
arms lace with Pakistan India should stand 
firmly by its policy of opposing all nuclear 
arms piolitcraiion both hoii/ontally and 
vertically Any attempt by India to produce 
nuclear weapons w ill not act as a deterrent 
to Pakistan or bung additional security to 
India Any atumpt on the part ol India 
to produce nuclear weapons would put heavy 
burdens on our defence budget which already 
exceeds Rs 8 tXK) cioic 
Another welcome change is the < Pi’s at 
titude to China The corresponding docii 
ment for the 12th party congress had stated 
“The struggle against US imperialism is 
iherclotc iiiscpaiablc under present day 
conditions from the stiuggic against neo 
Maoism” T he pre congress draft this time 
had no mention ot China at all The final 
vcision, howesei, has a new paragraph 
added, which sacs “while we welcome 


some of the changes in the attitude of the 
People’s Republic of China, we regret its 
stance regarding Vietnam, Kampuchea, 
Afghanistan and our border as well as some 
other important aspects of its general 
assessment of the world situation” 

Some other important amendments to the 
draft, adopted in the plenaiy session are as 
follows 

(i) 1 he draft had not dealt with the pheno¬ 
menon ol black money except for some 
casual references The amended version 
devotes a small paragraph to the subject, 
even though it fails to bring out the full 
dimensions of the phenomenon, that is, how 
black money is emerging as the superpower 
in the country, with its domination over the 
whole range ot social activities including 
politics and culture 

(ii) Another addition in the final veision 
IS again a small paragraph referring to the 
militant struggles being carried out in dif 
ftrent parts of the count! y by groups with 
Ndxdlite or Maoist leanings Instead of ex 
piessing straighttorwaid solidarity for these 
struggles against exploitation ard suppres 
Sion of the tural poor, Dalits and Adivasis, 
the resolution, howevei, stresses the follow 
ing “V8e should take up the problems of 
these extremely poor people in a militant 
way, so that these problems are resolved and 
also fight the extremist forces politically and 
ideoIogKally” Whatever their ideological 
leanings, most of these groups are not ex 
iremists unless then mihtancv itself is 
cijuated with extremism 

There are a few other issues on which 
amendments adopted by the congress have 
improved the party’s political position 

Although the political resolution was 
adopted unanimously, there was nevertheless 
a well entrenched opposition to the present 
political line who gave tight on the review 
report, placed before the delegates In the 
voting on this, 590 stood for the official line 
and 9^ against it, while 10 abstained In 
other words, the official line of a more mili¬ 
tant, leftist turn in the party’s policy had an 
overwhelming backing from the delegates 

This strengthening of the militant, leftist 
orientation was achieved in spue of a dif¬ 
ferent accent and idiom in both the formal 


message of the Soviet Communist Party as 
well as the speech of the head of the CreU 
delegation The message looked forward to, 
among other things, “successes in uniting 
with all the democratic and national-patriotic 
forces for the sake of the consolidauon of na¬ 
tional independence, unity and territorial in¬ 
tegrity of the country ” The leader of the 
CPSU delegation said m his speech, “The 
Soviet Umon highly values the contnbutions 
which India and its government headed by 
prime minister Rajiv Gandhi are making for 
the consolidation of world peace and inter 
national security” He concluded by wishing 
success “in the struggle for vital interests of 
the working people, tor enhancing your 
party’s influence among the masses, in joint 
efforts of all the democratic, national and 
patriotic forces for consolidation of the 
national indeper dence, unitv and territorial 
integrity of your country ” 

It will be seen from the above that the 
CPSU stressed on the national patriotic 
tasks in unity with Kajiv Gandhi’s govern 
ment, without any specific reference to anv 
left ward turn - the kevnote of the C Pi’s 
olticial position 

While the resolution mentions various 
issues of the Indian polity such as fight 
against regional chauvinism communalism 
and castcism, oppression of the agricultural 
workers, dalits and adivasis, and the tasks 
ot rejuvenating progressive literature and 
culture, etc, it fails to focus on one central 
trend in the analytical part—the increasing 
authoritarianism and subversion of the 
democratic process—although the 21 point 
plan of action positively formulates some of 
the tasks to counteract this trend 

There is an element of confusion, if not 
self contradiction also The resolution on the 
one hand accuses the Congress(I) and the 
non Congress(l) bourgeois paities as well of 
pursuing “the same anti people and un 
democratic policies” from their position of 
power at the Centre and states, yet demands 
a “national consensus” even on issues like 
black money, armed gangs of landlords’ 
hoodlums, atrocities on the dalits, land 
reforms, and so on 

With the tactical goal of achieving "the 
unity of the left” and drawing “all other 
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democratic sections and classess" for 
“replacing the bourgeois rule at the Centre 
by a governflient of Left and democratic uni 
ty", the CPI has rightly focused on achieving 
Its unity with the CPI(M) as the key link in 
the chain. But the snag is that the CPl(M) 

IS not prepared to accord any special role to 
the CPI which it regards just as one ot the 
Left parties 

It IS hoped that the common, broader 
periphery of the histoncal communist move 
ment in India would come to the aid of the 
CPI in Its strivings for the communist uni 
tv in the face of the grave urgency in the 
national political situation But the CPI can 
help this process by an exercise in self 
criticism which it seeks to shun ‘It would 
be better”, the resolution says, “not to harp 
on the past but to concentrate on joint 

AGRICULTURL 

Can Seventh Plan Targets Be Achieved? 

Bharat Dogra 


actions based on common understanding of 
the present situation and move forward” 
Common understanding and joint action 
do not evolve from subjective desires only, 
but need a basis m the common understan 
dinjt of the historically emerging social 
reality as well Esen though compaied with 
the CPI, the CPI<M)’s present position can 
and should be faulted on a number of issues 
and aspects, the CPI(M) may seek to sus 
tain a superior postuie by capitalising on the 
CPI's collaborationist past An honest self 
criticism by the CPI will rob the CPIfMj ol 
this vantage point and force it to undertake 
a little bit of sell criticism about its own 
past This and this only may bring about a 
unity of action ol the CPI and the C P1(M) 
over a whole ranpc ot issues and aiiswci to 
the needs oflihc hour 


AGRICULIURC still lemains the most im 
portant segment of Indian economy and the 
pertormance in agriculture, in many ways 
sets the pace tor developments in the other 
areas There are sesetal ways of increasing 
agrieultural production For instance, land 
retorms can be an important means of in 
creasing agricultural productivity in a way 
that will also eradicate hunger and poverty 
In the government’s perception, however, 
land ictorms aic not accorded an important 
role in the task of increasing agricultural 
productivity The Seventh Plan does not lay 
down any specific, time bound programme 
tor land redistribution or related matters 

In the government s perception the means 
of increasing agriculturing productivity are 
bringing more area under High Yielding 
Varieties (HYVs), extending irrigation 
facilities, using more chemical fertilisers and 
providing higher energy inputs in the form 
of electricitv and diesel Needless to say, 
these methodv are related to each other, and 
in fact are components of a package 

It IS by now well recognised that reliance 
on these methods to increase agricultural 
productivity without implementing basic 
land reform accentuates existing inequities 
and distortions But leaving aside these 
criticisms for the time being, it can be ques 
tioned to what extent the Seventh Plan's 
limited objective of just increasing 
agricultural productivity, no matter in how 
distorted or unequal a manner, can be 
achieved 

Ihble la summarises the increase in four 
important components of the package dur 
mg the five years of the Sixth Plan and to 
what extent further increases are envisaged 
in the fi ve years of the Seventh Plan These 
four components are increase in spread of 
area under HYVs, increase in irrigation, in 
crease in fertiliser use and increase in supply 
of elect ncity to agriculture. 

Ihble lb summarises to what extent. 
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though, as per 'Bible la, we have seen that 
the increase in various inputs is not much 
different in the two Plan peiiods 
(Instead ot comparing the first year of the 
Plan with the last year, which may be an ab¬ 
normal year ideally the aveiage for the en¬ 
tire Plan should be taken But this was possi¬ 
ble to do only while comparing the Sixth 
Plan avciage with the Fifth Plan average In 
the cast ot the Seventh Plan, it was not 
possible to do so as the target only of the 
terminal scat is available not lor all the in- 
Itrvcnmg veais) 

Taw I 2 a 1 m ri ask in Ai rk i ncR vi 
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largely as a icsult ot the increase in these in 
puts, agricultural productivity could increase 
n the Sixth Plan and what arc the targets 
set by ihe Seventh Plan. This is examined (or 
fise important ciop groups toodgrains, oil 
seeds, cotton sugarcane and jutc and mesta 
Table 2a compaies the compaiative in 
crease in various inputs m the Sixth Plan 
(actual) and the Seventh Plan (targeted) li 
IS found that there is a big ditten nee bet 
ween the actual increase in the Sixth Plan 
and the projected increase m ihc Seventh 
Plan Ihere mav be some inctcase in the 
Seventh Plan in one area while theic mav be 
some decline in another aiea 
Table 2b summarises the (actual) increase 
in the productivitv of various ciops in the 
Sixth Plan and targeted increase in the pio 
ductivity in the Seventh Plan It can be seen 
clearly that the targeted increase m produc 
tivity in Seventh Plan is much higher than 
the actual increase in the Sixth Plan, even 
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Oil Market in the Eighties 

Capers or Calculations? 

V K Srinivasan 


I 

THE precipitate fall in the price of 
petroleum crude in the various world 
markets, from a level of around $ 28 per 
barrel in November 1985 to about $ 10-12 per 
barrel by first week of April, has caused con¬ 
sternation all around. 

The most proximate cause of this sharp 
slump has been what the International 
Energy Agency—the Paris-based watchdog 
of the energy market, set up by the major 
oil consuming nations—called “an under¬ 
lying supply surplus of 1.1 mbd (million bar¬ 
rels per day) in the market disguised by shor¬ 
tage of particular products” in the last 
quarter of 1985, and the persistence of the 
surplus supply in the first quarter of the cur¬ 
rent year. lEA's data indicate that the 13 
members of OPEC had produced on an 
average 17.6 mbd in the last quarter of last 
year, with the December average standing at 
17.8 mbd. falling slightly to 17.2 mbd in 
January both well above the production ceil¬ 
ing of 16 mbd agreed among the members 
of OPEC in October 1985. lEA’s estimate 
placed the production of non-OPEC coun¬ 
tries at 28.6 mbd in the last quarter of 1985 
and 28.3 mbd in January 1986. 

Set against a demand estimated at about 
45.2 mbd to 45.5 mbd in 1985, with the pro- 
.spect of improvement in the first quarter of 
1986 restricted to about 45.6 mbd, together 
with an estimated holding of stocks equal 
to 94 days’ consumption, there is no doubt 
that there was a supply surplus. The 
Petroleum Inielligene Weekly had in late 
January estimated that even if the OPEC 
and non-OPEC producers agreed to co¬ 
ordinate their production policies and more 
towards supply restraint, OPEC members 
would need to cut their production to about 
16 mbd. 

The OPEC increase in production hainot 
come about as a result of a caper by some 
whimsical production executive, but through 
a calculated foray into the oil market by 
Saudi Arabia, which had been fretting and 
fuming at its obligations as a 'swing pro¬ 
ducer’ who would determine its production 
level on the basis of market requirements 
while other members of OPEC were ex¬ 
pected to adhere to a pre-agrecd production 
ceiling. 

World demand for oil had come down 
from 52.1 mbd in 1979 to 45.4 mbd in 1982, 
around which level it had been hovering ever 
since. Supply had come down from 55.4 mbd 
in 1979 to 43.7 mbd in 1982 (refinery pro¬ 
cessing gains and net exports from com¬ 
munist countries remaining around 2.1 
mbd). Demand constraints have restricted 
supply options in 1984 and 1985. The reduc¬ 
tion in supply came primarily from OPEC 
with a cutback from 31.4 mbd in 1979 to 19.3 
mbd in 1982 while non-OPEC supply had 


actually increased from 19.9 mbd in 1979 to 
22.1 mbd in 1982. Non-OPEC supply ex¬ 
ceeded OPEC output for the first time in 
1982. This forced OPEC to cut the price of 
Marker crude from $ 34 per barrel to S 29 
per barrel in March 1983 and in order to en¬ 
sure that this price was maintained at this 
level, to adopt a production ceiling of 17.3 
mbd for the second quarter of 1983, and to 
nominate Saudi Arabia as the swing pro¬ 
ducer with the responsibility of maintaining 
demand-supply balance in the market by 
regulating its production from quarter to 
quarter. This responsibility had gradually cut 
Saudi Arabian production from 9.8 mbd in 
1979 to 7 mbd in 1982 and 5 mbd in 1983. 
The persistant downward pressure of de¬ 
mand forced the Saudi Arabian production 
level to an average of 2.2 mbd in June 
1985—the lowest level in two decades. The 
Saudis decided that they had discharged 
their responsibility adequately since other 
producers within and outside OPEC had 
helped themselves rather than contribute to 
the collective objective of production 
restraint and that it was time for them to 
claim their legitimate share of oil revenues 
by stepping up output to 4.5 mbd in the last 
quarter of 1985. Saudi Arabia also wanted 
OPEC to recapture its share of the market 
and had by December 1985 persuaded 
OPEC to consider seriously and agree upon 
a collective fight for a market share of 17.5 
to 18 mbd, either by making non-OPEC pro¬ 
ducers also agree to production restraint or, 
in the absence of co-operation, by adopting 
a price-war strategy. The Saudi Arabian 
calculation has obviously been that in the 
event of a price war, the combined resources 
and the cost advantage of OPEC were 
enough to get the better of the North Sea 
oil producers, UK and Norway, who had 
been steadily increasing output and obtain¬ 
ing higher shares in a stagnant market. 

The price war was threatened in October 
1985 and actually declared in January 1986 
by swing producer Saudi Arabia, even 
though .some members of OPEC like 
Venezuela, Iran and UAE remained wary of 
this course of action. The current crisis is 
thus the result of a calculated policy deci¬ 
sion, forced by the OPEC’s and in particular 
Saudi Arabia’s need to sustain oil revenues 
by ensuring production at levels bearing 
reasonable relation to capacity, and avoiding 
large shut down of capacity in OPEC 
countries. 

lEA’s revised estimates published in early 
April show demand for OPEC crude at 15.8 
mbd for the current quarter and production 
at 17.3 mbd. lEA thus appears to be sug¬ 
gesting that OPEC countries should cut pro¬ 
duction by 1.5 mbd, whereas OPEC is con¬ 
vinced that the production cut should be 
shared by all producers, both inside and out¬ 
side OPEC. As a matter of fact in February 


m6 OPEC embarked on diplomatic moves 
to sound non-OPEC oil exporters, inclucUng 
UK, Norway, Mexico, Egypt and USSR. The 
response was not adequate, though the ef¬ 
forts brought to the negotiating table Eve 
countries, Mexico, Egypt, Malaysia, Oman, 
and Angola who, with a collective output 
of 4.3 mbd, joined OPEC members in 
their 77th meeting at Geneva held between 
March 16 and 24. 

It has been reported that the members of 
OPEC had coilsidered an across-the-board 
production cut ensuring a ceiling rate of 14.3 
mbd for the second quarter of 1986, and 
proposed a cut of 20 per cent for the five 
non-OPEC producers, who also attended the 
meeting. No firm conclusion could emerge 
as the question of allocation of individual 
country quotas could not be satisfactorily 
resolved, particularly in view of Saudi 
Arabia’s reluctance to reduce its cur¬ 
rent output of 4.5 mbd to 3.76 mbd. The 
members had agreed to reconvene on 
April IS “to give delegations time to con¬ 
sult with their governments”. 


Tabie 1: Merchandise Trade OF 
Market Economies 


_1972_ __j983 „ 

Share Rank Share Rank 



(Per 

Cent) 


(Per 

Cent) 


Crude oil 
Petroleum 

7.6 

1 

12.4 

1 

products 

2.4 

7 

4.9 

2 

Iron and steel 

4.6 

2 

28 

4 

Textiles 

4.1 

3 

2.6 

5 

Cars 

3.8 

4 

3.8 

3 


Tabi.e 2: Structure OF World Oil Industry 

(Per Cent) 


Share in Share in 
Crude Product 

Ownership S a les 



1970 

1981 

1970 

1981 

Seven majors 

61 

31 

50 

41 

Other companies 

33 

21 

41 

38 

Governments of 
producing 
countries/state 
petroleum 
enterprises 

6 

48 

9 

21 


1 ABLE 3: Oil Reserves and Produc'tion 


Reserves 

OPEC 

Non-OPEC 

World 

1960 

218 

83 

301 

1970 

412 

199 

611 

1980 

434 

214 

648 

Production 

1960 

3.2 

4.8 

8.0 

1970 

8.6 

8.6 

17,2 

1980 

9.8 

12.9 

22.7 

Ratio of 
reserves to 
production 

1960 

68.1 

17.3 

37.0 

1970 

48.0 

23.1 

33.13 

1980 

44.3 

16.6 

28,6 
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II 

Perhaps a perspective view may hdp a bet¬ 
ter understanding of the current marto fluc¬ 
tuations The continuing domination of the 
merchandise trade ot the market economy 
countries by crude oil and petroleum trade 
is such that these economies have become 
extremely sensitive to fluctuations in the oil 
market It will be seen from Ihble 1 that 
trade in crude oil not only retained its 
primary position in merchandise trade but 
also improved its share in total trade from 
7 6 per cent in 1973 to 12 4 per cent in 1983 
The value of trade in petroleum products in 
creased so substantially that it improved its 
rank from the seventh in 1973 to second in 
1983 and increased its share from 2 4 per 
cent to 4 9 per cent during the decade 

The character of oil market operations 
have also changed considerably in the last 
decade The oil maiket was dominated by 
the large integrated oil companies, the Seven 
Majors, in the tirst half ot this century But 
the rise of the independents in the late fif 
ties and of state petroleum enteiprises in the 
late sixties, has brought about a qualitative 
change in the oil indiistiy and the crude oil 
market 1 he slate petroleum enterprises in 
cteased their share ot crude ownership from 
6 per ccni in 1970 to 48 pei cent in 1981 with 
a coricsponding sharp tall in the share ot 
the companies fiom 94 per cent in 1970 to 
S2 pci cent in 1981 The share of the Seven 
M,ijois Went down liom 61 jiei cent to 31 
per cent duiing the same period 

Similar changes have been wreiught in the 
maiket foi oil pioduels, though not to the 
same eMeni The share of governments of 
ptodueing eountiics and state petroleum 
entei prises went up fioin 9 per cent in 1970 
lo 21 per cent Ihis increase came mainly 
at the expense of the Seven Majois whose 
share in product sales went down fiom 50 
percent in 1970to41 percent in 1980, while 
I he other oil companies lost only 3 per cent 
ot their share, to 38 per cent (see Table 2) 

The cmcigcnce of Ol’LC, initially with 
live members in I960, growing to 13 at pre 
sent also brought in a powerful element 
that alter quictiv and steadily picking its 
way in the sixties, launched into a scries ot 
forceful piiec hike and supply restraint 
measures in the seventies It has become 
usual to view developments in the oil market 
from the differing points ot view of OPFC 
and non OPEC countries Table 3 brings out 
the relative shares of OPEC and non OPEC 
oil producers in pioved reserves and annual 
production, as also the production reserve 
ratios at the commencement of the sixties, 
seventies, and eighties, to provide a perspcc 
tive view 

It was the OPEC-initiated changes on the 
price front that revolutionised the energy 
market and forced severe adjustment pro¬ 
blems on several developed and developing 
economics. Some 28 years ago, in 1958, the 
posted price of Arabian light crude oil was 
only S 2 08 a barrel. It was the decisions of 
the oil companies to unilaterally reduce the 
posted price to $ 1.90 per barrel in February 
19S9 and further to S 1.80 per barrel in 


^gust I960, that provoked the governments 
of the oil producing nations into establishing 
the OPEC to CO ordinate their policies of 
taxation and regulation of output of crude 
It IS instructive to recall that throughout the 
sixties the posted price remained around 
$ 1 80 per barrel, a tax reference price for 
the governments of host nations to collect 
their taxes rather than the actual market 
price which was lower The prices at which 
new contracts were entered into (accounting 
for discounts) were S 1 83 per barrel in 1958. 
S 1 53 in 1960, and $ 1 26 in 1970 
By this time, the economies of the devc 
loped countries had got so used to cheap oil 
that when the turnabout came in early seven 
ties, few countries were ready for the sue 
ccssive price increases, carried out bv the 
OPEC And by a combination ot conscious 
price increase decisions made by OPFC and 
rather confused responses bv the consum 
ing nations and the oil industry, the world 
economy was taken through the fust oil price 
shock of 1973 and the second one of 1979 
While the 1971 Icheran Agreement bet 
ween the oil companies and the goveinments 
of the host countiics increased the posted 
price from $ 1 80, the steady level of the six 
tics, to $ 2 18 per bariel in 1971, tuithcr in 
cieascs followed, $ 2 479 per band in 1972 
(Ciciicvd Agreement), S 2 793, $ 3 029, and 
$ 4 766 tor ditfeient quarters of 1973 
(Cjcncva Supplemental Agreement) flic 
Arab Isiacli War of 1973 caused a major 
supply disruption increasing the price to 
$ 11 651 (December 1973), and pciiodical in 
creases followed $ 12 376 (October 1975), 
$ 12 70 (July 1977), $ 13 335 incieasing lo 
$ 14 452 (December 1978) The supply 
disruption caused by the Iranian Revolution 
in 1978 and the panic buving of thcconsuin 
ing nations lesulted in the second oil price 
shock ol 1979, with price increasing lo $ 18 
plus a $ 2 surcharge, with a maximum of 
$ 23 50 (June 1979), followed by furihci in 
creases to $ 24 (Dtcembei 1979), a range of 
pi ices from $ 28 to S 32 m lune 1980 
and furthei to a range of S 32 to $ 36 m 
December 1980 The price of Market crude 
was set at $ 34 in October 1981, when ihc 
downward swing was about to begin 
The impact of these price increases have 
been discussed widely But the region wise 
data on the impoil of OPLC oil (Fable 4) 
shows ihai while in the period between the 
formation ol OPFC (1960) and the Inst oil 
price shock (1973) the imports ol OPl ( 


crude had increased from 337 4 to 1.377 4 
million tonnes (11,040 million tonnes), the 
next seven years witnessed a decline of 233 
million tonnes, bringing the 1980 level dviwn 
to 1,144 million tonnes 

But even while Ihe quantity ot export' 
came down, the total expoii revenue went 
up from $ 87 billion in 1973 to $ 264 billion, 
because the price increase biought up 
i-cvcnue pel band ftoin $ 8 76 in 19‘’3 to 
$ 31 60 per barrel T he enoimous increase 
in revenue was however unevcnlv spread 
among the OPLC members I he degree of 
dependence ot the prodiiccis on oil revenue 
for developmental and non dcvdopmemal 
revenue expenditure varied, leading ihe 
World Bank to cl. ssifv OPTC members in 
to three gioups the lirst consisting ot those 
whose revenues aic likclv to he lai in excess 
ot ihcir requirements (Saudi Aiahia, Kuwait, 
the UAF 1 ibsa and Qatar), the second con 
sisting ol ilicsse whose pioduciion levels ai 
the prcleiicd levels would venerate sufficient 
icvcnue to meet then needs for economic 
growth (Vene/uda, Iran ind fiaq) and the 
thud gioup consisting ol countiies whose 
prcxluclioit even .U close to eap uilics would 
not gcnci.ite sufliciciii n cnucs lo nicct their 
c ipital icqiiiicniciiis (liidoncsi.i Nmeria, 
Algciia, Bahiain and Oman) 

from Ihc piodiic'ioii point ol view the 
countnev have been ch i Kd bv OPIC 
analy'is into rtsouicc rtsii lined and policy 
itsiiamcd to nidicat icciniic il cap.icitv Ihe 
dtgicc ol dependence on oil revenues, 
political dillcrcnccs such as bcivvcin Iran 
and Iraq, ind geopolitical t,Klors such as 
shared vccuiitv and ddence inicrests have in 
evitablv made OPl C a collective of nations 
rather than a carid in ihc strict sense ol the 
teim, with periodical cliticrenccs ot opinion 
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41 

14 
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35 
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34 
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Nigeria 

20 

159 

40 

16 

Mexico 

9 

140 
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rxiui4 ( Him hnoKisik siOPIc i m iiii 

{Million lonni‘\) 



l')60 

1970 

I9'’3 

jg-k) 

1980 

North America 

61 0 

68 5 

149 1 

279 s 

2136 

Latin America 

55 9 

968 

149 4 

116 9 

115 3 

Western Europe 

|S7 5 

564 5 

683 9 

521 1 

454 5 

Eastern Europe 


24 

21 5 

219 

17 2 

Middle East 

17 0 

20 3 

178 

21 2 

21 9 

Africa 

I 5 

23 8 

12 8 

18 7 

16 2 

Asia and Far East 

34 4 

215 5 

312 2 

310 7 

288 6 

Total World 

337 4 

1011 2 

1377 4 

1341 9 

1144 4 

Total revenue (billion dollars) 


14 

87 

193 

264 

Revenue per barrel 


1 56 

8 76 

19 68 

31 60 
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among members on the strategies to be 
adopted and on the specifics of tactics and 
timing, even where the strategy is acceptable 
to all iht members Such differences had 
cropped up in 1976 regarding the quantum 
of price increase when Saudi Arabia and 
UAF op'cd toi 1 5 pet cent increase and 
others foi I 10 per cent increase and again 
in 1981 when Saudi Aiabia preferred the 
Marki 11 rude ro bi priced it S 12 per barrel, 
while cthc's wai ted the piicc to be $ 16 per 
barrel In 198’ .t aquiicd tour meetings at 
Vienna (Uccemb^r 19S2) Geneva (January 
1981) Rir^d (February 1987) and London 
(M <r<.h l‘*81) befoK Ol’l C could decide to 
cut the piiL of Markc etude b> S 5 and ^et 
It at V ■’9 pci birrcl and the production to 
a celling ol T 1 inbd 
The niccii p of OITt held in March at 
Ccncvi cviuid iu>' pioduce a definite result 
because lu perceptions ol members differed 
widciv WiiL'ticr ms deci ion will come 
about III the tccniucncd meeting in April 
depends on nini fectois Ol these the most 
protnin nl wiM 1 iIk output and pricing 
polls c o) mm ()I*F i pioductrs, including 
Mexico ihi LK Norw iv rgyptandUSSR 
Of these Mexico ind I uypt had already 
moved te>w lids CO ordination of presduction 
polieiss wi h OIM ( and it is expected that 
III! I SSR will hc'p relieve pressure on 
OPI C n spit ol lilt inlUiencc exerted b> 
Its oil cxpoiis on h ird turn nt\ earnings It 
IS the altiinds of tlu Noith Sea oil producers 
th II1 IS pos d s( me problems In bebruarv 
19S6 I K. hi 1 spurned ihc fiPFC suggestion 
th It uui 111 Ne rth S a oil output would help 
St lb lis die oil m II k< I I he UK C hancellor 
ol [he I xeh<i|iiei Nieel 1 awson has come 
oui with (he ottieial viewpoint ol the UK 
govcinnient when he deelared in his budget 
speech in Mulch 18 that there was never any 
eiucstion of L>K cutting b ick on its oil pro 
diietion ir in iitcinpt to seucic a higher oil 
price and ilitic w is no oeerall UK interest 
in ^ccplnc oil piiecs high It was his cisn 
sidtrci isstssmcni thii an oil price fall 
would be bciKlKiil lor the industrialised 
wesrld js i whole and even lor the UK 
\\ h II we e nil on the swings should, over 
nine moie than dIsit what wc'ose on the 
loiineltbouis Nie,el I iwson said The 
Iicasuiv s rexeniic esiiniaies are based on a 
pii e issutiiption of S 17 per barrel through 
19S(i In’’ uid an ouiput assumption of 127 
mdlion tonnes per veir (about 2 7 mbd) 
Ilicic wa hoexexei an indication that the 
Ncnrti St i iiuipul keel would have to be 
reconsidered il the od prices touched S 10 
per biiicl \s it on cue, the ciude futures 
foi North Sei Bic it lell to $ 9 95 per barrel 
ten M IN June and lulv deliveries If the oil 
maikci intlueiiecd bx UK North Sea output 
could 111 ike OPI ( leconsidcr its pricing in 
198) It inigh' St md to reason that OPEC’s 
piles wai could make UK reconsidff its 
Ni*rth Sea output level in due course 
The oil industtv developments partake the 
charactii of a brooding omnipresence in the 
case of the I S There was an enthusiastic 
welcome for the oil price fall from the US 
Adminisiciaiion with I netgy Secretary John 


Hernngton declaring in Frtiruary that the 
price fall was "good news for Amencan con¬ 
sumers and outstanding news for Amencan 
industries” But when the plummetting 
prices reached $ 10 per barrel on the US 
markets in the tirst week of April, the in 
terests of the high cost domestic producers 
and employment in the oil states of Ibias 
ind Oaklahoma came to the fore US Vice- 
President George Bush tirst beseeched the 
Saudis to push prices back to S 18 per barrel, 
and on April 9 US President Ronald Reagan 
himselt then visiting the Gulf countries 
hoped that "this whole thing will stabilise 
very quickly” The West German and 
Japanese governments have also stepped in 
to see that moves for the stabilisation of the 
oil markets succeed 

The enormous foreign debt of oil produc 
mg South Amencan countnes like Venezuela 
($ 35 billion), Mexico ($ 97 billion) and 
Ecuador ($ 8 billion) and African producers 
like Nigeria (S 20 billion) and Egypt ($ 30 
billion) have highlighted the problems that 
these countries will face in debt servicing 
(Table 5) The problems financing institutions 
and private commercial banks will face have 
also caused concern IMF analysts base 
promptly spoken about questions of s lability 
ol operations i( oil prices tall below $ 15 pei 
barrel 

While the price fall has prompted econo 
mists and media from the developed coun 
tries to speak of the benefits of cheaper 
oil slower inflation, lower interest and 
laster economic growth—OPEC analysts 
have been quick to contest that the price fall 
may not benefit the Third World countries 
at all, as the Western economies will neither 
lift their trade barriers nor pass on the 
benefit of cheaper oil Oil companies have 
already decided to cut down on their ex 
ploration budgets, though the relineiy 
operations may be reaping a windfall of a 
sharp fall in the average cost ol ciude to the 
refiners 

While OFCD and 11 A analysts have 


WHITE racism confines most Asians to 
those areas of the city that are safe and 
familiar To move too far from the beaten 
path incurs tisks of insult and injury, to 
move into all white areas invites ostracism, 
petitions, bricks through the window or 
worse There are many stories of families 
being compelled to return to the ghetto, of 
councils having to rehouse people as the least 
disruptive way of dealing with an intractable 
racism which many local authorities shrink 
from confronting It creates for many people 
a strange perspective on the freedoms that 
are supposed to be the proudest feature of 
the western democracies 
One consequence of this cuitailment of 
their liberty is to give a curious poignancy 
to conflicts between young people who were 


begun to provide estimates of likely increase 
in rates of economic growth if oil prices fall 
to S IS and to S 10. US economists have 
come out with estimates of likely reduction 
in trade and budget deficits, and reduction 
in interest rates But if the reports that only 
tiny quantities are traded in at the low spot 
prices that dominate discussion are correct. 
It may be premature as yet to commit to a 
long term view 

One thing, however, is certain-*-w hile oil 
prices have responded to the sluggishness ot 
demand over the past three years, and purely 
in terms of levels the 1986 should mark a 
climb down to a lower step in the ladder, 
OPEC may as well be thinking along the 
lines that Lawson spelt out, with prices stay 
mg closer to $ 20 jwr barrel It will be clearer 
in the next few months as to how much will 
he gained on the irw mgs I he possibilay that 
It will, in due course, more than offset what 
IS lost on the roundabouts could be as true 
foi OPEC as lor UK 

The Saudis who seised notice of a price 
war Iasi October and brought it lo the 
doorsteps of non OPEC producers in 
January and March this scar, base postpon 
cd ihcir budget tor next year by fise months 
II that IS their timclranic tor obtaining 
clantv, the rest of the pioduccis mas as well 
wait And the latest reports (April 15) ue 
that Saudis base mooted a pioduction ccil 
ing ot 16 mbd, which is hilt way between 
the fair market share ol 17 7 mbd decided 
upon III December 1985 rnd 14 7 mbd pio 
posed in Match 1986 A price of $ 18 to 20 
per barrel and an OPLC output ol 16 to 17 
mbd may well be on the cards But the oil 
market has a penchant for springing sui 
prises, by reacting violcntls to events 
elsewhere How the market will leaet to 
Reagan s capers on the Lihy m coast is 
an>body’s guess The Texan oil producers 
could not have asked tor anything better 
than a bombing ot Libya, with an oil em 
bargo as the Arab response and oil prices 
climbing again 


born in Britain and their parents, many of 
whom were immigrants in the fifties and six 
ties The young find themselves fighting with 
those they love for a measure of tmancipa 
tion and autonomy, only to step out into a 
world bitterly circumscribed by hostility and 
resentment—those abstractions that never 
theless corrode like acid 
Jasvinder is 20 Drinking in an austere 
street corner pub, waiting for his friends to 
finish their poll game He considers himself 
lucky he works as a grinder, taking home 
i 110 a week, even if the metal and dust do 
get into his lungs so that he regularly drinks 
seven pints of Lager a night Of Ins friends 
in the pub, one is a motor mechamc, one stu¬ 
dying Law at Ibchmcal College; the other 
three are unemployed Jasvmder’s future 
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seems clear His wife is expecting their first 
baby in a few months’ time, he spends his 
evenings in the pub—the very model ol 
traditional working class roles His two 
sisters will marry and leave the little terraced 
house in the Midbnd city, where he will 
remain with his wife and his patents 
Jassinder has learnt that Ihcic aic no go 
areas in the town he stays away from the 
all-white council esiaies, he won't expose 
himselt to the humiliation of being asked to 
leave the Working Men’s Club 

Sundip IS 21, a tioublcd young man in an 
olive combat jacket, with a thin giowth ol 
beard and a gold ring in his left eat He has 
spent a yeai in London "I was a trainee 
manager in a hotel” His Iricnd, Jag, laughs 
"You were working in the bakeiy” biindip 
protest “I was going to do management, but 
1 had to come home, didn't 1 ’’ His parents 
had arranged thi marriage, and the wedding 
had taken plate two daVs earlier “1 had to 
give up everything’. he says vehemently, “mv 
Itib. my future, my girl, lor someone I didn’t 
even know ’ Sundip had had to part Irom 
the girl he was living with In protest, he 
jumped out ol the cat on the wav to the 
wedding The cai was travelling at about 
lilty miles an hour His patents and bride 
sat in the back 1 hev thought he was drunk 
In anv cast, he w is unhurt Jasvindcr says 
that he didn’t know his wile cither when thev 
were married But he hked her Now, he feels 
he is beginning to love hci “It’s all tight to 
have an ariangcHl marriage, as long as you’re 
not involved with somt one else” His hiends 
agree In any case, you only have to look at 
the ncwspapcis to sec that people who 
presumably married for love don i have a 
particularlv good recoid- thev tight and tor 
ment, even kill cad other 

“II only thev had given me two oi thicc 
years loiigei’, sa\s Sundip He cut his wrists 
on the dav before the wedding, was taken 
to hospital lot stitches He wcais a soiled 
etepe bandage lag is less than svnipathetie 
“You’ll get used to it in a couple of vears’ 
"I ook at my cousin ’ says Sundip, ’He has 
been mat tied two years and still thev haven’t 
had sexual intctcouise He’s a Mummy s 
boy “What about vour wife’s feelings 
asks Sainay “It can’t be much fun for her 
to get all dtessed up for her v edding and 
find vou cutting your wrists” 

When the pub closes, lasvmder insists 
that we go back to his house It is in dark 
ness, everyone is in bed Wc sit on the leathci 
sofa beneath the portrait of Bindranwalc and 
the loops of electric blue tinsel against the 
pale wallpaper Jasvindcr conies in witn a 
bottle of Bacardi, some C okc and a bottle 
of apricot brandy He pours them into 
tumblers Sundip drinks halt a glass of 
Bacardi, then the same of apricot brandy 
He IS reluctant to go home At midnight he 
IS still standing on the windy street-corner, 
trying to persuade his friends to go hoove 
with him for another drink “For my wed 
ding", he pleads, “Please come Please” 


Sita IS the daughter of a Hindu family 
from Punjab She lives with her married 
sister at a corner shop in the heart of the 
inner city area She has just celebrated her 
2lst birthdav all the cards are pinned to the 
chimney breast She wears a lilac sweater and 
jeans, her haii is in a single thick plait She 
is working on a community progiamme 
scheme, painting and decorating She has 
become a karate expcit, having reached 
black bell level “1 was the only Asian girl 
in the class at the beginning Some other 
gills tame, but they diopped out” Sita is 
defiantly individualistic, and doesn’t care 
what people ihink ol liei She savs that she 
has neser particularly thought ol hciscll as 
a girl, and newer wanted to plav with dolls 
as a child “It s rnv life. I’ll do what I like 
with It Othci people don’t bother me 11 thev 
do, thev’ll soon liiid out their mistake 1 can 
defend mvsell 1 hope to have mv own 
dcxTorating business one day Racism' That’s 
their problem I like this countrv, because 
you can be yourself I’ve been to Punjab, to 
the family’s village I could never bve theic” 
Sitas grandmother brings m a plate ol 
vegciabk liiiicis She listens to her grand 
daughtr'r, partly in admiration, partly in 
bewilderment 1 hev ‘mile ai each other, two 
women divided not onlv bv the years, but 
b\ languages in which neither can really 
communicate with the other 

Sita’s life seems easy compared with that 
ot Tasmin and Mecna, ariiculaic bui very 
dilfctent Muslim sisters Yasmin wojks in a 
bank The job boas her, although she is well 
aware that most ol her fi lends in this 
depressed area sec hei as priv ileged Meena, 
passionate and angiy, works in a cieche 
Both have had a long stiiiggle with their 
lamilv to gam a degree of personal freedom 
‘You liavi to light, beg, threaten, then wjicn 
vou achieve it you find it s the freedom to 
be treated as though you don’t exist, the 
liccdom lo stand at bus stops and hear white 
people talking .iboui vou as it sou couldn’t 
understand them ’ Their lather and mother 
have not been liappv together, they would 
have been better apait “Tney haven’t made 
each other happy, so thev can’t vciy well tell 
us to tollow thetr csamplc” Mecna says “1 
was born here, but 1 don’t teci I belong 1 
was in a shop last week I didn’t buy any 
thing, and as 1 went out ot the door I smiled 
at the assistant to let her know that 1 haven’t 
tound what 1 wanted As soon as 1 got out 
side, she came running alter me “I xci sc me, 

I think you’ve taken .something ’ I said “1 
smiled at you to show vou I hadn’t” She said 
“C an 1 look in voui bag'” Nothing there 
“Oh, I’m SOI rv” 7 hen the moment I step 
ped outside again, she started talking to the 
other people in the shop 1 heard hci sav 
“They’re so touchy'’ Meena went back in and 
said “It’s bad enough to be accused of shop 
lifting, but It’s even worse to talk about us 
when wc can hear what you’re saving” “Oh 
1 never meant anything” Meena says she 
wants to go up to people and say to them 


“W hat makes you think we’re not the same 
as you, have the same feelings, the same con¬ 
flicts with our parents, the same hopes and 
teais''” 

Because Yasmtn and Meena are able and 
attractive, they are always being invited by 
w hue people to dissociate themselves from 
their background. Teachers at school would 
hold them up as examples to their less fluent 
and capable friends “And that gave them 
the right to lay into those poor kids who 
couldn’t cope ‘Yasmin can do it, why can’t 
vou'’ 1 used to hate that A lot of people 
will talk racist in liont of vou, and then say 
‘Oh, wc don’t mean you, it’s the otheis’ ” 

‘1 spent a lot ol time when 1 was little, 
wondering why I wasn’t white, and wishing 
1 could wake up one day white as snow* 
Meena is angry at the humiliations of 
Muslim women “I know one woman whose 
husband visited her only when he wanted her 
toi sex or to give him children He lises with 
another woman His wife has seven children, 
and she is on her own wiih them Another 
woman ve know bad an aim and leg broken 
bv her husband, she never even went to 
hospital to have them treated” 

Tasmin interrupts “7 he tioubic is that as 
soon as you say anything critical ot vour 
own culture, the white people love it ‘There 
you are’, they sav, ‘isn I it terrible’ “What 
1 want to ask them is what is so wonderful 
about a culture that judges people by the 
amount ol money they have” 

Some ot the young people tiy to resolve 
the conflicts by ovci lontorming (“My 
brtiihei”, said one girl, “only has white 
friends He thinks ol himself as while, and 
won’t have anything to do with Indians”) 
Another bov said “It makes you hard, that's 
what growing up in Britain has meant to us 
It has taught us that nobodv will defend us, 
and that we’ll have to do it ouiscTses" Many 
are happy to remain in the shelter ot the 
tamilv structures, others have recourse to 
drink Ol lantasies about an India where they 
have never lived A few like Meena —are 
driven into political activity She savs “The 
tragedy is that so much energy has to go into 
surviving, into battles that should never have 
to be fought, but leave you exhausted And 
that’s bclorc vou even start to face the threat 
of unemployment, poverty and disappointec 
hopes ’ 


When corresponding with the 
CTrculdtion Department, subscri¬ 
bers arc requested to mention their 
subscription numbers 
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PERSPECTIVES 


Prices and Cropping Pattern 

M L Dantwala 


THE Economic Survey. 1985-86, has rightly 
expressed its disquiet over the emerging im¬ 
balance in the cropping pattern. Elaborating 
on the subject the Survey states: “A number 
of factors influence the changing cropping 
pattern, including the differential rate of 
technological change among crops, the 
spread of irrigation leading to area shrinkage 
of dry crops, market intervention and 
support by the government in certain crops 
but not in other crops, and, perhaps the 
most significant of all, the changing relative 
prices between different crops" (emphasis 
added). 

Voicing the same concern, it further states: 
“Emerging distortions in the cropping pat¬ 
tern can no longer be ignored" and "a 
rational price structure has to be evolved for 
both inputs as well as output in order to 
bring about a desired change in the cropping 
pattern”. 

The Finance Minister taking cognisance 
of the emergence of imbalance in the crop¬ 
ping pattern stated in his Budget speech: ’To 
ensure that our approach is not ad hoc, vse 
must work towards a longer term [price] 
policy, which takes full account of regional 
differences in yields of different crops”. As 
a concrete step, he announced that the 
Minister of Agriculture has already initiated 
work on a longer term price policy for 
important crops in consultation with agri¬ 
cultural experts and scientists. 

From the passages quoted above, it seems 
that the offtcial view considers change in the 
relative prices of different crops as the most 
relevant and effective remedy for removing 
the imbalance in the cropping pattern. Our 
submission is that while change in relative 
prices of competing crops can effect a shift 
in relative production to some extent in 
specific regions, the effectiveness of this 
poUcy measure for bringing about an overall 
balanced cropping pattern in the country is 
strictly limited. Besides, policy induced 
change in relative prices is likely to result in 
overall increase in agricultural prices and 
may prove to be inflationary. 

Changes in relative prices can be brought 
about in the following ways: (1> increasing 
the price of the preferred commodity A 
whose production is sought to be increased 
relative to commodity B, whose produc¬ 
tion needs no increase or a slower increa.se 
than in the production ot commodity A; 
and (2) lowering the price of commodity B 
without increasing the price of commodity 
A. An intermediate way would be to in¬ 
crease the administrated price of commodity 
A in a larger proportion than that of com¬ 
modity B. 


it is obvious that there is no policy 
measure in the hands of the Government by 
which it can lower the market price of any 
commodity, except when it has a sustainable 
buffer stock. Lowering the administered 
price is also not politically feasible. The 
second alternative mentioned above must 
therefore be ruled out. As such Govern¬ 
ment’s effort to bring about a ‘rational’ price 
structure will end up in increasing prices of 
all commodities, with relatively larger in¬ 
creases in the prices of the preferied A 
commodities. 

More importantly, it is not so much the 
price but the net revenue which the growci 
obtains from cultivation of a crop which 
determines his cropping decisions. The 
quantum of the price increase which the 
preferred commodity will need to equalise 
the grower's net revenue with that of the 
competing crop may be so large that it may 
be unacceptable to the consumers. 

In the absence ot improved technology, in¬ 
crease in relative price of a commodity may 
not necessarily result in incicase in produc¬ 
tion. The Economic Survey 1985-86 itself 
notes: “During the last two years (1983-85), 
prices of pulses rose at an annual average 
rate of 20 per cent. In the absence of a break¬ 
through in seed technology, the pressure on 
prices is unlikely to ease in the face of rising 
demand” (para 5.12). The Index of Whole¬ 
sale Prices of pulses (1970-71 -- 100) increas¬ 
ed by four times to 430 in 1984-85, but the 
annual rate of increase in area and produc¬ 
tion of pulses was just 0.5 and 0.9 per cent 
between the quinquennial ending 1953-54 
and 1984-85 (i c, 31 years). The annual rate 
of increase between the quinquennia ended 
1964-65 and 1984-85 in area and production 
of pulses was -0.2 and 0.1 respectively. As 
against this, the Index of Wholesale Price 
of wheat and rice—the two competing crops 
for gram and tur—increased to 213 and 270 
in 1984-85, yet their production increased at 
the annual rate of 6.7 and 2.2 per cent in the 


corresponding 20 years. The ineffectiveness 
of changes in relative prices to bring 
about corresponding change in production 
becomes evident from the accompanying 
Thhie. 

7b be fair to edible oilseeds, it should be 
stated that in terms of oil-content, their pro¬ 
duction increased by 20.40 per cent between 
the quinquennia 1975-76 to 1979-80 and. 
1981-82 to 1984-85 (Economic Survey). 

Increase in productivity is a better index 
of progress registered by different crops. In 
this respect also, gram, tur and total pulses 
reveal poor performance compared to that 
of the two competing crops, wheat and 
paddy. The compound lates of growth in 
yield (kg/ha) oi the period 1967-68 and 
1983-84 foi these five crops were: gram 
- 0.25, tur 0.36, total pulses 0.24, paddy 
1.54, wheat 2.90 (Rao and Ray, 1985). 

Pricl ano Rlvenui 

It has been mentioned above that what 
determines the decision of the farmer on 
choosing a cropping pattern is his net return 
and not simply the price of the crop. The 
foregoing discussion of relative productivity 
of pulses and that of their competing ciops is 
iclevant for this purpose. Rao and Ray (1985) 
have used ‘vost and return ratio’ to dciive 
the net profitability of competing crops. 
7 hey found that ’’net return per hectare from 
paddy and wheat was higher compared to 
gram and tur in all the states. In states like 
Haryana and Rajasthan the net profit of 
gram worked out to Rs 506 and Rs 507 per 
hectare compared with a profit of Rs L068 
and Rs 763 per hectare respectively in the 
case of wheat”(ibid). If so, the pulse-wheat 
ratio of the Index of Wholesale Prices which 
was 2:1 in 1984-85 will have to be further 
increased substantially if'the area and pro¬ 
duction of wheat are to shift in favour of 
gram. The crux of the problem is therefore 
to increase the profitability of pulses through 
as many non-price measures as are available. 

Maintenance of remunerative prices for 
farm products and provision of price sup¬ 
port to prevent excessive decline in prices are 
accepted and unexceptionable principles of 
price policy. The issue on which we have 


Tabi 1 Prk is anu PRODi'crioN 


Commodity 

Index of Wholesale Prices (1970-71 - 100) 

Annual Rate of 

1971-72 

1984-85 

Production Increase 
(Per Cent) between 
Quinquennia Ended 
1964-65 and 1984-85 

Wheal 

103 

213 

6.7 

Rice 

105 

270 

2.2 

Pulses 

118 

430 

0.1 

Gram 

102 8 

489.2 

-0.8 

Tur 

103.5 

335.4 

2.9 

Groundnut 

83 

295 

1.0 


Source: CMIE (1986); Chandhok (1978); and Government of India (1985 a and 1986). 
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reservation is that of the potency of price 
policy to bring about a bdanced cropping 
pattern. The ..asticity of production 
response with respect to price differs greatly 
between crops. In a well researched study on 
growth and insnbility, S K Ray has observed, 
inter alia “The elasticity of response with 
respect to price generally turned out signifi¬ 
cant for all crops except for pulses, tobacco 
and cereals crop aggregate. Pulses produc¬ 
tion turned out to be completely insensitive 
to pi ice changes” (Ray, 1983, p 472). 

The price and production relationship in 
regard to oilseeds, another commodity 
indicating cropping imbalance, is not ex¬ 
amined in as many details as have been pro¬ 
vided for pulses. We will cite only the fin¬ 
dings of one research study. Purkaystha and 
Subramanian (1986) in a recent study on 
groundnut state: “In spite of the increase in 
the relative price of groundnuts to com¬ 
peting crops, the area under groundnuts and 
area under groundnuts as a proportion of 
net sown area have stagnated” (p 353). 

The Economic Survey, 1985-86, citing 
state-level study by the National Council of 
Applied Economic Research has stated that 
“at least in regard to yields per acre, in 
several states the cropping pattern does not 
match the states’ comparative advantage in 
yields. Crops for which conditions are most 
suitable are under-produced and there is 
over-production of crops which are not 
suitable”. This is amply illustrated by the 
eight charts reproduced on page 11 of the 
Survey. The question to ask is: why does 
such an ’irrational* cropping pattern emerge 
in several states? The farmers’ behaviour is 
guided by the comparative revenue obtained 
from growing different crops, rather than by 
the technical potential of comparative yields, 
('hanges in relative prices can to some extent 
reduce the gap, but the increase in price (of 
the under-produced crop) needed to neutra¬ 
lise the diffeience in net revenue may be ex¬ 
orbitant. Reduction in the production of 
over-produced crops will also lead to rise in 
their prices (unless the unit cost is simul¬ 
taneously reduced) and will need a further 
rise in the price of under-produced crops to 
equalise the revenue Therefore our submis¬ 
sion IS that while price policy should be fully 
utilised to correct the imbalance in the crop¬ 
ping pattern, a more appropriate solution 
to the problem lies in research in the develop¬ 
ment of unit-cost reducing technology and 
an intensive extension programme. 

PRICES vs Irrigation 

The Economic Survey, 1985-86, states: 
“The minimum support prices of the various 
pulses have been raised by 60 to 70 per cent 
between 1979-80 and 1984-85. During the 
same period and procurement prices of 
wheat were raised by only 34 per cent and 
that of paddy (common variety).by 44 per 
cent. However, improvement in the relative 


prices was obviously inadequate as farmers 
did not bring additional area under pulses 
Since uncertainty is a major factor against 
cultivation of puivs, the coverage of pulses 
under the scheme of crop insurance in¬ 
troduced since the 1985-86 kharif should 
help improve conditions for the expansion 
in the area under the crop.. ’’ (emphasis 
added). The Seventh Five-Year Plan also 
emphasises high risk and low profitability 
in the cultivation of pulses and has recom¬ 
mended, inter aha, introduction of pulses in 
irrigated farming system, as a major element 
of strategy for expansion of pulse produc¬ 
tion. Apart from the fact that the farmers’ 
decision (unrestrained by policy intervention) 
to allocate irrigation water between different 
crops will be governed by incremental in¬ 
comes likely to be obtained from such 
allocation, reduction in risk and uncertainty 
in pulse cultivation through bringing it 
under irrigated farming system—or crop 
insurance—is worth attempting. 

Some scholars however prefer to iciy more 
on price incentive than on extension of 
irrigation. For example, IVagi (1986) in a 
rather strident criticism of an earlier article 
by de Janvry and Subbarao (1984) (which 
argues against price subsidy and recom¬ 
mends expansion of irrigation) tries to esta¬ 
blish that “price incentive appioach is 
superioi to iirigation approach” We hope 
he has calculated the increase in the price 
of pulses that would be necessary and the 
subsidy It would need to bring demand and 
supply in balance 

Let us for a moment see what price ‘dis- 
incentivcf did to wheat. IVagi (1986) admits: 
“The administered prices of wheat were not 
raised by the same proportion as the prices 
of other commodities. In fact, the wholesale 
price index of wheat deflated by the index 
of agricultural commodities declined from 
95.5 in 1976-77 to 84 by 1979-80 and fur¬ 
ther to 79.7 and 75.3 by 1981-82 and 1983-84 
respectively. Yet during this period, the 
acreage under wheat increased from 20.9 
to 24.4 million hectares”. Yet he tries to 
save his thesis of superiority of the price 
approach by an elementary observation: 
“However, in this context, it needs to be 
remembered that had the decline in relative 
prices of wheat been much steeper than war¬ 
ranted the productivity gains it would 
have. . adversely affected the expansion of 
wheat output ”. If the price app.oach 
simply means suppoit prices to sustain 
adoption of improved technology, the pro¬ 
position can be readily accepted 

Finally, an important issue to which ii.uch 
thought will have to be given is the likely 
clash between the cropping pattern as may 
emerge from the strategy of making op¬ 
timum use of land in different regions bas¬ 
ed on comparative advantage of growing 
alternative packages of crops and the crop¬ 
ping pattern necessary for a better balance 


between domestic demand and domestic 
supply, under the assumption of a closed 
economy. If such an assumption is relaxed, 
altogether different sums will have to be 
made from those being currently made. 

We have repeatedly argued that the most 
critical issue for Indian agriculture is the 
lising unit cost of production of almost all 
crops We are producing wheat and rice at 
a cost which we are protecting with higher 
and higher support prices which are beyond 
the reach of a large section of domestic con¬ 
sumers. Nor are the current prices acceptable 
in foreign markets. A similar situation has 
emerged in cotton. For how many com¬ 
modities are we going to pile up buffer 
stocks and hopefully wait for crop failures 
to clear them? Our earlier assertion that the 
government will never be able to exercise the 
choice of lowering the prices of surplus com¬ 
modities or let the market do it, makes all 
talk ot evolving a rational price structure 
meaningless. Emphasis on a rational cost- 
reducing technology (inclusive of irrigation) 
strategy would be more meaningful 
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REVIEW 


Treasury Bills in India 

R K Seahadri 

Treasury Bills in India: A Critical Analysis by T K Velayudham; Corporate 
Investment Research and Consultancy Bureau, New Delhi, 1986; 
pp 178, Rs 80 


WALTER BAGEHOr is said to have in¬ 
vented the treasury bill in 1877 for Sir 
Stafford Northcote. the British Chantellor 
of the Exchequer, who needed short term 
funds to cover the government's loan to local 
authorities and for building the Suez Canal 
A later British Chancellor of the Exchequer, 
Philip Snowden, described the treasury bill 
in the twenties ot this century as the best 
form of short term investment in the world 
Both these claims were exaggerated Bagehot 
was not entirely original, as he had the ex 
chequer bills of the British treasury, original 
ly issued lor short term periods pending the 
realisation ot taxes after which they were 
retired and the self liquidating commercial 
bill of exchange as models to be followed, 
and the fine trade bill in London or tom 
mercial paper in New York was and is the 
ideal short-term investment The treasury 
bills could not be liquidated, but had to be 
constantly renewed They become, however, 
the most important component of the 
floating, as distinguished from the funded 
and unfunded debt of the governments 

The management of this floating debt has 
not always been easy There have been pro¬ 
blems and ditflculties in every country, 
depending on the institutional set up, the 
structure of the money markets and the 
fiscal and monetary policies of its govern¬ 
ment and Its Central bank Unfortunately, 
not many books have been written on this 
subject, dealing exclusively with the ex 
perience in managing the treasury bill 
market Velayudham’s book makes go<^ this 
omission, so far as India is concerned 

The book is well planned and well 
documented and is in three clearly defined 
parts The first part is historical and con 
tains an account of the development and 
structure of the treasury bill market in about 
a dozen countries, including the UK and the 
US The second part deals with the treasury 
bill market in India It traces the sequence 
of events since 1917, when treasury bills 
were issued during the First World War 
Velayudham criticises the authorities for 
their lack of interest in fostenng the develop¬ 
ment of a proper free market In the third 
part, Velayudham suggests that there should 
be a foundamental change in the existing 
system, and he makes some specific recom 
mendations for broadening the market, for 
making it real and effective and integrating 
It with the money and gilt edged markets in 
the country 

The belief that something on these lines 
could have been attempted and accomplish¬ 
ed by the Reserve Bank of India is wide 
spread Similar recommendations have been 
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made, for example, in Suraj Gupta’s “Mone 
tary Planning for India” (1979) and the 
Sukhamoy Chakravany Committee’s report 
on the Working of the Indian Monetary 
System (1985) Since the literature on this 
subject IS scanty, there has been no in depth 
discussion, however, of the scope for bring 
ing about fundamental changes It is neces 
sary, therefore, to examine Velayudhm’s sug 
gestions in somewhat greater detail 

EXPERIFNC l IN IHfc UK AND US 

We start with an analysis of the experience 
in the United Kingdom, where the treasury 
bill was boin, and in the United States, 
where they have become since 1929, when 
they were introduced, the dominan* short 
term monetary instrument, through the 
manipulation of which official monetary 
targets m terms of changing the pattern of 
interest lates or the reserves of the member 
banks of the Federal Restive System or 
monetary aggregates, are intended to be 
achieved 

The historical survey in this book so fai 
as it relates to the United Kingdom, does 
not refer to an outstanding event, namely, 
the funding of treasury bills to the extent of 
1 1 billion in 1951 The circumstances in 
which this funding became necessary are in 
structive In the years immediately follow 
ing the end of the Second World War, the 
volume of the floating debt in the form of 
treasury bills in the UK was very large There 
was in fact an overhang Since the bills had 
to be renewed as and when they tell due and 
since the authorities had no means of know 
ing whether they would in fact be renewed, 
as and when this was necessary, the danger 
that the Bank of England would be forced 
to pick up matured bills, which were not 
renewed in the market, was real The mone 
tisation of the short term public debt was 
a distinct possibility in these circumstances 
The solution was to replace the treasury bills 
by longer term funded debt, which could not 
be quite easily off loaded in the market by 
investors or offered to the Bank of England, 
which would be monetising it, m case it had 
to take It up It was a major achievement on 
the part of the authorities in the United 
Kingdom to have reduced the treasury bill 
overhang, by adopting this solution It will 
be useful, in discussing the possibilities of 
building up a treasury bill market in India, 
to rememb« this and to be forewarned about 
the difficulties of managing a huge volume 
of outstanding floating debt 

If the British experience is valuable as 
indicating this danger, the American ex¬ 
perience IS relevant becacuse it proves that 
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a thriving treasury bill market can be 
brought into existence in an environment in 
which short term credit and short term 
monetary instuments are already predomi¬ 
nant, but that the authorities themselves 
cannot create such an environment Here 
again, it is ncessary to refer to the unique 
nature of the American economic system, 
because it has not been mentioned or high 
lighted in the historical account in this book 

The American economy, as is well known, 
IS built and revolves on crklit A greater part 
ot this credit IS for relatively short term 
periods Demand deposits in commercial 
banks, for example arc relatively more im 
portant than in the case of India Commer 
cial paper with maturities upio nine months 
bankers’ acceptances, negotiable ccrtilicates 
of deposit and short term tax exempt notes 
issued by states and local authorities are im 
portant outlets foe shoil term funds The 
market in federal tunds, that is in reserves 
which are maintained by member banks with 
the Federal Reserve System, to the extent that 
they are available for being transferred by 
one bank to anofhet is very active, and 
reserves maintained by up country banks 
with reserve citv banks arc also volatile Con 
sumer or instalment credit and the credit 
card indicate the very high level activity in 
the short term ciedit market It is natural in 
these circumstances for the US treasury to 
borrow relatively larger amounts through 
short term instruments, including treasury 
bills, which tend to be more popular than 
longer term debt The average maturity of 
the US public debt in the US is in fact very 
much shorter than in the case of India The 
fact that by a hisotrical accident, there is no 
restriction on rates and yields on treasury 
bills, certificates and notes, while coupon 
rates on bonds have generally been limited 
to fairly low ceiling, with exemptions from 
this ceiling rate upto specified amounts of 
the outstanding bonds, has reinforced this 
trend 

The preference of the Federal Reserve 
System for operating at the short-end of the 
market was offlcially affirmed during the 
period from 1953 to I960 During these 
years, following the Treasury Federal Reserve 
accord against pegging the government 
securities market, the Federal Open Market 
Operations Committee (FOMC) was diimed 
to follow the “bills only” or “bills 
preferably” or the “bills usually” doctrine, 
confining its dealings as far as possible onlv 
to treasury bills Balance of payments con¬ 
sideration made it necessary for the Federal 
to abandon later on the Washington view in 
favour of “bills only”, as the low level of in¬ 
terest rates m the short-term money market 
made it difficult to attract or retain foreign 
tunds, and the New York view in favour of 
flexibility in the choice of instruments for 
carrying on open market operations has 
since been more generally accepted But 
open market operations are stiH conducted 
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very largely, if not exclusively, at the short- 
end of the market 

Free VfARkEr 

With this brief survey of the experience 
in two countries, one may now consider the 
scheme which has been suggested in the pre 
sent book Velayudham is in favour of a 
“bills preferably” doctrine According to 
him, the floating funds of the commercial 
banking system in India, supplemented by 
those of the financial institutions, together 
estimated at about Rs 1,150 crore in 1981, 
can provide a base for a free market in 
treasury bills In view of the availability of 
these funds, the present dichotomy in the 
market with two types of treasury bills, one 
taken up voluntarily by investors and 
another created ad hoc on tap tor the Cen 
tral government, should be abolished State 
governments should also be encouraged to 
float treasury bills All the governments 
should be prepared to pay somewhat higher 
rates, following the re introduction of the 
auction system Investors should be en 
couraged to hold the bills for ceitain 
minimum periods For this purpose, the dis 
counting of the bills bv the Reserve Bank of 
India should not bi automatic The extent 
to which, and the terms on which the bills 
are discounted should be varied by the 
Resersc Bank of India from time to time in 
Its disciction, within the fiamcwork of its 
overall monetaiy policy A secondary market 
for treasury bills should be created, so that 
they can be traded in this market without 
recourse to the Reserve Bank of India, except 
in the last resort Since the Reserve Bank of 
India has failed to develop this kind of 
market, Velayudham suggests that a new in 
stitution to be known as the National 
Discount Corporation should be establish 
ed to implement the scheme as suggested by 
him 

In the new free market as envisaged, it is 
expected that the treasury bill will be genuine 
monetary instrument, the treasury bill rate 
will be the indicator of liquidity or stnngen 
cy in the market, it will be in alignment with 
other short-term rates and also with the 
coupon rates and yields on dated loans, 
even leading them from time to time, the 
discipline of the interest rate will be brought 
back, so as to curtail wasteful government 
expenditure and there will be broad based 
support, not only within, but also outside 
the banking system, for short term boriow 
ing by the government 

PlItALlS ANO Din ICUITIFS 

It IS highly doubtful whether the existing 
system can be changed completely as pro 
posed or whether, assuming that this will be 
possible, the results are going to be as 
satisfactory as suggested The pitfalls and 
difficulties are going to be many In the first 
place, the mere establishment of a new in- 
ttftuuon is uidikely to change the situation 
The slur on the Reserve Bank of India is 
totally ttnlttsUted. On the other hand, the 


advantages which the Central and state 
governments commercial banks, foreign 
central banks and specialised institutions 
derive, by reason of being in close touch with 
the Reserve Bank of India, which is their 
banker, will be lost 

Secodly, the floating funds of the com 
mercial banks and financial institutions, so 
far as they are in transit or are earmarked 
for specific purposes will not be available 
for the treasury bill market Governments 
floating treasury bills will also have to com 
pete with commecial banks, which will 
always be borrowing overnight funds or call 
money or short term loans tn the inter bank 
market They will also have to compete with 
corporate bodies seeking inter corporate 
loans, share brokers, and jobbers carrying 
Toward their commitments from one settle 
ment day to another, speculators and per 
sons who may be able to use the funds in 
black market transactions The ruturns in 
all these cases will be more attractive than 
any rates which can possibly be offered on 
treasury bills 

Thirdly, assuming that funds can be 
aiverted tor subscriptions to the treasury 
bills, and such rates of interest as govern 
ment mav be able to offer, the government 
mav not be able to increase the volume of 
the floating debt cutting into the amounts 
raised in the form of dated loans The spec 
trum ot yields and maturities in the case of 
the outstanding public debt in India has to 
be very wide spread over a period ot thirty 
years or more This is necessary because pro 
vident, superannuation, giatuity and other 
comparable funds will have to be enabled 
to earn high rates ot interest, which can be 
offered to them only long dated loans 

Fourthly, governments in India with their 
existing commitments on account ot the 
Five Year Plans, cannot be expected to ad 
just thetr budgetaiy outlays to the ebb and 
flow of funds tn a volatile treasury bill 
market The difficulties experienced, in the 
United Kingdom, with an overhang of 
treasury bills, have already been referred to 
They need not to be duplicated in India In¬ 
terestingly even an excess of subscriptions 
to treasury bills can create problems for the 
governments in India, assuming for the sake 
of argument that they will not affect the 
floating of dated loans As the bills have to 
be constantly renewed, and as on each 
occasion on which they are renewed they 
have to be treated as having been initially 
discharged and thereafter re-floated, the 
amounts discharged have to be covered by 
votes from the consolidated funds If there 
are excess subscriptions, the amounts 
initially vdted for cbvering the discharge of 
the bills at the time of renewal may be in 
adequate The discharged amount will then 
have to be covered temporarily pending the 
voting of supplementary by withdrawals 
fVom the contingency funds, which in turn 
may be inadequate This is a technical dif 
ficulty, and too much cannot be made of 


It But It illustrates the yawning gap between 
what one finds in a text book and the ex¬ 
perience of dealing with, and operating in, 
the markets from day-to-day 

In the scheme, which has ben suggested 
in Velayudham's book, it has been assumed 
that the treasury bill rate will somehow be 
in alignment, at the same time, both with 
the yields on other short term instruments 
and also with the yield on dated loans In 
actual practice, this is unlikely At the short- 
end ot the market, there may be sharp fluc¬ 
tuations in rates In the American tradition, 
this may not seriously matter But in India, 
if there are distortions of this kind, if the 
treasury bill rate, tor example, turns out to 
be consistently higher than the rate on the 
nearest short dated loan, most short dated 
loans, on being floated, may fail 

India's pioblems are unlike those of any 
othei country So long as there arc five-year 
plans to be implemented, some measure of 
control and some management of the 
treasury bill market will be un.ivoidable We 
cannot have free markets ind the five year 
plans togethet 

PlONTFRINti LFFORI 

This review has turned out to be more 
ciitical than was peihaps appropriate, eon- 
sidcrmg the fact that Velayudham's book is 
a pioneering effort and good so far as it 
goes It IS not the author's fault if institu¬ 
tions and ideas cannot easily be transplanted 
Irom one country to another Although the 
scope for introducing wholesale changes as 
proposed is not very great, some conclusions 
can still be drawn regarding the management 
ot the treasury bill market in India hereafter 
It the Government of India were to discon¬ 
tinue the existing arrangements for the 
automatic creation of ad hoc treasury bills 
phasing them out altogether, if ways and 
means advances to be repaid strictly within 
a period of three months can be obtained 
from the Reserve Bank by the Central 
government as an alternative to the creation 
of ad hon If the gap between the treasury 
bill rate and the yields on the shortest dated 
loans can be bridged, it the Reserve Bank's 
discounting of, or lending against, treasury 
bills becomes discretionary, having regard to 
the Bank's monetary targets and credit and 
refinancing plans and if, in consequence of 
this, a secondary market for treasury bills 
can be created, some progress in desirable 
directions will have been achieved This is 
as good a package ot reforms as one may 
hope for With these changes, it may turn 
out that the treasury bill market in India will 
not be very important after all But it will 
be real, and it will still be able to trap some 
liquid funds of the state government’s 
commercial banks and other financial 
institutions 

Velayudham’s book is useful as raising 
some relevant and important issues and Iso 
a»indicattng some ot the policies which can 
be more appropriately followed in future 
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Fertiliser Technology 

Fractured Profile of Self-Reliance 


Sailendranath Ghosh 

The Central Institute of Fertiliser Technology, also known as Planning and Development (P and D) Division 
of the Fertiliser Corporation of India was set up in 1961 to serve as a technology base for the country with the 
objective of achieving self-reliance in all aspects of fertiliser science and technology. Its early achievements were 
in developing indigenous catalysts, and the design-engineering of large-scale nitric acid and calcium ammonium 
nitrate plants. It was also instrumental in moulding the nation's fertiliser feedstock policy—it championed the 
use of coke oven gas, heavy fractions of petroleum and even coal and lignite as feedstock for nitrogenous fertilisers. 
However, when in the wake of the Indo-Pakistan war in 1965 P and D was given the task of constructing several 
major fertiliser plants, it came in for unwarranted criticism from sources both within the country as well as the 
USAID World Bank, the Ford Foundation, etc. 

This article draws attention to the undermining of efforts at creating a sound indigenous technology base in 
fertiliser production through a policy of favouring foreign firms and agencies. 


IN the early years after independence, the 
Government of India, on the advice of a 
Soviet expert deputed UNTAB, decided to 
set up an inter-disciplinary multi-functional 
organisation to serve as the technology base 
for the country. Although it had been set up 
as a part of the Sindri Fertilisers and 
Chemicals, it was encouraged to think for 
the whole country. Interestingly, the young 
Indian scientists and engineers of Sindri, 
unable to bear the “insolence and high cost 
of the not-always-wise experts from abroad” 
were intensely feeling the need for such an 
organisation. Later, with the merger of the 
Sindri and the Nangal Fertilisers to form the 
Fertiliser Corporation of India (FCI) in 1961, 
this technological department was installed 
as the Central Institute of Fertiliser 
Ibchnology (CIFT). Since it was also a part 
of FCI. it was concurrently known as P and 
D (Planning and Development Division). 
Thus, it became unique in institutional 
setting. 

Inspired by the ideal of achieving self- 
reliance in all aspects of fertiliser science and 
technology it encompassed (i) research in 
catalyst development and the evolving of 
new chemical processes based thereon; 
(ii) studies the concepts of fertiliser types 
which may come into use i^ the coming 
decades; (iii) research on farms and on 
different types of soils—not only for testing 
the results of application of currently 
available fertiliser products but also for 
developing new crop varieties which would 
respond to resource-saving types of ferti¬ 
lisers; (iv) actual design, engineering and 
erection supervision of fertiliser plants; 
(v) research related to problems of equip¬ 
ment fabrication so as to minimise and even¬ 
tually stop hardware imports and also set up 
facilities for training to provide enlightened 
technical manpower to serve the country’s 
fertiliser industry. It was a house for intense 
collaboration of researchers in physical, 
chemical and biological sciences (including 
soil science) and industrial research in 
various scientific ai^^n|^eering disciplines 
related to fertilisen|p)auction and use. It 


was also intended to do the groundwork for 
fertiliser planning for the country with sug¬ 
gestions for plant locations, feedstocks, end- 
products pattern and suitable processes. It 
was headed and shaped by a person who was 
both a chemist and a chemical engineer. 

Although it was conqeived as a national 
organisation, there was a purpose in having 
it as an integral part of industry, as an in- 
house organisation of the premier corpora¬ 
tion. It was felt that national laboratories 
and institutes set up in isolation and away 
from industries, would not have a sense of 
urgency or feel the challenges acutely, nor 
would they have the scope of quick feedback 
from operating units or facilities for pilot 
plants, leave alone semi-commercial ex¬ 
perimental plants for upgradation to com¬ 
mercial scide. Research in sciences and 
engineering disciplines and planning under 
one roof would make in-depth discussion 
and the largest measure of concerted effort 
possible with the least expenditure of time 
and money. The correctness of this approach 
was borne out by experience. P and D grew 
to be a very productive organisation. As the 
day-to-day problems of industrial operation 
and maintenance came to be referred to it, 
it had to engage in problem-solving, as a 
team of salvagers summoning all resources 
of knowledge and ingenuity. 

Early achievemen'r 

One salvage operation, which gave Indian 
scientists and technologists a boost of con¬ 
fidence and became a turning point in the 
history of indigenous fertiliser tKhnology, 
occurred in 1951, the year of commissioning 
of the Sindri plant. Some 300 tonnes of im¬ 
ported high-temperature shift conversion 
catalysts failed. That it meant a lou of Rs 30 
lakh was not the most important issue Fresh 
production for replacement would have 
taken months and there would also have 
been a long time-lag for transhipment 
overseas, during which period the plant 
would have had to be shut down for at least 
six months. The foreign supplier had put the 
blame on Indian operators who, it said. 


"must have brought the catalysts into 
contact with water”. The accept^ theory 
then was that catalysts must not come into 
contact with water. K R Chakravorty, P and 
D leader, exploded the theory by depoison¬ 
ing the catalyst by washing these with water 
through a series of process steps. The 
rejuvenation of the spoilt charge worked like 
a miracle. These catalysts got a life of eight 
years which is the longest in the world so far. 

In the realm of design-engineering the 
First job for really large-scale plants came 
to these scientists and engineers who were 
even then a part of the Sindri Ibchnological 
Department in 1957—the 1600 ton-per-day 
nitric add plant and the 21(X) ton-per-day 
calcium ammonium nitrate plant at Rour- 
kela. There were reservations about the en¬ 
trusting of these jobs to such young people. 
Ultimately, the Union government cleared 
the proposal with the late Govind Baljabh 
Pant’s memorable statement; “We have 
trusted foreigners with many hundred crores, 
let us trust our men with nine crores”. These 
were the biggest plants of their kind in the 
world at that time. None of the young 
designers, except Chakravorty, the leader, 
had ever even seen such plants except in 
pictures. Despite this with dau collected 
from books and journals and courage in 
both hands, they dared to accept the 
challenge The performance of these plants, 
commissioned in 1962 was always very good. 
Even after flve years of operation, they were 
able to show the guarant^ outputs and ef¬ 
ficiencies. It ne^s to be mentioned that 
P and D’s successes stimulated the govern¬ 
ment’s thinking about setting up a design 
Arm on the same pattern in South India. Ac¬ 
cordingly, FEDO was set up as a part of 
FACT (Fertilisers and Chemicals, Thivan- 
core). This, however, did not lead to a 
healthy competition in creativity. 

P AND D’s Multi-faceted 
Achievements 

Catalysts are crudal to the development 
of new chemical processes. These determine 
the speed of reaction, the parameters of 
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reactor size, ovenll efEciency of conversion 
and hence, energy efficiency as weiUCata* 
lysis is believed by many to hold the key to 
the mysteries of life. There have been many 
firms in the world which design and engineer 
fertiliser plants. But, among them, only 
Haldor Ibpsoe (Denmark), ICI (UK), BASF 
(Germaiqr) and Montecatini (Italy) are best 
known for developing new processes because 
they have succeeded in devdoping catalysts. 
Of these, again, the first two done have the 
full range of catalysts needed for the fer¬ 
tiliser industry. This is why they are ahead 
of all others in developing new processes. 
P and D was the third in the world, among 
the composite otganisatioiu to have the full 
range of catalysts of its own for the fertiliser 
industry and was poised for developing 
catalysts needed for other chemical in¬ 
dustries too, when the axe fell in 1978. (Its 
ammonia synthesis catalysts however have 
not yet been produced on a commercial scale 
because it requires a type of iron ore which 
is not naturally occurring in India). 

Moulding the nation’s fertiliser fe^tock 
policy was another important contribution 
of P and D. It did this in the interest of 
freeing the nation from dependence on ex¬ 
ternal sources for raw materials. In the six¬ 
ties, the country’s craze was for natural gas 
and naphtha as feedstocks. Since this was 
before the discovery of large reserves of 
natural gas in Bombay Highi it was creating 
pressures for import of mote crude. Increase 
of refinery capacity or import of natural gas, 
at one st^e, there was great pressure from 
Iran to get India to buy liquid anunonia. The 
World Bank also exerted pressure for am¬ 
monia import, which meant that only the 
ultimate processing could be done in India. 
P and D opposed this proposal steadfastly. 

It was P and D which championed the use 
of coke oven gas, heavy fractions of petro¬ 
leum, and even coal and lignite as fee^tock 
for nitrogenous fertiliser to keep oil con¬ 
sumption to the minimum. The wisdom of 
this approach was proved by the oil crisis of 
1973. If, in the seventies, Sindri Modernisa¬ 
tion, Nangal Expansion, and the setting up 
of Bhatinda, Panipat Neiveli and Gujarat- 
Narmwia fertiliser plants were based on feul 
oil as the feedstock it was largdy because 
the idea had been popularising since 1S161 
by P and D. lUcher and Ramagundam 
plants came to be based on coal. That the 
last two plants are still finding problems is 
a different issue. The causes for these pro¬ 
blems will be discussed later. The policy of 
using coal as feedstock was certainly correct. 

In pbosphatic fertiliser production, the 
craze was for water solubles, which ment the 
import of not only rock phosphate but also 
sulphur. The international market was con¬ 
trolled by a group of producers and subject 
to periodical gluts and lean periods with 
large price fluctuations. P and D’s agronoiny 
wing showed that in Indian soils in general, 
with the present soil nutrieiit sutus and the 
rate of uptake, there was no significant dif¬ 


ference in response to the applications of 
either water-soluble or dtrate-soluble phos- 
phatics. P and D developed a process for the 
manufacture of nitrophosphate into which 
water solubles to the desired degree could 
be introduced. It had the advantage of 
avoiding sulphur import. 

P and D also developed, among others, 
a process for the manufacture of ammonium 
bicarbonate, a chemical for use in phar¬ 
maceutical and other industries hitherto 
dependent wholly on imports. It developed 
the know-how for concentrated nitric acid, 
ammonium nitrate and sodium nitrate and 
built a nitric acid plant for the defence 
organisation. 

It also pioneered the development of a ser¬ 
vice for systematic non-destructive testing 
of equipment and machines for control of 
plant failures in any industry. In design¬ 
engineering, after gaining confidence in off¬ 
site work in Gorakhpur, TYombay and 
Namrup and doing the basic design of am¬ 
monium sulphate plant at Namrup in the 
early sixties, it went ahead with the detailed 
engineering of all units in a fertiliser plant. 

It took process licences from some esta¬ 
blished international firms, which meant 
that it accepted the basic design from them 
and sought to acquire insights into their 
complexities and interconnections. Ultimate¬ 
ly, it developed its own basic design package 
for ammonia synthesis and urea in 1977-78. 
It is curious that soon after, it received a 
stunning blow from our government. 

Its contribution towards indigenous fabri¬ 
cation of equipment was immeasurable. 
While design-engineering firms normally 
provide merely the ‘basic design’ for equip¬ 
ments, P and D went to the extent of sup¬ 
plying shop floor drawings and undertaking 
thorough inspection, testing and giving ail 
kinds of assistance at every stage. As a result, 
even complicated items like horten sphere, 
regeneration column, decarbonation col¬ 
umn, high temperature shift convertor, low- 
temperature shift converter, prilling tower, 
ammonia regeneration column, vacuum 
separators, methanaton and solution reboiler 
which no firm was earlier confident of 
fabricating—were produced in the country. 
Ibday, the country is almost self-sufficient 
in fertiliser equipment, except in a very few 
spedalised items. The credit for this should 
go primarily to P and D. 

Swings in government’s policies 

Despite P and D’s outstanding successes 
from the initial stage, there was a switch in 
the government policy away from self- 
reliance in 1962. This was the year following 
the institutionalisation of P and D as part 
of the newly constituted PCI. It was at this 
time that a massive programme for copstruc- 
ting large fertiliser plants was sought to be 
handed over to a foreign firm, the Bechtel 
Corporation of the USA. When a country 
develops a wrong philosophy of equating 
chemii^ fertiliser {Auction with food pro¬ 


duction and comes to be in a great hurry, 
this kind of switch becomes inevitable Pro¬ 
tracted negotiations with Bechtel, however, 
proved fruitless because Bechtel demanded 
(i) 49 per cent equity participation (ii) 
guaranteed rights to supply India crude oil, 
sulphur and rock phosphate; (iii) guaranteed 
profit margin on investment; (iv) turnkey 
projects with engineering design work to be 
done overseas; and (v) limited use of equip¬ 
ment produced in India. 

It was only when, in the wake of Indo- 
Pak war of 1965, foreign—particularly, 
US—aid was under a cloud, that P and D 
was given the task of constructing the new 
major fertiliser plants with whatever basic 
design help it needed from overseas. 

Even though P and D was given, in 1965, 
the task of building the new plants, if 
became the target of attack from all sources- 
the US Agency for International Develop¬ 
ment (USAID); the World Bank; the power¬ 
conscious officials in the ministries the 
'organisation experts’ who are loaded with 
ideas imbibed from countries with a dif¬ 
ferent industrial technological and socio¬ 
cultural milieu; and the purveyon of 
‘managerial culture’ within the industry 
whose concern all the time was for im¬ 
mediate production and who wetei therefore; 
always disposed towards awarding turn-key 
contracts to internationally reputed com¬ 
panies. It looked as if conditions were 
created in concert for P and O’s failure. 

The US multinationals had their interest 
in removing P and D from the national fer¬ 
tiliser policy scene for several reasons. It had 
resisted the sell-out to Bechtel; countered the 
proposal to import phosphoric acid and 
sulphur; opposed import of liquid am¬ 
monia; resisted the policy of basing fertiliser 
plants exclusively on naphtha or natural gas 
and created instead a cUmate of opinion in 
favour of using petroleum’s heavy fractions, 
coal, etc, as feedstock; opposed the licence to 
an international ’giant manufacturer’, tvhich 
controlled 80 per cent of Europe’s catalyst 
market and was eager to set up production 
facilities within this country. At about the 
same time there were several high-pressure 
moves by interested parties who were in¬ 
terested in curbing our chances of technical 
growth by offers of aid. The Ford Founda¬ 
tion’s letter to the FCI in July 1965 sought 
to evaluate the quality of fertiliser research 
of P and D and to consider the desirability 
of breaking it up into parts (to separate 
research from planning). The UN Assistance 
Agency’s proposal in 1966 was to set up a 
Design Centre; ostensibly under the auspices 
and control of UN manned, among others, 
by foreign experts. In 1M7* highplaced 
sources close to Minister Asok Mehta (who 
in a 180 degree turn from socialism, came 
to believe in the great virtues of western ad¬ 
vice) mooted the setting up of a parallel Fer¬ 
tiliser Institute as part of the Fertiliser 
Association of India. In 1967 the govern¬ 
ment surrendered, to the USAID's condi- 
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tion that the US aid to Trombay IV project 
was conditional on (i) the award of the job 
on a turn-key basis to an American contrac¬ 
tor and (ii) the giving of scope to an Ameri¬ 
can team to review the operation of the Fei- 
tiliser Corporation as a whole In May 1967 
the World Bank President Woods visited the 
Minister Asok Mehta to express his scep¬ 
ticism of India’s technical competence to set 
up fertiliser plants and of the public sector’s 
managerial competence The US TVA (Ibn- 
nesse Valley Authority) team’s visit to Sin- 
dri in 1967 was for the purpose of recom¬ 
mending P and D’s as well as FCl’s break¬ 
up into many parts (as was disclosed by the 
USAID member accompanying the team). 
Within the country, too, there were various 
kinds of forces whose interests—and in some 
cases, predispositions caused by Harvard 
business school courses—coincided with the 
interesu of foreign pedlars of hardware 
(equipment) and software (i e, process 
design). We would come to discuss the ap¬ 
proaches of these domestic forces later. 

Efforts at self-reliance can succeed only 
when there is a national determination to 
pay its price in terms of time and produc¬ 
tion losses, in the full knowledge that the 
ultimate gain would be many times more. 
The chances of error by a new entrant into 
major design-engineering flelds always in¬ 
crease when a series of plants are taken up 
almost simultaneously, Mthout even the time 
to assimilate lessons from the performances 
of the nrst one or two. The chances of er¬ 
ror are even greater when the design- 
engineering to be performed is on a new level 
of technology—new, even on a global scale. 
If, over and above this, the government 
directs that the equipmoits needing to be im¬ 
ported to be procured against supplier’s 
credit (thus taking away the prime contrac¬ 
tor’s freedom to choose the sunnier), it com¬ 
pounds the chances of trouble if, further, 
the government were to direct two consultan¬ 
cy firms—which, in turn, were dependent on 
different foreign firms for basic design—to 
share work in sphere which needed unity of 
approach, it could create even greater 
problems. 

In retrospect, it would seem that the 
government's insistence (i) on promoting, at 
one step, large-capacity single-stream opera¬ 
tion, which none of the creative engineeTS 
of the country had even possibly seen, and 
(ii) also on its speedy execution in more than 
half a dozen fertiliser plants, was basically 
responsible for the poor performance of 
^ese first aeration plants. None, except 
possibly Kellogg of the USA had, then, the 
exparience of designing such plants. 
Possibly, none of the firms, outside the USA, 
had any experience of fabricating the large- 
capadty equipment and control iiutruments. 
The government’s dedsion, therefore^ was a 
call for use of unproven equipment. 

The only logical controilary of the govern¬ 
ment’s technological decision would have 
been to hand over alt these project to Kellogg 


which, in the sixties, was in no mood to ac¬ 
cept any job except on a turn-key basis, in 
wUch the country’s engineers woidd have no 
role. This would have also meant import of 
equipment. The government desisted from 
doing it possibly because it would have look¬ 
ed brazen in the immediate past—Nehiu 
period. Moreover, in post-1965 situation, the 
country lacked the comfort of the US aid 
to pay for the imports. Caught between the 
craze for the “latest” (process) and the lack 
of free foreign exchange, the government 
drove to a compromise which created the 
basic condition for the sorry state of affairs 
of the first-generation single-stream plants. 

P and D’s fault lay in its agreeing to go 
ahead with other plants on virtually the 
same design before observing the actuid per¬ 
formance of Durgapur and Cochin. Fedo 
had relied on Power Gas Corporation (UK) 
and P and D on Technimont (Italy) for the 
basic designs of the Reformation and am¬ 
monia synthesis process. Both these overseas 
designeers, however, lacked the necessary ex¬ 
pertise for the latest system then. For the 
vendor and other equipment fabricators of 
the credit-giver’s choice too, there were first 
orders of their type. Tb make matters worse, 
Tbchnimont (of Montecatini) came to be 
overambitious in maximising the energy ef¬ 
ficiency of the ammonia synthesis converter. 
This ’’tight” and overcomplicated design 
later led to frequent failures and low stream 
efficiency. 

P and D could still be given the credit for 
having pointed out in 1965 (before Durgapur 
and Cochin design) the risks in the govern¬ 
ment’s decision. The single-stream large- 
capacity plant, then, was a new concept; 
not even one such plant was known to be 
operating by that year. It feared that the new 
system, being highly integrated for energy 
recovery, steam generation and distribution, 
could sdso lead to integrated shut-down and 
any imbalance at any particular point could 
completely upset the system. P and D also 
suggested that if thb system were to be opted 
for the Ministry of Agriculture should be 
told that there might be prolonged teething 
troubles over the years. 

In the wake of Durgapur-Cochin design, 
too, it warned, once again, against the con¬ 
sequence of the craze for the latest process. 
It said that the “so-called latest technology 
was ever-changing” and that “the desirable 
technology was a function of the status of 
the economic and technological develop¬ 
ment of a given country in a given stage in 
the scale of time, together with the locational 
factors relevant to the specifications of the 
project”. It urged consideration of the ex¬ 
isting levds of experience in operations 
maintenance and repair. The P and D leader 
warned against too heavy a weightage to 
“economy of scale” when the reliability of 
the machines remained to be proven. The 
then OSD of the Ministry of Industry, too^ 
concurred with the P and D view; “it would 
be inadvisable to be totally dependent on a 


single-(stream) unit until these machines 
have proved their worth for a few years 
under similar operating conditions”. 

No heed was paid to these points. Cynics 
could conclude that the iron resolve of the 
ministry for ’^nomy of scaled’ was a covert 
move to browbeat P and D in giving the 
ground to Kellog. None would deny the cor- 
rectness’of the Ministry’s perception that the 
centrifugal compressor and large-capacity 
single-stream was coming. But there was no 
virtue in trying to leap into it without giving 
the time for the necessary preparations- 
or in advocating repetitive “leaps” without 
a pause. 

P and D’s premonition came to be prov¬ 
ed right, though itot exactly in the way it had 
feared. The villain was not centrifugid com¬ 
pressor but the equipments that go with it. 
When a country (i) decided to embark on 
a largc-capacity single-stream system at a 
stage where the indigenous engineering firm 
had the least expertise to check on the 
amount of “cushion” being provided in the 
design, and (ii) at the same time agreed to 
accept a foreign firm in the joint roles of 
the process-designer and the credit-giver foi 
equipment supplies, it cduld not but be an 
invitation to disaster. 

Experience has shown that a process 
designer, who has no role in providing the 
supplier’s credit, provides utmost custion 
(safety factor) to prove his guarantees. But 
a process designer who has from the very 
beginning, known that he is the supplier of 
credit for the imported equipments whose 
prices have already been fix^ invariably tries 
to make the most money by “economising” 
on the design. Since it is a normal practice 
to provide some cushion to enable the plant 
units to operate continually at the rated 
capacity in trouble-free condition, a process 
designer in the former category would 
possibly design for 700 tonnes (may be even 
more) per day capacity for a declared capaci¬ 
ty of ^ tonnes per day. As against this, a 
process designer in the joint roles, would 
possibly provide for 599 tonnes/day. At the 
supply stage, too, his interest would be to 
procure equipment of quality which is just 
sufficient to give him legal protection. Thus, 
“bare-bone” design and less-than-the-best 
quality of equipment become, the plant’s 
twin problems. 

In 1965, Montedison ot Italy, flush w^ 
the compensation money it received flotqFm 
nationalisation of its power facilities by the 
Italian government had offered (fl credit 
facilities for equipment import&<&r only 
Durgapur and Cochin and (ily process 
licences for ammonia systhesis and urea. By 
1967, it came up with the offer of suppiier’s 
credit for Barauni, Namrup II, Haldia, 
Hilchar and Ramagundam, toa Montecatini 
(which was its name before the merger with 
Edison) was one of the best-known European 
firms for design engineering of dwniical in¬ 
dustries. During the crucial stage of India't 
internal debate between the minisby and the 
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F and D (on the “oompmsor” issue), it 
came up with the information that the 
Italian company, Nuovo Pignnone of Italy 
had succeeded in raising the pressure in the 
.entnfugal coirpiessoi npto 190 atniosphtre 
(Since this meant that the konveision of gas 
into ammonia could now be higher than in 
the 150-atmosp -^re ce itnfugal “dark ’ tom 
pressor which Kellogg was using, the majoi 
objettion against it—which had been per 
sisting despite its many advantages 
disappeared) This made it appear that col 
laboration with this Italian firm would be 
good from both technology and finance 
points of view 

Besides P and D was possibly encourig 
ed to believe that with Montedison, as pro 
cess licensor, it would have greater freedom 
to participate in design engineering and even 
to acquire insights into the esoterics of the 
"basic design” A US company like Kellogg 
would not, in the sixties, even consider giv 
ing process licence to any firm 

The problem of conjunction of (i) de 
pendence for suppliers credit and (ii) 
dependence for process design on the same 
foreign firm bi came clear in 1972 during the 
trial runs of Durgapur and Cochin by which 
time the design and engineering of Barauin 
Namrup II Haldia, Ihlcher, Ramagundam, 
too had been completed and these plants 
were under various stages of construction 

This IS the tiagedy of a country which 
equates fertiliser production with food pro 
duction and theieby gives it ‘ higher prion 
ty and demands utmost speed in construe 
tion but grudges the release free foreign 
exchange which alone could give the in 
digenous contractor freedom in his choice 
of equipment supply source Ihe plague 
which has visited these plants was the out 
come of these inconsistencies in the national 
policy lor all these however, it is P and I) 
alone which came to be blamed The govern 
ment did not take any blame for it could 
never be wrong 

Yet another crime which the P and 1) 
came to be accused of was its advocacy of 
coal as a feedstock It was i ci i/e the s iiiir 
people have concluded Undoubtedly coal 
as a feedstock is inconvenient it presents 
more problems in gasification At Thlcher 
and Ramagundam the gasification parts 
were done by Koppers, a firm with high in 
tci national reputation in this process In 
Iklcher and Ramagundam plants, Koppers 
design was based on its experience of the 
100 ton/day coal gasifiei in Hirkey and 
Spain, therefore, none expected any trouble 
in scaling it up to 100 tons/day Such scaling 
up is a normal design engineering practice 
The design did not take into account the fact 
that local coals had higher ash content But 
even the higher ash content expectation by 
the NCDC (National Coal Development 
Corporation) proved to be an underestimate 
Neither NCDC nor anybody else would 
foresee the progression of the ash content 
with the increase of coalmine depth As a 


result the higher fly ash deposits on boiler 
tubes led to frequent boilet failures 
Hence the downtime on account of the “pat 
ching up’ < ame to be far more than had 
been anticipated Moreover lalcher and 
Ramagundam intrastructurally undeve 
loped places wc c visited moit olicn bv 
power failuies, which were beyond the plant 
dcsign'^fs or manag>i s control 
Although the pi bln sector plants ot 
which P and U was the prime contractoi 
during 1967 72 have not been doing well the 
plants coinniissioi d by P and f) during 
1977 78 have be<n j trfoiming satisfacton 
ly Among thise irc the SinJri Modernisa 
non Plant Nangal f xpansioi Plant 
Rourkela Naphtha Refoiniaiion plant, 
Neiveh fertiliser plant (I he last one involved 
change-over horn lignite to fuel oil teed5tcx.k) 
1 he critics of P, mJ f) tended to forget these 
onvenientiv But th* fact stands that even 
the Wot Id Bank win h financed tlie Sindii 
Modernisation PI int and the Nangal Lxpan 
non pi int end I ilusi w i-, i lull c ilc 
plant had to ICCoc 111 ilu comjHtcn i 1 11' 
and D and accept it as the prime contrac 
tor with he inlv condition that an inter 
national turn would do the lechecking of 
the detailed engineering In Rourkela and 
Neiveli, then was no even the rechecking 
hti 111 c theu IS 11 W irl 1 B»nk I in in ini 
In all these four projects, P and D was m 
overall charge It was after these satisfactory 
performance lliai the tlien Secretarv to the 
Ministty had to ass in that PDII s role 
woiif I mil he mill III d III tl c Ilium plains 
I his assurance has now gone to the winds 

It needs also to lx stated that even Ihe first 
generation plants in<.liiduig Durgapiii could 
be brought to 80 pci cent capacity utilisa 
tion if only the niinis'ry and the succeeding 
owner companies had tackled the problems 
in the same in inner a Madras fertiliser or 
the SPK had done with similar kinds ot 
problems 1 his Ui k of initiative reflected the 
companies and iht ministry s lack of 
earnestness Oi was this inaction deliberate’ 
Tv use these plants as standing adver 
tisemenis ot P md D s failures could be 
a good policy it the piiipose is to push Ihe 
case for ever newer foieign collaborations 

Si 1 ( IM III Ml S ON Sl Ml Sl ( urn 

I 1 \ N IN 

Ihtrc are some tactois which arc special 
to the public sector plantv end tend to show 
their m inagements pci iormance in poorer 
light 

(a) 1 hese were the first geneiation plants 
ot the new level of technology in this conn 
try with their attendant risks When these 
were taken up it meant a quantum jump in 
many types of equipment and their design 
from the experience of mere 90 ton/day con 
verters Dur^apui had to be taken straight 
to a 600 ton/day consertor (The perils of 
their quick repitition without waiting to take 
lessons has been discussed eailier) 

(b) The public sector plants have mostly 
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been in locations which were victims of 
power shortage They were often first en¬ 
trants as major enterprises in regions which 
lacked repair and transportation facilities, 
opeiational skill etc 

(c) Since the public sector projects rous¬ 
ed high expectations for jobs, they become 
buidened with the costs and ineffiaencies 
of excessive manpowei For example, the 
Gorakhpur plant had to employ 2500 per¬ 
sons Moie than ISOO was not necessary The 
larger ihi number ot unnictsvarv jobs, the 
greater the disruption None of the pnvate 
sector projects had to suffer from this disad¬ 
vantage They did not have the problem of 
accommodating ichabtliialing the “oustcc”, 
most of whom are low down on technical 
skill in jobs requiring skill 

(d) The work ethic iii the public sector 
projects IS worse than m the country as a 
whole Haldia remained shut down for mote 
than three months on account of this ethics 
When the oxygen compressor was running, 
there was the risk of some extraneous mat 
tl I corning in cont ui with nxvgen and burn 
ing up the compressor itself Still the workers 
lett the job to protest against the quality of 

canteen meals’ The compressor did get 
buint up condemning the plant to idleness 
for months This is just one example (That 
the Haldia plant management too is indif 
terent and inefficient is yet another issue) 
(c) Some public sector plants were made 
dependent on a multiplicity ot foreign “sup 
pliers credit Haldia is a notable example. 
It had to depend on 19 such souaes, cieating 
inixinium potential foi mismatch and, 
therefore unworkability 

It IS an index of our fairness that these 
constraints and peculiarities of the public 
sectoi plants are overlooked and the men 
non ot the well perfoiming plants engineered 
by P and D is omitted The facts that during 
the tiiai runs of Durgapur !• and D deve 
loped ns own methanation catalyst and (u) 
an ammonia svnthesis package and urea pro 
cess of Its own (whose woith is now going 
10 be tried in Namrup ill plant) are hardly 
ever mentioned 

SI P\K M INI Rl SI VR< M I ROM Dl SU N 
EN( INH RS 

II the L S intert ts demanded the separa 
non of planning (which included planning of 
end pioducts location of plants, feedstocks 
and process) fiom asearch, some interests in 
India demanded i separation of research 
from design engineering, too The latter’s 
argument w is that research is a time 
consuming pnicess seeking perfection, design- 
engineering IS a time bound endeavour 
Moreover the argument ran, a design 
engmeenng firm need not be an in house 
organisation of a plant owning corporation, 
it should not have an umbrella and must be 
able to compete m the wide world The argu¬ 
ment about research being open ended and 
engineering being lime bound was eatehy 
but talse because iniernally thea wsa enough 
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separateness to let each go its own way to 
meet these obli^ons. Instead of reseaich be¬ 
ing a drag on engineering, the latter was caus¬ 
ing the researchers to muster all resources of 
knowledge and ingenuity. 

The expansions of separation overlooked 
the fimdimental difference between (i) a con¬ 
sultancy organisation of the western pattern, 
which does “project management jolf’ by in¬ 
ducting different design-engineering firms, 
each doing the job for which it is best suited; 
(ii) a fum doing, or aspiring to do, the en¬ 
tire spectrum of design-engineering of a 
chemical plant by itself; and (iii) a firm 
which, b^des doing design-engineering, 
wants to develop its own basic process know¬ 
how suited to the nation’s material resources, 
lb ask the latter categories of Hrms to push 
out research from their fold is to ask them 
to give up their goals. 

It is true that in West Europe and the USA. 
R and D is now not an in-house activity of 
the consulting engineeis. Nor is a consultancy 
firm necessarily W in-house organisation of 
a company owning a group of Operating 
plants. But it is undeniable that, initially, there 
was an umbilical connection between R and 
D, the design organisation and the industry. 
Each pioneer design-engineering organisation 
began as pan of a large industry. Now, when 
R and D organisations abound in those coun¬ 
tries, they can afford to farm out contracts 
for research. In India’s present stage, it will 
be ruinous to imitate what Europe and the 
USA arc doing in their present stage of 
development. Moreover, in a country 
where xenophilism is pervasive and the 
“forrignomania” strong, the operating plant 
manager’s freedom from obligation to sup¬ 
port <an indigenous self-reliance seeking 
organisation means, almost always, the award 
of jobs to foreigners. This happens when a 
nation pays lip-service to self-ielieance but 
does not create the cultural climate for it. 

MANAdfcNffiNT CunTJRF VERSUS CRtATIVE 
CULTURE 

in these days of dominance of “manage¬ 
ment experts” it is neces.sary to point out the 
difference between management culture and 
creativity culture. It is the conflict between 
these two cultures and two outlooks that have 
stifled P and D. The management culture; en¬ 
trenched in the Planning Commission, the 
ministries, the institutional complexes and 
certainly within the industry has bwn far too 
strong. It can linish off any creativity seek¬ 
ing person or organisation. The basic point 
needs a little elucidation. In industrial 
development the crucial decision centres on 
the question: “Risk Mistakes and their costs, 
now or later?”. A creative culture takes the 
risks of mistakes first to save far greater costs 
in the future. Management culture, whose 
horizon is limited, does not bother about a 
future which is more than a decade away. It 
is averse to risk-taking in the production pro¬ 
cess (ocept when the international giants give 
guarantees). Thus, it perpetuates dqiendence 


on external agencies, which means infinitely 
greater costs on a continuing basis. 

Management culture seeks to improve ef¬ 
ficiency in each component by piecemeal ef¬ 
forts Its target of attack is each single field 
in isolation. A creative culture, on the other 
hand, is engaged in creating something new 
in an integrative way. It can even tolerate 
relative inefficiency in some non-core sector 
in its preoccupation with something higher. 
But its overall contribution is much more 
beneficial. Precedence to management culture 
with Its “no-risk attitude in a country’s 
developing states, i e, before the sountiy has 
known the pangs and pleasures of creation, 
is the surest way to dissipate a country’s 
potential. 

PiEA I OR Breaking up FCI 

The senes of efforts by foreign agencies to 
bleak up the 1 Cl—and particuliiriv to 
sepaiate P and D fiom FCT -liom the year 
following Its very inception, began with the 
“Bechtel negotiation” days Although these 
efforts succeeded in weaning certain projects 
away from P and D approach and influenc 
ing the government on questions of certain 
technologies and appoinimcnts of piime 
contidctois contraiy to P and D’s sugges¬ 
tions these did not succeed in splitting FCT 
oi sepalating P and D ftom it 

it was not until some “management ex¬ 
perts” within the country, grouped as an Ac¬ 
tion Committee on Public Enterprises head¬ 
ed by M S Pathak recommended in 1972 the 
break up of FCT that the proposal could 
receive serious considemtion. These "manage¬ 
ment experts” were not known to have 
pioneered any industry or built anything new 
which was substantial. Pathak himself had 
too much of a commercial orientation. 
As chairman and managing director of 
Engineers India, he had reduced it to a pro¬ 
ject management firm doing a middleman’s 
job rather than leading it on to the path of 
expertise-building in petroleum rerincry 
design, which was its original purpose. He 
was “fed up” with FCI’s delays in fertiliser' 
plant construction because he had not known 
the pangs of self-reliant efforts. Having 
depended on disguised turnkey jobs done by 
foreigners, on which EIL of his time did the 
rubber stamping, he did not know where the 
bottlenecks lay. 'The delay caused by efforts 
to maximise indigenous equipments by help¬ 
ing manufacturers in hitherto awe-inspiring 
areas was also unknown to him. “Quick pro¬ 
duction at any cost” was his motto. The 
“management espeits” of the Hindustan 
1 evers and the Union Carbide could easily 
agree with this approach 

The Pathak Committee kept harping on 
the theme that the Fertiliser Corporation of 
India had become ‘too big’ and needed to be 
split. The argument concealed certain hard 
realities of the public sector. When there is 
a large number of plants in the state sector, 
the ‘bigness’ comes to lie primarily in the 
government, which is the ultimate maker of 


investment decisions. When the government 
seeks to give directions to the corporation 
managements even about the choice of in¬ 
dustrial process, the allocation of suppliers’ 
credit from foreign sources to project com¬ 
ponents. the governmental responsibility 
comes to a bursting point. It is this concen¬ 
tration of power in the ministries, the 
ministries* ungled procedures and the 
numerous pathways that such request from 
the corporation has to traverse in the govern¬ 
ment corridors that cause his delay. 

Without curing this “overheated and fail¬ 
ing top” ol the Big Organisation—the super¬ 
management / e. government—the attempt to 
And solution merely in splitting a corpora¬ 
tion was paranoia. The power concentration 
in India’s industrial ministries—and m the 
finance ministry —in respect of public sector 
undertakings was and is, without parallel. It 
IS even more than in the USSR or the coun¬ 
tries of East Europe In the USSR, there is 
no craze for every refinement in foreign 
technology hence, no need to give directives 
in this field. Also there is no great need to 
switch the allocation of foreign suppliers’ 
credit from one project to another for import 
of hardware: hence; hardly any need for direc¬ 
tive in this respect. Since both the mimstries 
and the managements there have the capaci¬ 
ty to go into the depths of technical questions, 
horizontal discussions settle the issues. In any 
case, there is no seeking of endless explana¬ 
tions and clarifications to push the corporate 
managnnenis into humble positions. And, in 
a country like Italy, the bigness at the ministry 
level IS curbed by the separation of the 
government’s policy function (with respect to 
the industry in general) from the ownership 
function. For example if the Ministry for Fer¬ 
tilisers were to lay down the genei^ policy 
for locations and feedstocks, the question of 
suitable process or of loan-finance would be 
decided by the corporate management or the 
ministry of State Holdings. 

The Pathak Committee’s “management ex¬ 
perts” (Rajadhyaksha and others), failing to 
tiace this centre of bigness or source of 
delays, were mechanically applying “free 
enterprise” concepts to undertake controlled 
by the state. Where the bigness at the top re¬ 
mains intact and only the corporations are 
split into pigmy companies, the result is more 
concentration of power in the ministry. The 
chairman of a small company gets far too 
overwhelmed in his dealings with the secretary 
of a ministry which deals with scores of 
companies like his. 

In 1975, the present writer had so done 
some analysis of the facts regarding delays 
in public sector fertiliser construction, on tte 
suggestion of K D Malaviya; then Minister 
of Petroleum and Chemit^s. RKords and 
evidences of project personnri at different 
levels showed that the delays woe mostly due 
to (i) the ministries’ slothful ways of asking 
clarifications in endless streams, (ii) the 
government’s financial control procedures 
(iii) the upsetting effects of switches of 


702 



ECONOMIC AND POLITICAL WEEKLY 


April 19, 1986 


allocations of suppliers* credit (iv) the 
DGTD and CClE’s clearance procedures 
(some examples were documented in the 
Report that was submitted to the minister) 
All these procedure* we^shted against com 
pames that accepted “suppliers’ credit’’ and 
yet refused to accept the package of 
engineering from *breigr sources From the 
project engineer’s standpoint, it could ap¬ 
pear only as punishment for trying to pro¬ 
mote self-reliance in the design and engineer¬ 
ing of plants 

The leport which the present writer sub 
mitted to Malaviya in March 197S served to 
halt the move for the break up for the time 
being, But the Secretary to the Department 
of Fertilisers, P Fernandes was unreconcil 
ed It is Fernandes Gater, Finance Secretary 
and his successor, Knshnaswamy who con 
certedly and relentessly pursued the idea of 
splitting the FCl Interestingly, both these 
gentlemen later resigned from IAS, the 
former to join the UNIDO and the latter to 
join the World Bank M S Fathak, too, left 
his Chairmanship of Engineers India 
1 imited to join the US Multinational, the 
Bechtels 

The commonness of approach between 
USAID, the World Bank and the top of 
ficials in our ministries and policy making 
bodies was all too obvious It was easy to 
see that the foremost consequence of the 
break up would be to separate P and D from 
the plant owning companies and therebv to 
leave the latter’s managements free to give 
turnkey jobs to foreigners The number of 
foreign prone managements was, and is, 
legion in this country The most charitable 
interpretation that could be given to 
this teamup was that these “management 
men’’ (Pathak Rajadhyaksha, Fernandes, 
Knshnaswamy) had swallowed too heavy 
doses of management cliche^ regarding 
(i) competition even when the owner remains 
the same—namely, the state, and (ii) the 
benefits of smallness without seeing the 
bigness in the concentrated ownership of the 
state 

We now need to go back a little in time 
In 1972 Itself, in reply to the Pathak Com 
mittee’s recommendation for the break up, 
H N Sethna, then Chairman of Atomic 
Energy Commission and part time Chair 
man of FCI had forthrightly said (i) that 
FCI’s set-up was suitable for the necessary 
feedback between production, maintenance 
and research and had thus helped cross- 
fertilisauon, (u) that the government’s duec 
tion for giving one (reformation) portion of 
the job of a very interlinked unit (namely, 
of amnioma synthesis) to Fedo had not been 
helpful, that it was Fedo’s portion—not P 
and D’s portion—that was giving more trou 
ble, that there was “always” a price to pay 
for doing things for the first time, whose 
alternative was to depend always on jobs by 
‘foreigners’, that the solution was not to spht 
the Ck>rpoiaUon but to deieggte more powers 
to the local management 


Secondly, Pathak, also a Planrang Com 
mission member had succeeded in raising 
enough of a scare to dislodge P and D from 
the design-engineenng jobs of Bhatmda and 
Pxmpat fertiliser plants and to get these jobs 
for EIL which had no experience m this field 
and could only do the rubber-stamping for 
the Japanese firm, Toyo Engineering Com 
pany ^EC) Ell claimed that it would do 
the detailed engineering although the basic 
design would be done by Ibyo But the level 
of fees to Toyo clearly show^ that both the 
basic design and the detailed engineering 
would be done by Toyo which, however, 
would allow Eli to claim that it had done 
the detailed engineering This was showman 
ship for commercial reasons Oovernment 
knew well that blL’s performance in the 
prime field ot its concern -namely petro 
leum icfining design—was poor it did not 
have the daring to design independently 
even a small one million tonne rtfineiy at 
Bongaigaon alter nearlv a decade ol its par 
ticipatioiT in detailed engineering In any 
case. It had no experience whateset in the 
fertiliser field except working as diaughts 
men With this bickground Til could gam 
no expertise from the collaboration with 
Toyo and would retain nothing Still the 
government allowed Lll to let itsdl be us 
ed as a front for a lt>reign compinv ind to 
push P and D liom the jobs 
The present writer had brought all these 
facts and the possible consequences to the 
notice of the Deputy Chairman of the Plan 
ning Commission D P Dhar, in a detailed, 
documented letter It went unheeded. The 
predictable happened EIL hardly learnt or 
retained anything from these jobs But 
Pathak’s labouF which had the same direc¬ 
tion as the Americans’ since 1962—bore 
fruit m 1978 The axe fell on FCI and, 
mqre disastrously on P and D during 
M N Bahugunas tciinurc as Minister tor 
Petroleum and Fertiliser who did what his 
predecessors in the ministry had hesitated 
to do despite incessant pressures from vested 
interests He also decided to entrust the 
design and engineering of four mammoth 
1350 tonnes of ammonia per day plants to 
an American company, C F Braun To 
justify this he indulged in untruths and ex 
pressed great anger that FPDIL (this was the 
name for the now separated P and D) had 
not been able o mastei the technologv lot 
even 600 tonnes of ammonia per day plant 
This was a covci tor his designs to give the 
job to a transnational company Bahuguna 
was not such an ignoramus as not to know 
that foreign design firms alwavs give such 
specifications as ensure orders for hardware 
on foreign manufactures, and it was in this 
that large amounts were involved 
For future researchers, it is necessary to 
record here the untruths and the oppor 
tunistic anti-national reasoning that 
Bahuguna employed in his Lok Sabha speech 
in defence of the contrast to C F Barun It 
is also necessary to know how the Planning 


Commission ofGcials and the ministry of¬ 
ficials have often misused the argument of 
economy of scale 

Let us take up the second aspect first 
C ountiies, which have been genuinely in 
terested in self reliance and technological 
progress based \hereon, have always sought 
(I) to standardise their production units at 
a ceitain level lor at least 10 years— to give 
the fullest scope for indigenous manufactur¬ 
ing, and (ii) to do research and experiments 
on the frontiers of science and technology 
to overtake others at a much higher level of 
science/technology Tb go on changing the 
capacity every time in the name of economy 
of scale is to shut out the scope for in¬ 
digenous fabrication 

The untruth that the minister permitted 
himself in denigrating FPDIL was the state¬ 
ment “they cannot do even 600 tonne plant > 
on ihcir own they want Haldor Topsoe on 
evci V ground 1 he fact is that FPDlL had 
been earlier using ‘ Technimont 1 oop” in 
the ammonia synthesis piocess In design¬ 
ing a plant on t^s process they did not even 
need re checking unless the owner in his 
overcautiouness demanded it (i e, te- 
chccking by the proces licensor) In 
Namrup III project, however, it wanted to 
try an ammonia synthesis design which was 
somewhat similar in concept to Haldor Ibp- 
soe’s, which it considered somewhat more 
reliable than the Techmmont process, Smee 
this was Its first design on the new process 
know how, the owner (Namrup Fertiliser) 
wanted Haldor Tbpsoe merely to check the 
design and certify its correctness TMi 
checkmg meant only 0 4 per cent of the total 
cost Moreover, even when Bahuguna was 
demanding of FPDIL 1(X) per cent (A to Z) 
know how of its own and denigrating it for 
Its lack of a meagre percentage in the whole 
spectrum of know how, he was giving the job 
to C F Braun which itself was taking (i) the 
furnace design from Foster Wheeler of the 
USA and (ii) the purfication process from 
Benfield Corporation of the USA, and was 
willing to adopt the Haldor Tbpsoe’s am¬ 
monia synthesis loop (in spite of having its 
own) and would have to get all the catalysts 
from others Could hypocrisy go farther? 
After Bahuguna’s exit, with the Janata 
regime’s downfall, the present writer re¬ 
quested Indira Gandhi to take the corrective 
action, to which there was a quick and 
positive response Indira Gandhi annulled 
the decision to award the contract to C F 
Braun But she, too, instead of throwing the 
challenge to India’s designers and exciting 
their potential, gave the job to two firms 
Kellogg and Snam Progetti of Italy (Snam 
Progetn has Haldor Ibpsoe as its subsidiary) 
It needs to be underlined that after Nehru’s 
death all governments, irrespective of party 
labels have sabotaged self reliance 

Thf Stl Bac k 

Separation of P and D (FPDll, tow 
PDIL) has meant (i) divestment of its former 
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role in national planning of end products, 

. locations, feedstocks, process for fertiliser 
plants, (ii) dependence on the owner com¬ 
panies for jobs which, in the context of this 
country’s xenophiiia would not easily come 
to it. (In our country, where economic na¬ 
tionalism and the spirit of self-rcirancc is 
weak and is further deliberately undermin¬ 
ed by the political, bureaucratic and mana¬ 
gerial elite, for reasons of their own, the 
firms with expertise but without the capacity— 
or the scope--to offer inducements could 
only starve.) (iii) Loss of feedback from 
operating plants which would now be based 
purely on commeicial relationship—which 
meant loss of the potential for growth 
(iv) Abandonment of the research which P 
and D had been doing earlier, in the “thrust 
areas”, i e, fields, which would assume great 
importance a decade or two hence. (In the 
interest of survival, the P and D wing of 
FPDIL had to give up all those research pro¬ 
jects and to take up only assignments of im¬ 
mediate value to industries. The effect of this 
knowledge gap would be felt by the nation 
later, (v) The shrinkage of promotional op¬ 
portunities for FPDIL personnel in a shrink¬ 
ing job market, which meant flight of per¬ 
sonnel to other companies, causing gaps m 
expertise in many areas. The peculiarity of 
a research-cum-design engineering films is 
that breaches in its ititerconncctedncs.s 
disables the whole body. 

There were yet more problems, both for 
research and indigenous design-engineering. 
In the undivided FCI in the era when the 
' spirit of self-reliance was not yet so diluted, 
P and D used to support its R and D wing 
.‘out of its own earnings from the design¬ 
engineering fees, which were lower than 
those charged by foreign firms. After P and 
D’s separation during the period when R and 
D had no major design-engineering assign- 
. mem, even a request for Rs 40 lakh as 
research grant from each of the four newly 
constituted companies was given cold recep¬ 
tion. The government directors on the 
boards of the newly constituted companies 
used the plea of difficult “ways and means” 
position and the government’s inability to 
interfere with the freedom of owner com¬ 
panies. Both these arguments were ridi¬ 
culous. The government, which could give 
verbal directive to a public, sector company 
to change its contractor (from Kellogg to 
: Snarn), said it had no power to give direc¬ 
tion to any firm! A government, which gave 
■ subsidy of about Rs 3000 for every tonne of 
fertiliser produced in the country and thus 
spents a total of about RslOOO crore per year 
on the entire fertiliser production and which 
additionally absorbed every year a total loss 
of Rs 150-3(X) crore incurred by the four 
owner-companies in the state sector, plead¬ 
ed difficult financial position as the reason 
for not meeting a research outlay of Rs 3-4 
.v.crore. Could this be anything but the expres- 
;hrion of an intent to see research die out? 
i.',. Mercifully, after a tong gap, the govern¬ 


ment agreed to give a research grant of 
Rs 1.75 crore (which has now been raised to 
Rs 2.75 crore). But that was after demoralis¬ 
ing the researchers and making them fee! 
that what matters most is immediate com¬ 
mercial value. In a situation where many 
private companies are being given licence to 
set up new fertiliser plants, the private com¬ 
panies have their material interest to give the 
design-engineering jobs to foreign com¬ 
panies. The reason is simple. Out of total 
cost of a new fertiliser plants, 80 per cent 
of the finance is provided by public institu¬ 
tions; 10 per cent comes from the purchase 
of shares by the public underwritten by the 
public institutions and only 10 per cent is 
paid by the promoters themselves. This 


means, if the cost of the plant is Rs 700 
crore, the promoters’ own shares of the 
money is only Rs 70 crore. The interest of 
many of them would be to recover as much 
of their money as possible during the execu¬ 
tion stage itself. The larger the spectrum of 
foreign company backed operation, the 
easier it is for the promoter to attain this ob¬ 
jective. A state-owned indigenous company 
has no scope for manipulation of invoices, 
paybacks, etc, which is open to a foreign 
company if it so desires. This means the na¬ 
tional design-engineering company would 
have to fade out. 

These portents are on their way to 
materialising. Six plants are being given 
licence—at Sawa! Madhopur for the Birlas; 
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at Ouna in Madhya Pradesh for the National 
ArtilUers (NFL); at Jagdispur near Rai 
Bereilley in UP for Indo-Gulf (with Arab in¬ 
vestment); at Aonla in U P of IFFCO; at 
Babrala in U P for Ihta, at Shajhanpur in 
U P for Caparo (Swrai Paul) All these pat¬ 
ties have ‘^opted” for design-engineering by 
Snam Progetti of Italy. This chorous of con¬ 
fidence in one firm is unique in the world’s 
industrial history. The fact that some pro¬ 
moters have gone out of their way to cer¬ 
tify in advance that Snams’ expertise is “the 
best in the world” appears suspicious. When 
the Birlas got their fertiliser plant at Goa 
(Zuari Chemicals) designed and engineered 
by Ibyo, they did not feel the need to pro¬ 
claim from the housetop that the Toyo ex¬ 
pertise was the best. Moreover, if Snam (with 
its subsidiary, Haldor Ibpsoe of the am¬ 
monia synthesis loop fame), is so far ahead 
of all other companies in the world, one 
wonders why the people of other countries 
are so slow-witted. From a table published 
by the European Chemical News of February 
20, 1984 it is seen that during the contract 
penod 1980-84, Haldor Ibpsoe^s share in the 
world’s ammonia plants (reformation route) 
was 33 per cent as against Kellog’s 47 per 
cent in urea plants, Snam's share was only 
20 per cent as against Stamicarbon’s SO per 
cent Was it then, left to Indian genius to 
discover the Italian firm Snam Progetti’s 
double digit revolution in fertiliser and gas- 
pipeline technologies'’ 

It IS worthy of note that the private sec¬ 
tor companies are now. for the first time, 
moving to the out-of-thc way plates to set 
up their plants Fertiliser plants have been 
made so attractive that other disadvantages 
and lack ol inirastructural facilities now do 
not mattet This has been made possible by 
the system of public tinancing Interest on 
the institutional finance (about 80 per cent 
of the capital) is treated as expense; and 28 
per cent gross profit (i e, 12 per cent net post¬ 
tax profit) on the equity capital—i e, 20 per 
cent the total fixed cost compnsing the pro¬ 
moter’s 10 per cent and the other 10 per cent 
held by the public—is guaranteed by the 
retention price formula at 80 per cent capaa- 
ty utilisation. It means, those who are able 
to attain higher than 80 per cent capacity 
utilisation are able to earn much higher pto- 
nts. (And if there is overdesign, the profit 
shoots up further.) 

Normally, of course, Snam could be per¬ 
suaded to accept PDIL as a co-contractor, 
euphemism for subcontractor. But such 
association in a subordinate position would 
deprive PDIL of the very substance of design 
and engineering. It would have first to suf¬ 
fer the humiliation of having the biodata of 
its intended project-site personnel checked 
by the prime contractor It is the prime con¬ 
tractor who, besides, doing the basic design, 
will provide the project management and 
supervision services. This means, Snam will 
draw up tt)a tandei spedflcatlons for hard- 
want The owner will depend oh Snam to' 


decide who the equipments supplier would 
be. Hence the plea that “Indian firm would 
be associated” is just an eye-wash, so far av 
the key issues are concerned. 

The foreign prime contractor would 
always have a vested mteiest in depressing 
the fee of the Indian subcontracting person¬ 
nel to appear cheaper on the overall design 
and engineering costs to the owner The un 
precedented unanimity of all the su owner 
companies (of the newest plants) in accep 
ting Snam Progetti as the prime contrator - 
and the government’s acquiescence in the 
dqcision-making nonsense of the TOT 
(transfer of technology) agreement which 
had been concluded with both Snam and 
Kellogg in 1980 Interestingly, the pi ime con 
tractor’s jobs for the twin plants at each of 
Thal-Vaishet and Hazirahad been given to 
the above two firms on the plea (i) that after 
this transfer of technology, there would bt 
no talk of acceppng a foreign firm as the 
designer or pnme contractor and (ii) that the 
transfer or thereafter would get only the 
royalty on his process—plus the tee tor 
checking the design done by FOIL or I edo 
—should this at all be nccessaiy In fact, 
rOT was invented as a cover by Bahuguna 
to give the jobs to C f Braun The successor 
government of Indira Gandhi, too, found 
this cover very convenient for handling ovei 
the jobs to Snam and Kellogg m 1980 

Under the rCJT agreement, PDII is alreadv 
in possession of Snam’s process know how 
tor immonia synthesis and urea and is con 
fident of doing the job itself Now, to ap 
point Snam as prime contractor would mean 
that It would receive payments again tor the 
same basic design (instead of mere royalties) 
plus fees for supers i< ion of detailed engii,< 
ering, procuremei t and criection, wnkh > 
far larger The ovsners of the six pi >po. d 
plants seek to justify their chotc^. ot Snam 
on the ground that they need gu.>ra.itces 
from the pnme contractor This “guai aniec” 
IS a very misleading term because the max 
imum penalty for failure is only 10 pei cent 
of the stipulated engineenng fee (In fact, 
the range ot penalty is between five and 10 
pel cent, depending on the terms ot contract) 
The penalty is ever related to the value of 
the production lost as a result of failure 

Will this chorus of acceptance of Snam 
lead to any kind of standardisation of India’s 
indigenous equipment? The chances are 
dim. If a pnme contractor is keen on keep¬ 
ing indigenous equipment to the minimum. 
It can ^ways manipulate the time for p,ace- 
ment of the order and make the manufac¬ 
turer’s consequent inability to conform to 
delivery schedule the plea for placing orders 
abroad. 

For equipment like boilers, turbines, com¬ 
pressors, pumps, the plea will always be for 
imports. The excuse that indigenous manu- 
Bictuiers of these have “not been tned for 
two yean”, will always be handy. With the 
' abobtion of customs duty on fertiUser plant 
equipment in the latest budget, the way has 


been cleared tor unhindered imports of these 
equipments. 

The larger the import need/ the more the 
dependence on external financing, the more 
varied the sources of credit, the more dispa¬ 
rate the equipments, the less the chances of 
getting price reductions. (Price reductions 
generally follow repeated orden for the same 
equipment fiom a country) The more the 
trend away from standardisation of equip¬ 
ment, the higher the need for inventories, tlie 
more varied the demand for maintenance; 
the more difficult to build up the necessary 
skills In a word, greater costs to the national 
economy from every direction The ar¬ 
rangements that are being finalised for the 
design-engineering and erection of the six 
new plants clearly show that under the garb 
of the import of the latest technology, im* 
ports axe being made of management $e^ 
vices These had been done dunng the time 
of Thal-Vashet and Ha/ira construction. 
These are going to be repeated in the com¬ 
ing plants Indian project management is be- 
inv found deficient in everything At this 
rate, India would have soon to invite 
foreigners to “manage’’ all its institutions in¬ 
cluding the ministries Self-reliance would 
then be complete 


GIC 

(iiNlRAl INSURANCF CORPORA¬ 
TION OF INDIA (GIC) recently presented 
cheques of Rs 4 27 crore to the government 
ot Maharashtra to compensate the losses in¬ 
curred by 2,47,000 farmers during the 1985 
kharit season m the state, under the Com- 
piihensive Crop Insurance Scheme The che¬ 
ques accounted foi only the first batch of 
declarations, aocoiding to GIC Chairman 
Ashok Guenka As many as 5,10,000 farmers 
ot state, cultivating jowar (51 per cent), 
gioundnut (24 per cent), paddy (14 per centj 
and bajia (If pet cent) in an area admeasur¬ 
ing 8 97 lakh hectares, were covered under 
the crop scheme during 1985 kharif season. 
I he sum insured came to Rs 75 1 crore and 
the piemium aggregated to about 135 crore 
The claims ot other farmers would be settled 
shortly Under the crop insurance scheme, 
12 States participated during the 1985 kharif 
season and protection was provided to 
23,25,000 farmers covering an area of 41 8 
lakh hectares in the country The sum in¬ 
sured by farmers came to Rs 540 8 crore, 
whereas the premium collected aggregated 
to Rs 9 3 crore The claims of tosses would 
far exceed the premium collected as, in 
Maharashtra alone, the claims were likely to 
exceed Rs 19 crore as against the premium 
of only Rs 1 35 crore. Coenka is, however, 
confident that the initial adverse claims ex¬ 
perience would not deter GIC from pro¬ 
moting the cause of scheme, since n » bound 
to succeed as more and more experience is 
gathered in its operation 
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Financing Health Care in China 

Implications of Some Recent Developments 

PG K Panikar 

After Liberation the Chinese leadership showed an astute understanding of the nature of health problems and 
evolved ways of resolving them within the constraints imposed by limited resources. Some of those innovations, 
the reliance on non-pecuniary incentives to motivate the masses to get involved in preventive health programme 
a multi-tiered network of medical care facilities, appropriate skill and training for medical personnel at deferent 
points, all have financial implications which are equally relevant to other developing countries. 

However, recent developments like epidemiological transition and ideological and institutional changes have 
raised some concern about the ability of the healtn care system to cope with the new demands. Moreover, recent 
reforms in the economic structure, such as the new responsibility system, weakening of fiscal support to the rural 
cooperative health insurance scheme, cut-backs on state subsidies to health care and resumption of private medical 
practice will result in an overall rise in the cost of health care and the access to facilities are bound to become 
more unequal. 


THE great strides made by China in the Held 
of health since Liberation (1949) are by now 
widely acknowledged. By the early eighties, 
the infant mortality rate (4S per 1000 live 
Inrths) and crude death rate (7 per 1000) have 
reached probably the lowest among all deve¬ 
loping countries: the life expectancy at birth 
(70 years) is fairly close to that in high in¬ 
come industrial market economies. These 
achievements should appear more impressive 
when viewed against China’s low level ol 
economic development, with a per capita 
ONP of barely $ 300. Control of infectious 
diseases by laying greater accent on preven¬ 
tive measures (war against four pests) 
through community participation (patriotic 
health campaigns), extending the medical 
,' care facilities through a multi-tiered delivery 
network (from production brigade health 
centres through commune clinics to country 
and provincial hospitals) and adoption of 
, appropriate technology (barefoot doctors, 
integrating the Western and Chinese tradi¬ 
tional medicine or “walking on two legs”) 
are examples of the major innovations in¬ 
troduced in the health policy which yielded 
such impressive results. 

However, some recent trends such as the 
emergence of chronic diseases like high 
blood pressure, heart disease and cancer 
side-by-side with the persistence of infectious 
diseases, and uneven progress between pro¬ 
vinces and rural and urban areas are cdlising 
some concern. The economic readjustment 
policies which are currently bting im- 
ptemented, like the production responsibility 
system, have serious implications for finan¬ 
cing healthcare and its accessibility to dif¬ 
ferent sections of the population. The pur 
pose of the present paper is to review these 
recent developments and their implications 
for sustaining the momentum of health 
improvement. 

How the Chinese achieved "the first 
health care revolution” is reviewed first. Nect 
we proceed to give a synoptic view df the 
emerging health proflle In the final section, 
the implications of the ideological and'in¬ 
stitutional changes currently underway are 
examined. In the review of the different 
facets the Chinese health care system has 
been passing through, our attention is focus¬ 
ed on the financ'tal aspects. 


I 

Health Care Strategy under 
Pressure of Crushing Prohlems 
and Inadequate Resources 
Put UNO Prevention First 

(i) At the time of Liberation in 1949, 
China used to be described as “the sickman 
of Asia”. For the first half of this century 
the average crude death rate is estimated at 
about 20 per l(X)0 population, apart from 
periodic famines, epidemics and wars. In¬ 
fant mortality ihte was around 160 per 1(X)0 
live births (de Hass and de Hass Posthuma, 
1973, p 279; See also Liang, p 102). The 
dominant disease groups in the pre-Libera- 
tion period in China conformed to the pat¬ 
tern typical in a developing country. They 
included intestinal parasitic and infectious 
diarrhoeal diseases (transmitted by human 
faeces) polimyeiitis, typhoid and cholera 
(water borne), tuberculosis, pneumonia 
diphtheria, bronchities, whooping cough, 
meningitis, influenza, measles and smallpox 
(air-bofne), malaria, schistosomiasis, 
kalaazar, hookworms and filariasis (vectof- 
borne). According to one source, cholera 
claim^ 34,000 lives in a typical year and 
tuberculosis accounted for 10 per cent of all 
deaths (Smith, 1974, p 492). 

(ii) As against these crushing health pro¬ 
blems, health resources at the command of 
the Peoples Republic of China were quite 
meagre and unevenly distributed. In 1949, 
China had one of the world’s poorest health¬ 
care delivery systems. At that time, the (o^ 
number of doctors trained in Western 
medicine was estimated at 40,000. For an 
estimated population of S40 million, this 
would give a ratio of one physician for every 
13,000 population. Similarly, the number of 
beds available in Western-style hospitals in 
this period came to 90,000, that is one 
hospital-bed for every 6,(100 potential 
patients. Obviously, those were grossly in¬ 
adequate, given the level of mortality and 
morbidity. And, the problem was aggravated 
by the fact that the limited medical care 
facilities were concentrated in a few large 
cities (Victor Sidel, 1972, p 102; See also Vic¬ 
tor Side! and Ruth Sidel, 1974, p 17). 

(iii) Given the genesis of the core health 
problems and the mounting pressure on the 

Ecanomir wd P«Hrical Weekly 
Vd XXI. Mb 16, April 19. 1916 


limited health care resources, one feasible 
option before the Chinese authorities was to 
focus on preventive measures and resort to 
redistribution of the available humanpower 
resources. 

Prior to the Cultural Revolution, the most 
sigmficant innovation in China’s health 
strategy occurred in the area of preventive 
health. ’There are two elements which were 
central to this policy. First, the Chinese were 
able to mobilise additional resources for the 
preventive health programme, in what might 
be termed 'surplus labour absorption’ 
strategy. Second, the more central, these 
resources were able to be directly translated 
into effective preventive health inputs. This 
prevented any bottlenecks to a large scale 
preventive health programme arising from 
shortages of trained public health personnel 
(Heller, 1972, p 17) 

Redistribution of resources involved mobili¬ 
sation of urban medical personnel. Patriotic 
health campaigns, following the “mass linc^’, 
led to community involvement in preventive 
work. In addition, curative care facilities 
were expanded by building hospitals and 
health centres in rural areas and training ad¬ 
ditional personnel especially the “barefoot 
doctors”. By and large, the different policies 
pursued in keeping with the broad priorities 
emphasised by Chairman Mao Use Ibng 
from the early fifties were more cost effec¬ 
tive.' 

In respect of preventive work, a key elfc- 
ment was the resort to the “mass line^’, which 
is built on the premise “that the mass of or¬ 
dinary people are abl^ given the requisite 
powers, knowledge and motivadon, to tackle 
successfully highly complex problems” 
(Horn, 1972, p 378). The success of the 
patriotic hedth campaigns seems to ex¬ 
emplify the validity of the premise under¬ 
lying the “mass line”. Initiated during the 
Korean War (19S0-S3> to activate the masses 
to take measures against germ warfare 
allegedly used by the Americans, it soon 
develops into a war against the rour pests 
(rats, flies, mosquitoes and bed bugs), and 
finally emerged as a comprehensive preven¬ 
tive programme involvii^ sanitation, per¬ 
sonal hwene and health ^ucation. The 
campaigns were aimed at iiireeting mass 
activity against specific diseases by gaining 
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the particijpation of the entire population 
These led to the reduction of the incidence 
of vector-borne diseases and establishment 
of intensive health education programmes 
for mass innoculation 
Campaigns have qpt only boosted en¬ 
vironmental sanitation and raised the con 
sciousness of the people about the impor 
unce of good health but also aided the crea¬ 
tion of a concept of community hmlth 
Among the othn benefits of mass mobilisa 
tion IS the multi-utilisation of manpower for 
such economic enterprises as sanitary 
eivineering work and irrigation projects 
(Rifkin, 1973. p 232) 

The campaigns against schistosomiasis is an 
example 

One aspect of the schistosomiasis campaign 
was mass action work in developing irriga 
tion networks and expanding cultivable farm 
acreage In the process of digging new irriga 
tion canals (and filling existing snail infested 
canals), the snails which serve as the schis 
tosome hosts could be uprooted and bur 
ried To the exent that these efforts are 
focussed in periods when there is a slacken 
ing in the level of agricultural work, it pro 
ves a relatively coilless means of taking 
such preventive action To the extent it it 
combined with agricultural efforts, its cost 
tx further reduced, thus effectively providing 
a productive outlet for surplus labour" 
(Heller p 22) 

Moreover, the emphasis on self reliance and 
social mobilisation as key ethics of socialist 
public health policy implies an alternative 
resource allocational strategy different from 
that commonly observed in the preventive 
health policies of most developing countries 
This emphasis implies that the primary 
burden of financing preventive health 
measures must be borne by those directly 
henelitting from the measures, vie, the rural 
communes, production brigades and pro 
duction teams This mode of resource 
mobilisation is a classical strategy involving 
the mobilisation of surplus labour Further, 
this strategy of resource allocation circum 
vents the shoitage of specialised manpower 
constraint by rationing their use to areas 
where they are more productive, indispen 
sable and non substitutable (ibid pp 23 26) 

Manpower training and Deployment 

(i) In narrowing the rural-urban dif¬ 
ferences in health care resources, the Chinese 
government adopted a two-pronged strategy, 
vif, redistnbuting the medical personnel and 
enlarging their supply by training additional 
manpower Redistribution was achieved 
mainly in two ways First, an appeal was 
made to Western-style doctors working in 
urban hospitals to leave the cities and settle 
permanently with their families in rural 
areas Apparently, a significant number of 
modern-type doctors moved into the rural 
areas without erther any material incentive 
or any element of coencion 
The incemive was the conviction that they 
were doing the right thing, that they were 
responding to the needs of thar day and age 
m (Mng so they were winiimg the approba¬ 
tion of, and were uniting with, tbeir fellow- 


men, it was a desire to be at one with society, 
to be part of the inexhaustible dynamic 
which was moving it forward so visibly and 
purposefully (Horn, 1971, p 79) 

The second method of redistnbuuon mvolv 
ed the despatch of mobile medical teams 
from the urban hospitals to the rural areas 
on a rotation basis It was envisaged that 
one-third of the staff of all major city 
hospitals will be working in the rural areas 
on a roution basis The mobile teams con¬ 
sist of dootors and nurses of all grades, dif¬ 
ferent specialists, dietiaans, laboratory 
workers, cleaners, cooks, and administrators 
The work of the teams included both 
curative and preventive activities Fart of the 
team usually staffs a clinic of one of the 
more centrally located communes, the rest 
of the team splits up into groups who go and 
live in selected villages where they set up 
dispensaries and conduct bi-weekly family 
visits to render essential curative services 
Preventive work formed an equally impor 
tant part of their duties, this included 
immunisation against ordinary infectious 
diseases (such as smallpox, diphtheria, 
typhoid, poliomyelitis, etc), health ^ucation 
(or the peasants, protecting the water sup 
plies, ensuring sanitary disposal of human 
wastes, etc, (Horn, 1972, pp 380-381) The 
doctors in the mobile medical teams also 
participated in the (raining of a new class 
ot rural doctors 

(ii) Faced with acute shortage ot man 
power, the government intensified its efforts 
in the training of medical personnel The 
training programme initially followed was 
largely based on the Wfcstern models Dunni, 
the same period, the authorities introduced 
a new category, the ‘secondary” or “mid 
die level" personnel lollowing the Soviet 
leldster model Apparently the newly trained 
personnel, of both doctors of \\estern type 
and assistant doctors of the Sovic, type, were 
concentrated in the urban areas I rom the 
Jate fifties, efforts were initiated to train in 
digenous peisonnel in the rural areas, the 
peasant doctors or the so-called barefoot 
doctors, engaged in agricultural production 
as well as involved in health work * This 
new experiment suffered a set back during 
the first half of the sixties, but picked up 
momentum during the Cultural Revolution 
It IS estimated that by the early seventies, the 
number of barefoot doctors exceeded one 
million 

Of all the Chinese innovations in the field 
of health care, it 1 j the training and deploy 
ment of peasant doctors or barefoot doctors 
which is perhaps the most unique and which 
has/attracted the widest attention ^ In the 
selection of the barefoot doctors, their tram 
ing, work schedule, etc, the strategy 
displayed remarkable ingenuity 
The candidates selected for training as 
barefoot doctors are generally young 
peasants, chosen by their fellow villagers 
They were chosen for their intelligence, their 
educational level, their )ieenness to be trained 
as peasant doctors, and, above all. for their 
overall atutude to the colleaive ot which they 
formed a part What counted most was that 
they should be unselfish and responsible 


(J S Horn, 1971, p 82) 

The training programme of the barefoot 
doctors generally consists of 
A basic three months course usually given 
at either the commune or county hospital, 
followed by periods of further training of one 
to three months in succeeding years, and 
augmented by teaching from mobile health 
teams (A J Smith, 1974, p 429) 

The barefoot doctor’s Hrst period of tiain- 
ing was intended to provide the minimum 
threshold of skills required to effectively per¬ 
form curative responsibilities 
The cost of this training programme was 
minimised by scheduling the training period 
during the slack season m agriculture, therdiy 
not impinging on the sue of the brigades’ 
agricultural workforce The cost of the 
teaching peronnel was lowered by combin 
mg the teaching and curative responsibilitin 
of the mobile medical teams as much as 
possible (Heller, 1972. p 55) 

The responsibilities of the barefoot doctor 
comprise environmental sanitation (proper 
collection, treatment, storage and use of 
human faeces as manure), health education, 
immumsa ions, he also gave lirst aid and 
curative service to common illnessess like 
colds bronchitis, gastrointestinal disorders, 
measles, etc As for the barefoot doctor’s 
income it may be lecalled that he is priman 
ly a peasant and spends atleast half the time 
in agiicultural work For his work in health 
related matters, he earned work points in the 
same manner as in his primary occupation 
He receives the usual income of any agri¬ 
cultural worker though he siiends about half 
his time doing medical work, thereby ensur¬ 
ing that he does not distance himself from 
his fellow villagers The development of the 
barefoot doctor, it may be noted, did not in¬ 
volve much additional cost as their health 
work was dovetailed with agricultural pro¬ 
duction and did not cause any dislocation 
of production arising from labour shortage 
• Workei doctors”, a factory worker with 
training similar to the barefoot doctor, pro¬ 
vides medical services at his place of work, 
and the "Red Guard Doctor”, usually a 
housewife with shorter formal training than 
the barefoot doctor, works as a physican’s 
assistant in neighbourhood health centres in 
the cities However, the mam thrust of the 
new training of medical personnel was on 
the peasant doctor or barefoot doctor 

Decentrai isation of Medical Care 

To redress the unevenness in the distribu¬ 
tion of scarce medical care facilities, the 
delivery svsiem was reorganised with a 
greater degree of decentralisation The 
delivery ot medical caie in China of late 
begins at the lowest possible level both m the 
city (urban lane) and the country side (site 
of rural work) In rural China, the heidth 
care system operates on three levels, vit, the 
brigade cooperative medical centre, the 
commune health centre and the county 
general hospital Urban health services are 
also organised on a three-tier basis Cor¬ 
responding to the brigade and commune 
health facilities are ‘street’ and ’lane* health 
stations, referrals from these stations go to 
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the district, provincial or specialised hospi¬ 
tals (Jamison, 1984, pp 40-42). “The ration¬ 
ale of this should be apparent. By adding 
an additional base of medical services, a 
preliminary screening and treatment mecha¬ 
nism was created. The bulk of curative pro¬ 
blems would for the first time be diagnosed 
and treated. Simultaneously, scarce medical 
resourcira were in a position to be rationed 
to those medical problems for which no 
lower cost or lower skill substitute existed” 
(Horn, p S3). The accent on locating the ex¬ 
panded medical care facilities at the grass¬ 
roots level is exemplified by the trenils in the 
growth of rural medical care units. Thus, for 
instance, the number of commune health 
centres increased from 28,656 in 1962 to 
36,965 in 1965 and 55,500 in 1981; as against 
this, the number of county hospital.s 
registereo only a marginal increase during 
this period, from 2,123 in 1952 to 2,276 in 
1965 and 2,367 in 1981 (Jamison, et al, 
p 149). Decentralisation of health services 
has also meant emphasising local financial 
support for these programmes. 

Health sector Financtno 

As observed earlier, policies like the 
patriotic health campaign succeeded in the 
total mobilisation of the masses to support 
preventive health programmes. In conse¬ 
quence, the fiscal burden of the preventive 
measures was minimal. With respect to the 
curative programmes also recourse was taken 
to cost-effective policies such as redistribu¬ 
tion of scarce manpower resources, training 
and deployment of middle and lower level 
medical personnel, development of multi¬ 
tiered m^ical care network, etc. True, all 
these policies led to considerable cost saving. 
Still the emerging health care sector entailed 
some costs. How were they financed? 

The costs of the delivery system are shared 
by the state, collective enterprises, ruial com¬ 
munes and private individuals uncovered by 
the existing systems, 'i he state budget expen¬ 
diture covered the government insurance 
scheme which provides free in-patient and 
out-patient health service delivery at state- 
owned hospituK at national and provincial 
capitals; and medical education in the 
national and provincial medical colleges. 
Labour insurance is another major source 
of finance. Workers and staff employed in 
state entei prises receive free health care for 
life, while their dependents are entitled to 
get 50 per cent reimbursement of their 
medical care costs. A voluntary insurance 
scheme, covering the employees in the com¬ 
munes and brigade enterprises, has also 
developed; these schemes offer only partial 
reimbursement of the medical expenses. 
There is no prepayment involved on the part 
of the benendaries. In the case of these two 
types of labour insurance the cost of health 
insurance is added to the enterprise wage 
bill. The total coverage of the government 
insurance, labour insurance, including col¬ 
lective enterprise (voluntary) Insurance, is 
estimated at 225 million in 1981 of which 
124 million are primary members and 101 
million dependents (ibid, pp 67-69). Another 
source of health care financing is the rural 


cooperative medical scheme.^ 

The cooperative insurance scheme first 
appeared as part of the reorganisation plan 
during the Oreat Leap Forward period, and 
was adopted extensively during the Cultural 
Revolution. Generally the scheme takes the 
form of a prepaid medical insurance plan 
organised at the level of production brigades. 
The insurance fund is typically financed 
jointly by annual prepayments paid by in¬ 
dividual members of the brigade and by 
annual appropriations from the brigade’s 
welfare fund... Beneficiaries enrolled in the 
cooperative insurance scheme are generally 
entitled to substantially reimbursed services 
and drugs at the brigade health station and 
also at higher level referral units . 
(Jaini.son. et al. p ’’()). 

The system of sharing costs varied from 
region to region and from commune to com¬ 
mune. For e.vample, in the early seventies, 
ill the Chuiihsiiig production brigade, the 
contribution from an individual member 
was about I Yuan, the production team con¬ 
tributed 1 Yuan per capita from its welfare 
fund, and the produi iion brigade 2,000 Yuan 
per annum (Susan B Rifkin, p 150); in the 
I'our Season sueen commune, each person 
contributed 1 5 Yuan per year, matched by 
an equivalent amount from the brigade 
welfare fund (Virginia Li Wang, p 480). By 
1970, 76.6 per cent of che brigades are 
reported to have adopted the cooperative in¬ 
surance system; and several years later the 
coverage of the system had increased to 84.6 
per cent. In 1981, 475 million rural people, 
48 jicr cent of the Chinese population, arc 
estimated to be covered by the cooperative 
insurance scheme (Jamison, el at, p 71). 

Private expenditure accounts for the 
residual share of the total health care cost. 
This comprises the prepayments by primary 
ineiiibeis of rural cooperatwe insurance 
schemes, and the out-of-pocket expenses of 
the population groups not covered by any 
of Che insurance schemes. No firm data are 
available in private expenditure on health 
care. However, an indirect estimate places 
this figure at 4.60 Yuan in 1980, accounting 
for 32 per cent of the total expenditure on 
health care (ibid, p 73). The coverage of 
all beneficiaries under various insurance 
schemes was seen to be approximately 699 
million, of which the majority are in the 
rural cooperative insurance scheme who had 
to make prepayments. On the other hand, 
most of the urban residents benefit from in¬ 
clusion in government insurance or labour 
insurance schemes which do not involve 
prepayments. And the majority of those 
without the benefit of health insurance are 
in Che rural areas. 

Needless to say, the health strategy 
adopted by the Chinese authorities has 
significant financial dimensionsL Thus, the 
accent on preventive health measures and 
priority to rural areas, adopting the mass line 
for ensuring community involvement and 
utilising surplus labour and coordinating 
health work with normal productive ac¬ 
tivities in the country side proved to be a 
highly cost effective strategy. On the one 
hand, the strategy helped to keep down the 


costs of health care; on the other, the 
benefits of these programmes, as for exam¬ 
ple. the anti-schistosomiasis campaign 
(which included filling of snail-infes^ ir¬ 
rigation canals and digging of new ones) ex¬ 
tended beyond the control of infectious and 
vector-borne diseases. As regards curative 
medicine, the strategy involved redistribution 
of scarce medical personnel froth urban to 
rural areas, training of new cadres of medical 
and paramedical personnel, and building up 
of a network of medical care facilities with 
a certain degree of self financing. This in¬ 
troduced an effective built-in referral system 
and an optimum utilisation of the personnel 
and facilities of different levels of sophistica¬ 
tion. Thus, the .curative care programme 
developed over time emphasised appropriate 
technology, rationing of scarce manpower 
and facilities, keeping down costs as well as 
sharing of costs (as well as sharing of costs 
wherever possible). 

II 

Emerging Health Profile 

Changing Disease Pattern 

As observed earlier, the dominant disease 
groups in pre-Liberation period in China 
conformed to the pattern in a typical deve¬ 
loping country. A significant change has 
taken place in the disease pattern in China 
in the last three decades, viz, a marked shift 
from acute infectious diseases to chronic 
degenerative ailments. Thus, while respira¬ 
tory diseases, acute infectious pulmonory 
tuberculosis and Gl. (gastro intestinal) 
diseases in that order ranked the highest 
among the ten leading causes of death (16.86 
per cent, 7.93 per cent, 7.51 per cent and 7.31 
per cent respectively of total deaths) in some 
cities in 1957, cardiovascular diseases, 
apoplexy and malignancy occupied lower 
ranks (6.61 per cent, 5.46 per cent and 5.17 
per cent respectively). By 1975, in the cities 
three top-ranking diseases were cerebro¬ 
vascular (21.61 per cent); cardiac (19.49 per 
cent) and malignancies (18.84 per cent). In 
the subsequent period the trend is presum¬ 
ably reinforced, increasing the shares of 
these chronic diseases. It is also significant 
to note that by the mid-seventies and early 
eighties, in some of the selected countries 
also cardiac disease, malignancies and 
cerebro-vascular diseases have emerged as 
the leading causes of death. These three 
diseases together accounted for 48.per cent 
and i6 per cent in 1975 and 1982 respectively 
of. total deaths in the countries. The posi¬ 
tion is more or less similar in the cities. On 
the other hand, both in the cities-and the 
countries share of infectious diseases has 
dropped dramatically by 1980 mpectively 
to 1.46 per cent and 2.76 p» cent of all 
deaths (ibid, pp 10-11). Thus, with the reduc¬ 
tion in the incidence of infectious diseases, 
chronic and degenerative ailmehts have 
emerged as the m^or disease group. Never¬ 
theless. infectious diseases continue to per¬ 
sist, though on a smaller scale. Hepatitis, 
tuberculosis and dysottety are ^ill ptevalent 
in much of the country, whUe leprosy, 
schistosomiasis and malaria linger in a few 
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provinces (Jamison. e( of, p 21). The case of 
Shanghai which is a success story in health 
advancement will illustrate this. In the 25 
years from 1956 to 1980, t^ere has been a 
significantreductlon in the overall incidence 
of infectious (notifiable) diseases. For in¬ 
stance, the annual incidence rate of malaria, 
per 100,000 population, dropped from 
2,237.2 during I936-6S to 78.4 during 1966- 
80, that of measles from 1,486.3 to 73.2. On 
the other hand, the annual incidence rate of 
dysentery remained almost at the same level 
during the two periods, viz, 686.9 and 657.7, 
while that of hepatitis increased more than 
three fold from 114.4 to 377.3 (Huang De 
Yu, er a/, p 45). China’s health status has 
been undergoing an epidemiological transi¬ 
tion, and the emerging disease pattern is a 
combination of acute infectious diseases and 
ageing, degenerative ailments. 

Uneven Progress in Health 
Conditions 

Another dimension of the trends in health 
status in China is that the progress has not 
been uniform. There persist significant rural- 
urban, inter-provincial and intro-provincial 
variations in health conditions. For example, 
life expectancy at birth is sef n to range from 
59 years in Guizhow province to 72 years in 
Shanghai; life expectancy in urban areas is 
on average 12 years higher than in normal 
rural areas, and that in low-income rural 
areas is five years is lower than in normal 
ones. Inter-provincial and rural-urban dif¬ 
ferences in mortality rates are evident. The 
crude death rate ranges from 4.95-5.54 in the 
Northern and North-F.asterh provinces to 
7 33 and 9 92 in the Western and South- 
Western provinces As of 1975, the infant 
mortality rates in the rural areas, both for 
males and females, are over twice those in 
the urban areas For instance, hepatitis and 
dysentery are more widespread in the rural 
areas, since a large fraction of the rural 
population does not benefit from safe water 
supply or facilities for sanitary disposal 
of human faeces. The death rates from 
pulmonary tuberculosis and diseases of the 
digestive system in rural areas are more than 
one and a half times those in the urban 
areas. Malnutrition continues to remain an 
important impediment to child development 
in many rural areas. Thus, the percentage of 
7 year old boys stunded is significantly 
higher in rural than in urban households 
(Jamison, et ai. Tables 2, 5, B 2 and B 4). 

Needless to say, this emerging morbidity 
pattern has serious financial implications 
While infectious diseases generally arc 
amenable to control through comparatisely 
less costly preventive measures, employing 
paramedical staff, barefoot doctors or even 
lay personnel (as for example, under the 
patriotic health campaign), degenerative 
ailments like strokes, heart disease, cancer, 
etc, require' highly skillbd specialists, 
sophisticated equipment, extended hospita 
Usation and costly drugs for their diagnosis 
and treatment. The two major dimensions 
or rural-urban differences are with tespeej 
to morbidity pattern and health care fadli- 
ties including safe water supply and saniu- 
tion. Given the fact that more than four- 
fifths of Ae population live In rural areas, 
the flnandial implkations'of raising their 


health status on a par with their urban 
counterparts can be quite formidable. 

Ill 

Implications of Recent Reforms 
in Economic Structure on 
Financing Health Care 

(1) W^ noted above the Considerable rural- 
urban differences in mortality rates, mor¬ 
bidity pattern and health care financing. 
Despite a significant decline in some infec¬ 
tious diseases in response to the preventive 
measures, the problem continues to persist. 
Ibgether with this, chronic diseases have also 
begun to surface. As against a higher rate 
of mortality and morbidity, health care 
facilities and current expenditure in rural 
China are far behind the same in urban 
areas. According to one estimate, average 
health care expenditure in rural areas would 
come to 10 Yuan per capita compared to 33 
Yuan and 26 Yuan respectively (ibid, p 73). 
Thus, there is a substantially regressive urban 
bias in public expenditure on health care. 

(ii) Among the sweeping reforms in¬ 
troduced by the new regime in People's 
China since 1978, the hdusehold respon¬ 
sibility system and the resultant dismantling 
of the collective organisational structure 
pose serious problems for financing of 
health care in rural areas. In the first place, 
the introduction of the responsibility system 
has undermined the Hscal support to the 
rural cooperative health insurance schemes 
by way of contributions from the brigade 
and commune welfare funds. The erosion of 
this major source of finance has led to a 
steady and sharp decline in the coverage of 
rural cooperative health insurance. Thus, the 
proportion of brigades with rural coopera¬ 
tive health schemes has drastically dropped 
from 84.6 per cent in 1975 to 68.8 per cent 
in 1980 and 58.2 per cent in 1981 (ibid, p 71). 
That is to say, more and more people in rural 
China have to pay the full cost of their 
medical expenditure. 

(lii) With the adoption of the household 
responsibility system under which peasant 
households contracting farm land for culti¬ 
vation have considerable initiative in the 
choice of crops and the freedom to dispose 
of output in excess of the quota to the state 
and the production team. 

In the process of the development of the 
responsibility system, the form of contracting 
land to households with the household as the 
accounting unit became the mam fohn of 
various output related contract systems. By 
the end of 1983, the number of households 
contracted under this form made up 94 5 per 
cent of China’s total peasant households 
(Zhang Beemin and Zhang Houyi, '984, 
p4). 

Significant enchantment of the state pur¬ 
chase prices of a wide range of agricultural 
products, emergence of several sideline pro¬ 
duction activities like dairying, poultry, 
pig8^, silk cocoops, etc, opened up new 
vistas for the peasants. Rejection of egalita¬ 
rianism,’and linking of remuneration with 
performance or output as part of the new 
poUcy further strengthened the incentives of 
peasants to devote their time and energy to 
productive activities. These developments in 
torn may affect the motivation and incen¬ 


tives of barefoot doctors in their health care 
work for which under the erstwhile system 
they received no remunermion. Similarly, tlw 
erosion of the political and sulministrative 
authority of the communes, brigades and 
production teams may also weaken the pv- 
ticipation of the peasants in preventive 
health programmes. If those “side effects” 
of the production responsibility system were 
to occur, then rural China may suffer a set¬ 
back to the progress achieved in the recent 
decades, unless the govenunent increased on 
a large scale the cadre of full-time medical 
and paramedical personnel. The Tinanciti 
implications of that option are obvious. 

(iv) The resurgence of private mecUcine is 
another recent development. The Minister 
of Public Health announced on October 26, 
1984, the policy permitting private medical 
practices. In an article published in Guang- 
min Daily the minister authorised collectives 
and individuals to run medical business and 
make profit from them. 

We actively support collective economic 

bodies, townships, neighbourhoods, demo¬ 
cratic parties as well as retired doctors to set 

up mediLdI institutions [China Daily) 

The minister also said in-service doctors and 
medical workers could provide medical ser¬ 
vices at home in their own time. Income 
from these services was allowed. Some 
doctors have opened their own small 
hospitals, hiring unemployed youth smd 
retired medical workers. Individual doctors 
also make house visits. One major project 
under negotiation is a foreign-supplied and 
foreign managed private hospital in the 
Special Economic &ne of Shenzhen (Nem- 
week, 1985). The new hospitals in the private 
sector are apt to be located in the urban 
areas and comparatively prosperous com¬ 
munes; and they are also likely to employ 
highly trained specialists and sophisticated 
equipment. Their clientele would comprise 
the better off households. Thus, private 
medical services would be distribute on the 
basis of “to each accoiding to his ability” 
to pay. There is also an indication of a policy 
change to curtail the subsidy element to the 
urban residents, which might also introduce 
a certain degree of inequality in the acces¬ 
sibility of medical care facilities. 

In brief, the health care sector reflected 
the effects of the new reforms of the eco¬ 
nomic structure The impact of the structural 
readjustment policies has been manifested 
in a sharp dechne in the coverage of the rural 
cooperative health insurance system. A pro¬ 
bable impact, though less visible as of now, 
IS likely weakening of voluntary health care 
work on the part of barefoot doctors, and 
the participation of the general mass of 
peasants in preventive health programmes. 
The emergence of private medical service 
would reinforce the widening of disparities 
in the accessibility of medical care. Over all, 
an increasing proportion of the population, 
espeaally in the rural areas, will have to bear 
the full cost of medical care. 

IV 

Conclusions 

In the choice of priorities, viz, prevention 
first and the stress on rural areas, and the 
strategies such as training and deployment 
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of medical personnel, and recourse to the 
mass liiMi the Chinese leadership showed an 
astute understanding of the nature of health 
problems and the constraint on resources. 
The preventive health programmes with the 
focus on control of vectors, improving 
sanitation and protecting water sources, 
health education and personal hygiene, co¬ 
ordinated with productive activities in rural 
areas and the participation of the entire 
community ensured the highest degree of 
cost effectiveness and the widest sharing of 
costs by the beneficiaries. The curative pro¬ 
gramme built on a multi-tiered network of 
medical care facilities and appropriately 
skilled medical personnel like the barefoot 
doctors, and integration of their health care 
functions with their normal productive 
activities contributed to minimise the costs. 
The rural cooperative health insurance 
system was designed to pooling of risks and 
the sharing of costs by the beneficiaries. All 
those measures have combined to keep the 
costs of health care to the minimum and 
evolve an ingenious way of its financing. 

What lessons do the Chinese experiments 
in the field of health care offer to .other 
developing countries? Are the Chinese ex¬ 
periences replicable elsewhere in the third 
world? These questions have been raised by 
several authors before. Reliance upon non- 
pecuniary incentives to motivate the masses 
to get involved in preventive health program¬ 
mes. a multi-tiered network of medical care 
facilities with a built-in referral system, the 
development of medical personnel of ap¬ 
propriate training and skill at different 
points, all have financial implications which 
are equally relevant to other developing 
countries. The cooperative health insurance 
system which ensures pooling of risks and 
sharing of costs by the beneficiaries would 
instil greater awareness of the financial im¬ 
plications of alternative medical techno¬ 
logies. India, which apparently lags behind 
China in health improvement has to learn 
a great deal from the Chinese experience. 
This is implicitly acknowledged in the latest 
National Health Policy wherein the authori¬ 
ties stress the need for “involving the com¬ 
munity in the identification of their health 
needs and priorities”, “a well-dispersed net- 
wo^ of comprehensive primary health care 
services”, “health volunteers selected by the 
communities and enjoying their confidence'*, 
"mobilising the community resources, 
through its active participation in the im¬ 
plementation and management of national 
hetdth and mlated programmes”, and in¬ 
troduction of "health insurance schemes, on 
a state-wise basis for mobilising additional 
resources for health promotion and ensur¬ 
ing that the community shares the cost of 
services, in keeping with its payii^ capacity” 
(Ministry of Health and Family Welfare, 
National Health Policy, Government of 
India, 1983). 

However, some recent developments like 
the. epidemiological transition, ideological 
and institutional changes should raise some 
concern whether the present health care 
system can cope up with the new and in¬ 
creasing demands on the system. On the one 
hand, the emergence of chronic ailments Uke 
blood pressure, stroke, heart disease and 
cancer would make greater demands in terms 


of specialised medical personnel, sophisti¬ 
cated equipment, more expensive facilities, 
extended hospitalisation and costly drugs. 
Further, the incidence of acute infectious 
diseases continues to persist in many parts. 
On the other hand, the recent reforms in the 
economic structure such as the new respon¬ 
sibility system, weakening of fiscal support 
to the rural co-operative health insurance 
scheme, cut backs on state subsidies to 
health care and resumption of private 
medical practice will result in moi** and more 
people having to bear the full cost of their 
medical care expenditure. The erosion of the 
political and administrative authority of the 
collective organisations wilt also weaken the 
community involvement and participation 
in preventive progiammes and their impact 
on infectious diseases. Overall, the cost of 
health care is apt to rise, and the access to 
the facilities to become more unequal. 

Notes 

[Comments and suggestions on an earlier draft 
trom Chiranjib Sen, Cita Sen and C R Soman 
are appreciated The author alone is responsi¬ 
ble for the views expressed here.) 

1 1 he tour guidelines were. “(I) pul prevention 
first; (2) serve the needs of workers, peasants 
and soldiers—wherever they happen to be: 
(3) combine rural and urban public health 
measures with medical practice; and (4) unite 
Chinese traditional thereapy with Western 
Scientific Knowledge” During the Cultural 
Resolution another guideline was added in 
Mao's June 26 directive "In health and 
medical care, put the stress on rural areas” 
V W Sidel, ‘Some Observations on the 
Health Services in the People’s Republic of 
China', International Journal of Health Ser- 
vvei, Vol 2, No 3. 

2 “A barefoot doctor is a peasant who has had 
some basic medical training and gives treat¬ 
ment without leaving productive work. He 
gets the name (Chijiao Yisheng) because in 
the south, peasants work barefooted in rice 
paddies” However, generally the peasant doc¬ 
tors. They are primarily agricultural workers. 
“The Barefoot Doctors of the Republic of 
China”, op cit, pp 2-3. 

3 During the seventies, the barefoot doctor 
dominated the international literature to 
health care. See for example: (I) Victor W 
Side!, ‘The Barefoot Doctors of the Republic 
of China’, New England Journal of Medi¬ 
cine. June IS, 1972; (2) A J Smith, ‘Barefoot 
Doctors and the Medical Pyramid’, British 
Medical Journal, May 23, 1974; (3) Victor 
W Sidel and Ruth Sidel, “The Delivery of 
Medical Care in China”, &ienttflc American, 
Vol 230, No 4.1974; (4) Peter S Heller, “The 
Strategy of Health Sector Planning in the 
People’s Republic of China”, (mimeo¬ 
graphed); (3) J S Horn, ‘Building a Health 
Service in the People's Republic of China’, 
International Journal of Health Services, 
Vol 2, No 3, 1972; (6) J S Horn “Experiments 
in Expanding Rural Health Service in Peo¬ 
ple’s China”, Ciba Foundation symposium 
on Teamwork for World Health, 1971; 
(7) Susan B Rifkin ‘Health Care for Rural 
Areas’, "Medicine and Public Health in the 
Peoples Republic of China”; (8) J H De Hass 
and Posthuma, ‘Socio Medici Achievements 
in the People’s Republic of China’, Inter¬ 
national Journal of Health Services, Wil 3, 
No 2, 1973. 

4 Certain distinctive characteristics of this 


Chinese innovation have attracted wide at¬ 
tention. See for example; David M Lampton, 
'Public Health and Mitics in China’s Past. 
IWo Decades’, Health Service Imports, 
Vbl 87, No 10, 1972; (2) Virginia L Wang, 
Thiining of the Barefoot Doctor in the Pe^ 
plc^s Republic of China’, International Jour¬ 
nal Health Services, Vol 1, No 1, 1975; 

(3) Peter S Heller, op cit, (4) Susan B Rifkin, 
“Health Care for Rural Areas”, op cit, 
Jamison, et al, op at. 

3 “The emergence of an uneven distribution 
of wealth is being now permitted. One of the 
major changes resulting from the economic 
reform of the last few years is the trend to 
encourage some areas and some peasants to 
get rich first”, Zhang Boemin, and Zhang 
Houyi, “China’s Agricultural Reform and 
Development”, op cit. 
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DISCUSSION 


National issues in Sales Tax Structure 

G Thimmaiah 


IN hts article ‘The National Usues of Sales 
Ihx Structure in India* (Febiuary IS) 
M C Purohit has maintained that three 
issues of the existing sales tax structure, 
VIZ, the tendency towards single-point levy 
at first point of sale, the proposal to levy 
consignment tax at CST rate and the inter 
nal check-posts have become issues of na 
uonal importance and hence he has sug 
gested some solutions to them 

In regard to the first issue, Purohit has 
appreaated the gradual shift in the sales tax 
levy from the multi-pomt to single-point levy 
but has highlighted the practice of imposing 
the single-point levy at the first point of sale 
which creates many adverse economic ef 
fects As an alternative, he has suggested 
double-point levy once at the first point ot 
sale and second at the point of last sale with 
‘set off provision for sales tax paid at the 
Hrst point of sale Such a sales tax, according 
to him, will solve the twin problems of tax 
evasion and cascading effect of sales tax in 
India 

It IS very difficult to solve the problem of 
cascading effect of sales tax by switiching 
over to double-point levy with a ‘set-ofP pro¬ 
vision unless the rates of sales tax are high 
enough to ensure adequate revenue Quite 
a number of state governments have ex 
penenced loss of revenue on account of shift 
from multi point to single point levy, par¬ 
ticularly to point of last sale, because of 
widespread evasion In order to make good 
the loss, they have started imposing other 
taxes hire turnover tax, a surcharge on sales 
tax and in recent years entry tax We know 
that multiplicity of taxes on the same tax 
base creates administrative problems, in 
creases the cost of tax compliance and 
resulu in cascading effect The very purpose 
of switching over from multiple-point levy 
to single-point levy is to reduce these adverse 
effects But in the process, the sute govern¬ 
ments have experienced loss of revenue 
mainly on account of evasion Therefore, 
they have been forced to resort to levymg of 
surcharge and turnover tax at higher levels 
of sales turnovers Besides, wherever octroi 
was abolished, the state governments intro¬ 
duced entry tax on those commodities on 
which sales tax could not be levied because 
of the operation of additional Union excise 
duties Subsequently, this entry tax has been 
extended to many other commodities in 
states like Karnataka and West Bengal 
Therefore, the purpose of simplifying the 
sales tax structure and reducing the 
cascading effect has been defeated by these 
idtemative methods used by the state govern¬ 
ments to raise more revenue; The suggested 
double-point sales tax with a ‘set off pro¬ 
vision for the sales tax paid at the first point 
of sale will not ensure growing revenue 


unless the rates arc piched very high Hcnct, 
It would be better to accept the double point 
sales tax without a set off provision, with 
reasonable low rates of sales tax on raw 
materials This is a better way of convinc 
ing the state governments that they can raise 
more revenue b> preventing evasion ot sales 
tax without creating administrative problems 
and cascading effect oi sales tax without 
resorting to multiplicity of taxes Ihert is 
no point in suggesting an ideal tax when the 
‘tax culture’ of trade and industry in India 
lacks a sense of social responsibility 
Purohit has argued that the proposed Icvv 
of consignment tax at CST rate will create 
the cascading ellect and at the same time 
will create horizontal federal fiscal inequit» 
in the federal structure by benefiting the 
relatively better off states like Gujarat 
Maharashtra Tamil Nadu and West Bengal 
which account for 60 per cent of the yield 
from CST While admitting the fact that 
CST IS necessary to prevent evasion of lax 
on inter state sales and to prevent big manu 
facturers from enjoying the benefit of con 
signment transfer he has argued that ‘it is 
important to reform the CST Act to help in 
checking increasing vertical inequity in the 
federal structure in the country and to avoid 
adverse economit effects of taxation of con 
signment transfers He has recommended 
that the CST rate itself should be brought 
down to one pit cent and consignment 
transfers should be taxed at that rate to 
prevent tax evasion and at the same time to 
give some revenue to the states 

This suggestion is equally unacceptable to 
the states Now the f ST rate is 4 per cent 
whereas the median rate of sale tax prevail 
ing in different states is around 10 per cent 
If the puipose of levying CST is to prevent 
tax evasion, then it should yield the revenue 
which would have otherwise been evaded A 
one per cent rate will yield only nominal 
revenue It may not encourage honesty in tax 
payment even at one per cent, because once 
dealers are registered for payment ot CST, 
they will have to pay state sales tax in the 
state where the goods are sold Secondly 
horizontal federal fiscal inequity in the 
distribution of r.venue from the CST bet 
ween the states (which Purohit has wronglv 
called as vertical inequity) is in tact attemp 
ted to be off set by equitable distribution of 
federal fiscal transfers For instance, the 
Eighth Finance Commission has recom 
mended S per cent of the net yield from 
Union excise duties should be distributed 
among backward states which experienced 
a net deficit Even the remaining 40 per cent 
of the yield has been recommended to be 
distributed on the basis of certain criteria 
of backwardness In other words, the opera 
tion of several tax and expenditure measures 
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in a federation invariably creates distortions 
in the accrual of revenue and expenditure 
benefits to different states In order to off 
set these distortions federal fiscal transfers 
can be used and are in fact used in India 
This is mainly because we cannot ensure 
equuibic flow ot tax revenue to benefit all 
the states equitably Mechanical puisuance 
of sueh an objective will require that only 
the C cntial government should levy all taxes, 
which IS an extreme point ot view Finally, 

It mav be mentioned here that the Iripathi 
Committee which was asked to recommend 
the extension of additional Union excise 
duties to other commodities has recom 
mended that part ot the levenue from such 
extension of additional excise duties should 
be pooled and distributed among the states 
on the basis of equity critena in order to en 
suic that the states whose consumeis pay the 
tax will enjov the benefit ot receiving 
equitable shire in the revenue In other 
words It IS possible to set right the horizon 
tdl federal fiscal inequity in the automatic 
flow of levenuc yield from ( ST and ihert 
lore thcic is no need to kill this souae of 
revenue as well as the pioposcd consignment 
ttx 

Putohit has identified the O) Mtion ot in 
teinal check posts as an impoitant administ 
laiive lacuna in the sales tax svsiem of the 
country Me has based his findings on a 
study which he seems to have made for Tamil 
Nadu First of all, the attempt to genetalise 
the cxpciience in Tamil Nadu for all states 
IS unscientific Second the argument which 
he has romantiased, viz, that the check posts 
creite bairiers to smooth flow of traffic 
across the boundaries of different states is 
an overplayed excuse and it has been over 
used by the champions of free trade and 
private sector in India to force the abolition 
of octroi They foiget the fact that there is 
nothing like smooth and uninterrupted flow 
of traffic because it icquires a proper road 
system which is far from satisfactory in the 
country I urther, it assumes that the vehicles 
which move across the borders of the states 
are in good condition and have paid all the 
taxes and hold authentic registration cer 
tificates The very fact that these vehicles 
are stranded for inspection of all these 
documents indicate that they do not comply 
with all the requirements of the road 
transport system and I am sure that Purohit 
would not recommend that these vehicles 
should not have been stopped for inspection 
merely because it creates obstruction in the 
smooth flow of traffic 
Furthermore, a study of “Sales Tkx Ad 
ministration in India as Seen by Audit”' 
made by the Comptroller of Audit General 
of India in 1982 examined the operation of 
check posts in different sutes and has got 
certain interesting findings to report 
In Assam though 14,722 and 2,71,411 
vehicles had passed through Boxirhat and 
Damra Check posts, respectively, during the 
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years 1974 75 to 1976 77 there W4S no record 
to indicate that even a single vehicle was 
physically verified to ascertain whether the 
goods transported were in accordance with 
the particulars furnished in the declaration< 
and that there were not uncovered con 
signincnts (p S3) 

In Srinagar Sales Tax Circle, for example. 

It was seen that the assessment of a dealer 
who had failed to file returns or produce 
books ot account was completed by the 
assessing authority on best judgment basis 
on a taxable turnover of Rs 3 30 lakh for the 
year 1973 76 A check by audit in Lakhana 
pur check post revealed that the taxable turn 
over of that dealer for the year 1973 76 
through that check post amounted to 
Rs 10 33 lakh A turnover of Rs 6 83 lakh 
had thus escaped assessment in respect of the 
dealer's imports through the Lakhanapur 
check post alone (p 34) 

In as many as 170 cases, the trucks which 
entered Orissa at three different points (Jam 
sola Girisola and Sohella) during the month 
of October WO did not pass out of Orissa 
either at the points of exit declared by them 
while entering or other points of exit of the 
state The goods contained in these vehicles 
were valued at Rs I 71 crore and the tax effect 
(at general rate of 6 per cent) was Rs 10 26 
lakh When these cases were pointed out in 
audit the Commissioner of Commercial 
Ikxes slated that establishment ot the check 
posts was an anti evasion measure and was 
not designed as a tool proof system and it 
was not possible to follow up each transpor 
tation of goods (p 35) 

In Rajasthan A test check ot movement 
of 162 vehicles which entered the state 
through two check gates and were bound for 
places in other states revealed that only 19 
of them had passed out of the check posts 
through which they expected to leave (p 36) 

It IS clear from the above findings that ail 
the vehicles were not scrupulously checked 
let alone harassed In some cases the vehicles 
did not pass through the expected border 
check posts and hence the state governments 
were compelled to create internal check posts 
to catch such evaders Vehicles are not de 
tamed for long once they prove that they are 
carrying valid documents relating to pay 
ment of tax Of course, the above mentioned 
observations also refer to the cases of 
negligence of duty or improper functioning 
of check posts But they bring out the fact 
that vehicles are not detained and checked 
mechanically without valid reason and 
without using the best judgment of the 
administrators 

The Taxation Review Committee ap 
pointed by the government of Karnataka Ih 
1981 examined the functioning of the check 
posts in Karnataka with special referecc to 
the need for their retention ^ For this pur¬ 
pose, the Committee requisitioned a study 
to Find out the extent of improvement of the 
revenue yield on account of the operation 
of the check posts Out of the 33 check-posts 
created in Karnataka, 16 were located near 


inter state borders and the remaining 19 were 
located on important trade routes and 
around bigger trade centres in the state in 
the interior parts The Committee visited a 
number of check posts Some of them were 
visited without prior notice After a careful 
crimination of ail relevant aspects, the Com 
mittee maintained that the importance of 
check posts cannot be judged on the basis 
of the documents collected from the vehicles 
which were not cross-checked later Tbe mere 
fact that these documents were produced 
and got into the possession of the depart¬ 
ment should have a deterrent effect of its 
own Therefore, the Committee recommend¬ 
ed the continuation of the check-posts by 
providing proper facilities and also introduc 
tion of computer to process the documents 
The harassment and obstruction to smooth 
flow of traffic has been too much roman¬ 
ticised in this country with an ulterior 
motive It 1 $ high time that we compel the 
dealers to be honest and help the tax ad 
ministrators to allow the traffic to flow 
smoothly 

Thus the three issues which Purohit has 
identified as national issues in sales tax 
structure do not appear so on close examma 
tion The problem is with the traders who 


V T PAOMANABHAN’s article ‘The 
Number Game’ (March 8) is an extremely 
important one and he is to be highly com¬ 
mended for undertaking this study in spue 
of all the obstacles in obtaining the relevant 
information 

It IS not very surprising in a country like 
India where there is a huge unemployment 
problem and where in general workers are 
uneducated and unoigamsed, that the abuses 
and threats to life described in the article are 
perpetrated unchecked The situation is 
made worse by the nature of the threat in 
this case radiation, a threat which cannot 
be seen or felt and the effects of which can 
take years to develop The author writes that 
“the workers are generally aware of the 
hazards of the materials they handle” 1 
doubt if this IS really so The great majority 
of even intellectuals do not have a clear idea 
about the nature of radiation and its effects 
on living organisations The nuclear industry 
IS at pains to keep the situation this way and 
does so by comparing favourably radiation 
exposure produced in the nuclear fuel cycle 
to levels of “natural background radiation”, 
by campaigning the respective probabilities 
of dying from radiation with risks due to 
other activities It has also been found 
expedient to indulge in manipulation of 
statistics, outright falsehoods and denials 
In his Indira Gandhi Memorial Lecture in 
Cochin in October last year Rstja Ramanna, 
Chairman of the Atomic Energy Commis¬ 
sion, said, “All the stringent stipulations of 


have grown mto an effective 'pressure group’ 
who blow even a small i$sue into one of na¬ 
tional proportions for their own self-uiterest 
In fact the Comptroller and Audit General 
of India has identified much more serious 
administrative problems which have assum 
cd national proportions They include incor¬ 
rect application of rates, giving incorrect ex¬ 
emptions and concessions and incorrect 
determination of taxable turnover, non-levy 
of interest or penalty, failure to administer 
the check posts effectively and increasing 
arrears of assessment which are causing loss 
of revneue to the extent of more than Rs 230 
crore per year for all states in India There 
fore; the academics while analysing the fiscal 
problems of the states should be more 
realistic, particularly with reference to the 
needs of the states rathei than be merely 
guided by the <ectional interests 

Notes 

1 * Sales Dix Administration in India As Seen 
in Audit , issued by the C and AG of India 
February 1982 

2 Repiort of the Taxation Enquiry Committee 
1981—Pan I Report on Sales Tix Finance 
Department Government of Karnataka 
April 1982 pp 63 65 


environment protection are being met and 
adhered to ' How is it possible to pretend 
that this IS so when the sole authority in 
volved IS the DAE whose very purpose is the 
promotion of nuclear power and when no 
independent body exists to inspect or call 
into question** 

The nuclear establishment has been 
obliged to systematically reduce the levels ot 
radiation exposures stated to be sate Since 
the 1920s ‘permitted levels of exposure to 
radiation have fallen from around 30 terns 
to 3 rems However, the fact is that no level 
of radiation exposure is sate It only takes 
one radioactive atom, one cell and one gene 
to inmate the cancer or mutation cycle Any 
exposure constitutes a serious gamble with 
the mechanisms of life If this fhet could be 
brought home it wilt mean the end of the 
nuclear industry, for it is not possible to run 
the industry without causing radioactivity 
to escape routinely at every stage of the fuel 
cycle. 

The threat of radiation cannot be com 
pared to other threats to life and safety It 
IS tn a different category altogether for its 
effects continue for thousands of years and 
can deform future generations As the 
author so nghtly says we have no right what¬ 
soever to tamper with the mechanisms by 
which life IS handed on 

It IS to be fervtmtiy hoped that such 
studies as this will help to awal«n the pubhe 
to the dangers that ultimately we all, and not 
just the workers of IRE, face 


The Number Game 

Janet Ganguli 
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1. Delenmine precise 
fertiliser needs through 
soil test. 

2. Use hybrki/high 
yielding seeds. 

3. Use water judiciously. 

4. Use seed-cum-fertiliser 
drill for sowii^ and 
fertiliser application. 

5. Remove weeds 

before fertiliser i 

application. t 


points 


6. Protect crops from 
pests and diseues. 

7. Apply fertiliser 
when soil is only 
moist and not wet. 

a Use neem cake 
with Urea. 

9. Af^ fertiliser 
in sprit doses. 

10. Adopt recom¬ 
mended managenient 
practices. 


Use Fertiliser Efficiently Increase Yields Significantly 


Zuari Agro Chemicals Limited. Goa 

Regional Sales OKces Secunderabad, Vijayawada, Bangalore Hubli 
Nagpur, Poona, Zuannagar 
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When people in highly diverse fields 
look for"the lOL mark”, 
what do you think it implies? 


Simply that Indian Oxyoan 
Umitad (lOL) hat acquit 
an anviabla raputation tor 
tha quality of Its products 
and tarvica. In araas far 
bayond only oxygon. 

Industrial gases: applications 

to spur development In vital 
industries 

lOL pioneered the 
manufacture of oxygen, 
nitrogen, argon and dissolved 
acetylene in India. Today lOL’s 
gases have varied applications. 
From wayside welding to 
shipbuilding to INSAT, from 
transportation and 
telecommunication to power and 
mining. The Company not only 
manufactures these gases but 
is unique in providing 
technologies associated with 
their different applications. 
Further, lOL manufactures 
special gases which play a vital 


role in sophisticated industries 
and research. 

A new dimension to metal 
fabrication 

lot offers a comprehensive 
range of welding equipment, 
consumables and accessories 
for customers. All this, along 
with advisory services, 
comprises a total welding 
“package” lOL also offers 
cutting machines to suit every 
industry. From automobile 
manufacture to shipbuilding. 


Cryogenic technology for 
building Infrastructure 
lot's cryogenic plant and 
associated equipment 
manufacturing activity has 
helped build the infrastructure 
for planned development. The 
Company offers complete 
cryogenic plants, and 
engineering, distribution and 
handling systems on a turnkey 
basis, tot was the first to 
manufacture and supply air 
separation units in India. 

Health care: a priority concern 

The Company continues to 
contritNJte to the medical 
profession with an assured 
supply of medical gases, 
anaesthetic equipment and 
equipment for lung functions. As 
well as centralised distribution 
s^^ms through pipelines for 
medical gases and vacuum to 
medical establishments. 
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Your assurance of quality and service 



Indian Oxygen Limited 

A member of The BOC Group 
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Successful small-scale 
mdustrialists. 

Now think big! 



SICOM will help you, in bringing your medium or 
large scale project into reality. All you need is 
a good project idea and promoter's contribution. 


Vour limited financial resources need not 
oe a constraint Come to SICOM with a 
viable project idea and your 
contribution SICOM offers you a helping 
hand If your present unit is located in 
the developing areas of Maharashtra so 
much the better 

The total cost of your new project may be 
anything between Rs 50 lakhs to Rs 300 
lakhs SICOM offers you adequate term 
loan finance and in addition benefits of 
State Government s package scheme of 
incentives and central subsidy scheme 

For eligible technocrats we arrange for 
seed capital thereby reducing their 
contribution towards share capital 


Besides long term financial assistance 
you can avail of the advantages of all the 
special services that SICOM offers from 
Plant Location to Industrial Escort To 
meet the needs of your project in time 

Come, talk to us And see for yourself 
how SICOM can help you 

SICOM gets you going 

e TMl mri IMDUITMAL AMO INVUTNHMT 
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Nim#l istFloor NatmanPomi Bombay400 021 
Tel 2023018 Telex 011 3066 
New Delhi Ofhce Milap Niketen Bahadur Shah 
ZidarMarg New Delhi 110 002 Phone 282321 
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'HE numerous, and rather sensationalised, reports of the existence and 
iperations of a number of ‘private armies’ in some of the districts of south 
lihar have had the effect of diverting attention from the specific cir¬ 
cumstances of individual instances of violence and killing and instead 
presenting these hs part of a general situation of lawlessness brought about 
by the activities of the ‘private armies’. How misleading is this view of the 
mounting violence in these parts of Bihar, and how unjust to the victims 
of the violence, is seen from the killing of at least twenty, and very likely 
many more, landless agricultural labourers by the police in Arwal village 
in Jehanabad subdivision of Gaya district on April 19. Predictably, in a 
statement from Patna, Bihar government’s Inspector-General of Police (Law 
and Order) sought to blend the massacre by the police into the series of 
violent incidents occurring in the area. He, of course, described the killing 
of the poor labourers as an ‘encounter’ between the police and a ‘group 
of Naxalites’ which occurred when the police supposedly intervened to pre¬ 
vent the ‘Naxalites’ from taking revenge for two earlier violent incidents 
in the same Jehanabad subdivision. So there was nothing to it, really. What 
if 20 and more people had lost their lives, it was all part of the sequence 
of killing and counter-killing by armed gangs. Naturally, the Inspector- 
General of Police’s statement has been widely reported by newspapers all 
over the country. 

Other, less publicised, accounts indicate that what really happened in 
Arwal village on April 19 bears no resemblance whatsoever to the account 
presented by the Inspector-GenerdI of Police in Patna. The landless 
labourers whom the police shot down were not preparing to take revenge 
on anyone for anything. They were merely holding a meeting in the village 
to mark what they regarded (mistakenly, as it turned out) as their success 
in reoccupying a small piece of village common land, said to measure no 
more than one-fourth of an acre, on which some of them had built huts 
and had been living but from where they had been recently evicted on the 
orders Of the Bihar government. The government, in its zeal for land reform 
and land redistribution, had decided to pick on this tiny piece of village 
common land, to take it away from the landless poor who had built their 
hovels on it and to hand it over to the family of a functionary of the govern¬ 
ment’s minor irrigation department. (What if this family is said to have 
more than 60 acres of land and in the same village, land redistribution 
must go on.) Encouraged by the Kisan Mazdoor Sangram Samity, an 
organisation of landless labourers and sharecroppers of the area, the 
villagers on April 19 sought to reoccupy their piece of land and demolished 
the boundary wall which the land’s new ‘legal’ occupant had got erected. 
Thereafter the poor villagers assembled for the iilfated meeting. A police 
posse, led by the Superintendent of Police himself from Jehanabad, en¬ 
circled the meeting and, without much further ado, emptied their guns 
on the assembled villagers, easy targets all, chasing and shooting down 
those who attempted to flee. One man in particular, a Bharat Shahu, the 
police made sure of killing, for they had been told that he had led the 
villagers’ attempt to reoccupy their tiny patch of land. 

The poor villagers, it should be clear, were not out to take revenge on 
anyone for anything;, they were only trying to get back a piece of land on 
which they'had been living and which had been suddenly snatched away 
from them; they were not making any other larger point. On the other hand, 
the fury of the polic^ the sheer intensity of their cold-blooded butchery 
cannot certainly be explained in terms of the need to undo the reoccupa¬ 
tion of the piece of land by the villagers; it was the police who were out 
for revenge, to teach the poor of not only Arwal but everywhere, near and 
far, the lesson that they must not raise their heads. What the police did 
in Arwal thus dovetailed perfectly into the purposes and doings of the 
Bhoomi Sena, the Lori Sena and all the other armed gangs of the landlords 
of south Bihar and to rail at the Bihar government for its failure to crack 
down on these gangs is to betray extreme naivety. 
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Science and Technology 


Fancy Labels 


REFURBISHING old imaget and restating 
old goals in the language of the 2tst century 
has been developed into a fine art by the 
Prime Minister. During the five-hour debate 
in the Ix>k Sabha on the demands for grants 
for science and technology the Prime 
Minister reiterated the government’s deter¬ 
mination to give high priority to science and 
technology and visualised “three layers of 
efibrt” necessary to take the country onto 
the road to technological development. 1 he 
three levels have been categorised as ‘mis¬ 
sion’ areas, ‘thrust’ areas and ‘blue sky’ 
areas. Aside from the fancy labelling, the 
approach to science and technology is hardly 

The Seventh Plan document had earlier 
put forward the mission approach to science 
and technology. The objective is to “accom¬ 
plish specified tasks with high visibility’’. 
This is a good pointer to the criteria for 
choice of projects for application of science 
and technology. The Plan has also proposed 
the setting up of an inter-ministerial Mission 
Approval Board as a focal point to approve, 
monitor and co-ordinate these mission tasks. 

The Plan had li.sted 13 missions in science 
and technology which included development 
of oilseeds, use of space technology for 
remote sensing and agro-meteorological 
services especially for eradication of maioi 
diseases, cattle herd improvement, com¬ 
munication technology, voice and visual 
input pattern recognition device, prevention 
of pollution of Cianga, vector control for 
malaria, control of goitre in UP, immuno- 
diagnostics for leprosy, immunological 
approaches to contraception, 1.2 micron 
technology and the solar cell. 

The Prime Minister has now announced 
five projects which have been identified for 
immediate attention. The ‘missions’ are the 
provision of drinking water, self-sufficiency 
in oil-seeds, removing illiteracy, vaccination 
of children and telecommunications. These 
missions are to cater to the backward areas 
and would have a ‘built in accountability’. 
According to the Prime Minister these 
seemingly simple plans require very high 
technology. This is of course very much in 
keeping with the Prime Minister’s outlook 
on development which he elaborated on at 
the Bhasin Awards function “as being 
basically using better technology to give a 
belter life for our people". This short-sighted 
view of development is no doubt very con¬ 
venient. The fact that lack of drinking water, 
inability to vaccinate children or remove 
illiteracy have little to do with the non¬ 
availability of technology ha$,been ignored. 
Although the generation of appropriate 
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technologies which are appropriate and 
accessible to those who need it would con¬ 
tribute to the achievements of these goals, 
the Prime Minister is clearly not thinking 
of thev; Eveiy science policy statement since 
the fiist scieiic<* policy resolution has talked 
of harnessing science and technology to 
social goals. 

However, there is no explanation as to why 
these live have been given high priority. Why 
not, tor instance, eradication of major 
diseases or control of goitre in UP listed in 
the Plan document? The prionlising of 
removal of illiteracy is not surprising. This 
would presumably give full scope to the 
development of the Prime Minister’s pet 
project of school computers, etc. 

The thrust areas would be those directed 
at impioving pioductivity in industry and 
where inaxiimim effort is needed for them 
to benefit the country’s development. 

The blue sky areas arc of course those 
esoteric areas of basic and fundamental 
research which may not yield immediate 
results but would create a “wealth of 
knowledge” ,Vgain there is no indication 
how these areas are to be selected. 

The Seventh Plan has, however, elaborated 
on emphasis being laid on aicas such as 
micio elcctronics, biotechnology, etc, which 
are not only “highly relevant to national 
development” but important from the view¬ 
point of “national security and international 
competitiveness”. Quite obviously, develop¬ 
ment of space applications will have a higher 
priority than, say, depolluting of Ganga 

Moreover, the Seventh Plan has repeatedly 
talked about the need for linkages. It has 
stressed the need to “complete the innova¬ 
tion chain consisting of basic reseaich, 
applied research and design and develop¬ 
ment, prototype generation and so on upto 
the level of production and services”. How¬ 
ever, there is little indication that these 
linkages are being developed. Changing the 
jargon of the science and technology policy 
and programmes fools nobody but the 
Prime Minister and management experts. 

Family Planning 


Dangers of (Phasing Targets 


THE new campaign to ‘re-energise’ the 
family planning programme is acquiring 
ominous ovci tones. .An announcement from 
the Ministrv of Health informs us that 
family planning taigets have been revised 
upwards on the basis of the ‘encouraging’ 
reports from several states on the success of 
the programme. The targets for this year arc 
eight million stcrilsations. four million 
lUDs, 20 million users of conventional con¬ 
traceptives and two million oral pill uses. 


The target for sterilisation is nearly one-and- 
a-half times last year’s and there is to be a 
twenty-fold increase in the number of pill 
users. These ambitious targets completely 
ignore the several distressing reports from 
a number of states on health disasters which 
have occurred in the course of ill-considered 
and callous efforts to pursue and achieve 
family planning targets. 

Criticism of the target approach in the 
family planning programmes has come from 
all quarters. For one thing, the setting of 
targets and the subsequent pressure put on 
officials at all levels to achieve these targets 
have led to the discarding of every norm of 
ethical medical practice. Basic precautions 
and hygienic practices to be observed have 
been neglected. In Tamil Nadu, which is one 
of the high-achicvers in family planning, the 
over-realisation of targets in sterilisation has 
come in for criticism from the Comptroller 
and Auditor General of India m his report 
of 1983 84. The tcpoit has pointed out that 
although Central government guidelines 
have stipulated that only 100 lupaioscoplc 
operations should be conducted per doctor 
pci day, the actual figure in Tamil Nadu m 
many cases has been as high as 300 or more. 

1 his only means that essential pre-operative 
piacticcs such as propei sterilisation of 
equipment, etc, arc not being followed. The 
Indian Association of Gynaecological 
Fmloscopists h.isc consistently maintained 
that lapaioscopes arc being used in- 
discriininately, especially id sterilisation 
camps which are organised in the drive to 
achiesc targets. The Association has also 
cautioned against the indiscriminate use of 
the laparoscopic procedure by inadequately 
ttained doctors. Complications arising out 
of these surgical procedures, because they 
are not noticed immediately after the opera¬ 
tion, may not even be recorded as resulting 
from the laparoscopic operations. 

Interestingly, even the Health Secretary of 
Maharashtra has in a letter to the medical 
officers of the state said that a “mere craze 
for fulfilling targets at any cost, especially 
by reporting false figures or substandard 
quality performance, renders the credibility 
of the department itself in doubt”. This 
attitude has been prompted by Maharashtra’s 
experience of the target-oriented approach 
which has proved to be ‘counter-productive’, 
having led to ‘excessive persuasion and 
coeicion' which has in turn generated 
negative attitudes to family planning. 

it must also be stressed that the upward 
revision of family planning targets will 
mostly affect women. In 1983-84 out of 4.S3 
million sterilisation operations performed, 
tubectomies numbered 3.87 mi4ion; in qther 
words, more than 85 per cent Of sterilisation 
operations were carried out on women. The 
proposed 20-fold increase in the target for 
pill users in 1986-87 is also disturbing given 


714 



ECONOMIC AND POLITICAL WEEKLY 


April 26, 1966 


the fan that the pill has been associated with 
cancer and other long term problems, in 
eluding infertility 

The method-specific target approach also 
encourages doctors and health workers to 
push certain methods and to deliberately 
suppress information about the availability 
of other methods With high targets being 
set for pillusers and sterilisation, these are 
the two methods which are likely to be 
pushed, with all the accompanying dis 
advantages and health problems 

For the first time since its inception the 
family planning programme has allocated a 
big chunk of the budget, Rs 20 crore, for 
advertising and promotion campaigns to be 
earned out by leading commeicial advertis 
mg agencies Although the stated aim of the 
advertising campaign is to promote all the 
measures which will contribute to a lowci 
fertility rate including lowering the age of 
marriage, etc, it would not be surprising il 
the campaign lays emphasis on methods to 
suit the government's targets and the 
pharmaceutical companies 

Even as these ellorts to ‘re energise the 
family planning programme are getting 
under way, a heartening bit of news comes 
from West Bengal The state government has 
reportedly ‘aborted ICMR s attempts to 
initiate a clinical trial programme of the 
potentially hazardous injectable contra 
ceptives in the s'ate This is indeed com 
mendable and it is to be seen wTiethcr at least 
the other non C ongiess(l) states will regaid 
this as a piecedent 


Maharashtra 


Politics of Water 


SIX weeks after taking over as Chief Minister, 
Shankarrao B Chavan conveys the tmpres 
Sion that his government intends to impart 
an efficient adnunistiation to the state and 
tackle the drought besetting the countryside. 

There IS no doubt that the ftequent changes 
in the chief mmisia'’s office since 197S, when 
V P Naik’s long tenure of II yean ended, 
has adversely affected the administrative 
machinery, iqiait from providing the grounds 
for the emergence of factional pobtics withm 
the ruling party The last reflection of this 
was the pobticking indulged in by the so- 
called ‘sugar lobby’ headed by Vasantrao 
Patll to block S B Chavan’s appointment as 
chief minister after Shivajirao Patti* 
Nilangekar's forced resignation 

For the time being at least, the chief 
mmister has effecUvdy kept the sugar lobby 
silent and at bay. both by his exclusion pf 
key Vasantrao supporten from his cabmet 
aiid the open supp^ of Shgrad nrear’s not 
inconsiderable ’group of MLAs, notwith¬ 


standing their role as opposition in the 
legislature. 

By all accounts, the chief minister is using 
the elbow room afforded him by the current 
popularity wave to extent and entrench his 
base of support, espeaally in the rural areas 
His stated mtentions of tackbng the drought 
and severe shortage of drinking water and 
the expression of shock at the rampant cor 
ruption m the Elmpluyment Gurantee Scheme 
in drought prone areas are indicative of a 
concern that the elections are not far off 
Any exhibiuon of mcapaaty to deal with the 
situation may well undermine the mandate 
of support that he now enjoys, a danger that 
Sharad Pawar obliquely iunted at before 
declanng support for the new government 

It IS this concern that prompted him to 
tour the drought affected districts of Pune, 
Ahmednagar Nasik and Aurangabad to see 
for himself the impact of the worst drought 
that Maharashtra is expenencing since 
1972 71 

One of the outcomes of his tours and 
meetings with MLAs, MPs, Zilla Parishad 
chiefs and ‘peoples representatives’ was the 
idea of setting up a committee to chalk out 
a long term policy concerning the chromcal 
ly drought-prone tract in the state. Chavan 
IS reported to have suggested that this com 
mittee would survey the areas and suggest 
measures for a permanent solution to the 
problem of recurring scarcity conditions 

Easier said than done, for it is a well 
known fact that drought in Maharashtra is, 
to a large extent, a man made calamity con 
sequent on the skewed pattern of irrigation 
in favour of certain areas and crops, notably 
parts of Western Maharashtra and sugar 
cane It is also a well known pn^sition that 
sugarcane cultivation consumes ten times the 
water needed by coarse grain cultivation As 
a result foodgrain production in the state, 
especially production of coarse cereals, the 
staple diet of the rural and urban poor, has 
not fared well over the years and is always 
the first victim of fluctuating rainfall 

Significantly and perhaps in recognition 
of the widespread acceptance of the in 
equitous water distribution, the chief 
minister recently disclosed the government’s 
intention of undertaking imgation projects 
that would provide water to dry lands for 
eight months of the year, as a step away from 
the usual pattern of providmg perennial 
irrigation for sugarcane. He was, however, 
cautious to note that the existing supply of 
perenmaJ irrigauon for sugarcane would not 
be curtailed or diverted 

By deciding in favour of more irrigation 
facilities for drought-prone areas and dry 
land farming and cnticising the current ex 
elusiveness of water supply to a 'class of 
farmers’, Chavan is contmuing his role as an 
adversary of the 'sugar lobby’ But intentions 
and stalonents of plans may go awry as the 
given class relations in the countryside and 
the pohtics of water distnbution queer the 


puch GeographicaUy, the distncts of western 
Maharashtra have the highest density of ir 
rigation and yet parts of them are chromcal 
ly drought prone Not surprisingly, the ir 
rigated areas also constitute *he ‘sugar belt’ 
and the base for poetical hegemony in the 
state 

In the the final analysis then any sub¬ 
stance to the contention now abroad that the 
chief minister is anti‘sugar lobby’ will only 
be found in the capacity to break this 
hegemony by diverting resources for irriga¬ 
tion to the dry land areas, an attempt that 
no previous cluef minister was willing or able 
to undertake with any perceptible degree of 


Capital Flight 


Cause and Effect 


WHEN Ferdinand Marcos fled his country, 
no one knew bow much he had stolen from 
the country he had ruled for over twenty 
years That he and his family had been steal¬ 
ing substantial sums and inycsting them 
abroad was known for some years A US 
Congressional panel had identified real 
estate in New York city which the Marcoses 
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owned. There was (dso the unsubstantiated, 
but widely believed, news of the Swiss bank 
account of $ 800 million. Still, not even the 
wildest of rumours added up to a figure 
of more than a couple of billion dollars. 
"Marcos might be a thief. But there are big¬ 
ger thiefs", they would say. 

Now, it turns out that Marcoses could 
have spirited out of their country not on^ 
not two but ten billion US dollars—which 
is as large as the total outstanding public 
debt of the Philippines at the end of 1983—, 
leaving far behind Mobutu of Zaire (with 
estimated wealth abroad of $ S billion) and 
Suharto of Indonesia (with estiniated foreign 
investments including bank deposits of $ 3 
billion). Of course, both Mobutu and Suharto 
are very much in power and might well beat 
Marcos in this game before they flee their 
countrie.s. 

One of the problems that have attracted 
considerable notice in recent years is that of 
capital flight. The World Bank’s “World 
Dmiopment Report, 1985” noted how 
in countries like Argentina, Mexico and 
Venezuela the capital flight was massive and 
that as a result “effectively, much of the 
money being borrowed from abroad was 
funneled straight out again”. 

For the World Bank, “an overvalued ex¬ 
changed—and the anticipation of a sharp 
coneaion—is the most common and impor¬ 
tant cause” of capital flight. Does it ever oc¬ 
cur to the pundits in an institution like this 
that funds may well be ferreted out of a 
country even when its currency is not over¬ 
valued? A Marcos would take funds out of 
his country and amass them abroad for the 
day, which must one day come, when he is 
pushed out of power and when he wants to 
live far out of the reach of his country’s law. 

Whatever means private residents, indivi¬ 
duals, companies or other entites, of a coun¬ 
try adopt to accommodate funds or wealth 
abroad—usually, it is in the form of under¬ 
invoicing of exports and over-invoicing of 
imports—the main route government of¬ 
ficials take to steal funds and accumulate 
them outside of their country is the one pro¬ 
vided by foreign contractors, corporate and 
'Son-corporate. That is how the Marcoses 
Tniilt up their fortune abroad. They took a 
' cut on all foreign funded projects. Westing- 
house is supposed to have given a cut of 
$ 80 million to the Marcoses, through an 
agent of course, on a nuclear power plant 
which was to cost originally over one billion 
dollars but is now to cost close to two billion 
dollars. Not toi nothing was Imelda Marcos 
nicknamed among the foreign companies, 
with dealings in the Philippines as “Mrs len 
Percent”. 

Tb suggest, however, that Marcoses or for 
that matter Mobutu and Suharto are excep 
tions would be a gross mistake Political cor¬ 
ruption of this type prevails on a veiy wide 
scale li picvdils in I atm America, m Africa 
and in Asia. And it is almost always tied up 
with projecu contracted to foreign firms. Sa 
could it not be that capital flight through 
political corruption and foreign contracting 
of projects are directly related? But would 


an institution like the World Bank even pose 
the issue in this form? Posed thus, the need 
might then arise to reUiink the pet old theory 
that it is overvaluaUon of the currency alone 
that leads people to seek ways and means 
of transferring funds abroad in the hope of 


BUSINESS 


THE more recent developments in the 
vegetable oils market scene have brought into 
sharp focus the hazards involved in asses¬ 
sing the demand-supply equation and the 
likely behaviour of prices. It is not merely 
that crop estimates have to be revised from 
time to time in the light of the changes in 
weather conditions till the harvest time but 
also because of the gross inadequacies in the 
crop information system which reduce crop 
estimates to sheer guesstimates. Frequent 
revision of crop estimates is a global pheno¬ 
menon as changes in the unpredictable 
weather have an important bearing on the 
final outturn of the crop. In India, the pro¬ 
blem is further compounded by the serious 
deficiencies m the system of collecting in- 
foimation about the progress of the crop. 

C onditions currently obtaining in the 
vegetable oils market are altogether different 
from those which prevailed until about the 
end of February. The market which had 
remained distinctly subdued all along has 
been ruling distinctly firm of late. The failure 
of the major kharif groundnut crop, parti¬ 
cularly in Gujarat which normally accounts 
for nearly 30 per cent of the country’s total 
groundnut production made little impact on 
the market either in terms of the flow of oil 
supply or prices during the earlier part of 
the season. Nor did the reduction in the 
allocation of imported oils to the vanaspati 
industry have any noticeable effect on the 
market. The fag-end of the season for 
rape/mustard oil had hardly any effect on 
the flow of its supply. 

The vegetable oils market scenario has 
undergone a profound change since the 
beginning of March. Edible oil prices have 
been inclined upward and the rise in prices, 
especially of oils consumed by the vanaspati 
industry, has indeed been very sharp. Com¬ 
paring the spot quotations for different oils 
in Bombay on April 18 with those at the end 
of Fbbniao', cottonseed oil is up by Rs 2,(X)0 
a tonne, edible rice bran oil by Rs 3,0(X), 
rape/mustard oil (expeller) by Rs 1,700, soy¬ 
bean oil by Rs 1,600, sesame oil by Rs 1,500, 
kardi oil by Rs 1,300 and mahuva oil by 
Rs 900. Groundnut oil which has a demand- 
supply equation of its own has become 
costiier by Rs g(X) a tonne (unreflned oil). 
Since April alone, edible oil prices have risen 
by Rs 500 to Rs 800 a tonne. No less signi¬ 
ficant than the rise in price:, is the change 
in the general market psychology 

Several factors have contnbuted in varying 
measure to the recent upsurge in edible 'ui 
prices. Unquestionably, the most important 


making a killing tomorrow when die cuneo- 
cy must be devalued. Instal an impres¬ 
sionable poUtical leadership, force on it 
foreign contracting and see what follows. 
Then you will know what is the cause and 
what the effect. 


factor is the drastic revision of the earlier 
estimates of the rape/mustard crop which 
constitutes the second largest source of 
indigenous oil supply. The 7th all-India con¬ 
vention of the oilseeds trade hdd in Calcutta 
on April 6 has placed the rape/mustard crop 
(including toria) at 28 lakh tonnes which is 
not only substantially lower than the earlier 
forecasts ranging upto 40 lakh tonnes but 
is also lower than the 1984-85 crop of 30.30 
lakh tonnes. 4JI calculations about the 
overall indigenous oil supply this season 
have thus gone completely haywire. Until 
about the middle of February, forecasts of 
a bumber rape/mustard crop had given rise 
to fears of rape/mustard seed prices declin¬ 
ing below the official support prices. The 
government’s decision permitting the vanas¬ 
pati industry to use domestic expelier 
rape/mustard oM to the extent of 30 per cent 
in addition to 10 per cent solvent extracted 
oil had hardly any noticeable effect on 
prices. The crop estimate put up at the 
Calcutta convention indicates that the 
damage to the rape/mustard crop because 
of unfavourable weather conditions and the 
hailstorm in the major producing areas in 
the north has been far more severe than 
estimated earlier. Thking the kharif and rabi 
crops together, the total oilseeds production 
m the current season is now expected to be 
20 lakh to 25 lakh tonnes less than the 
1984-85 figure of 130.99 lakh tonnes. The 
target for 1985-86 had been fixed at 145 lakh 
tonnes. Since the shortfall is accounted for 
mainly by the high oil yielding crops— 
groundnut and rape/mustard—the total 
edible oil supply is likely to be about 8 lakh 
tonnes less than in 1984-85, increased sup|riy 
of other oils—cottonseed, soybean and rice 
bran—notwithstanding. Larger carryovers 
from the pievious season will help offset the 
shortfall in the current season’s supply to 
some extent. 

The anticipated shortfall in indigenous 
supply based on the estimates mooted at the 
Calcutta convention and official pronounce¬ 
ments rdlterating earlier intentions to restrict 
edible oil imports during the current season 
to 10 lakh tonnes have imparted a new 
dimension to the bullish sentiment created 
by the package of flscal incentives designed 
speciflcally to enemutage the usage of non- 
traditional and minor oils. The idantlon 
of credit control exempUng cottopseed and 
cottonseed oil from aU provisions of selec¬ 
tive credit controls and reducing minimum 
iiiaigins on oilseeds and vegetslik oBt team 
the board by 15 per cent has also aided dw 


No Escape from Edible Oil Imports 
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market sentiment as it would make it pos 
sible for the trade and industry to hold larger 
stocks of Oilseeds and oils, the more so, 
because of the sigmficant change in market 
psychology Until recently, the trade and 
industry had been operating on the basts of 
minimum stocks The seasonal factor— 
April IS to June 1^ is considered an auspi 
Clous period for marriages—is also favour 
able for increased demand Then comes the 
lean period for the indigenous supply of 
vegetable oils, Ihe marketing of the labi 
kiilseeds having passed its peak 

Going by the current reckoning of the 
demand supply equation, edible oil prices 
can be eipected to display a further harden 
mg tendency Ihe rise in prices does not 
however, need to be viewed with any serious 
concern Oilseeds and oil prices have remain 
ed distinctly subdued over the past two years 
Unlike the prices of other primary articles 
—foodgrains, pulses, truits and vegetables 
milk and milk products and eggs, fish, meat, 
etc, the prices of oilseeds/oils are lower than 
those a year and two years ago There has 
been no dearth of official statements 
emphasising the need for ensuring more 
remunerative prices for growers foi stepping 
up oilseeds production The demand supply 
gap in vegetable oils has been increasing over 
the years, necessitating massive imports of 
edible oils involving huge expenditure of 
foreign exchange The per capita consump 
tion of edible oils in India is less than half 
of the world average and one fourth of the 
per capita consumption m developed 
countries 

The Deputy Director General of the 
Indian Council of Agricultural Research, 
V M Rao stated the other day, presumably 
in response to the offer by a US firm in 
regard to a new plant and associated 
technology, that India can become self 
sufficient m oilseeds within three years and 
that too without any outside help He said 
that “we have the technology and crop 
varieties and that it is mainly a question of 
taking these to farmers” But what is one to 
make of Union Agriculture Minister Buta 
Singh’s sutement at the ICAR’s annual 
meeting that a technology mission had 
recently been appointed to increase oilseeds 
production in the next few years at a pace 
which would obviate the necessity of spen 
ding precious foreign exchange on import of 
edible oils? Interestingly enough, the Seventh 
Plan envisages fairly substantial fomgn 
exchange expenditure even for 1989-90 
What needs to be done to boost oilseeds pro 
duction IS common knowledge The pro 
blem hes in gethng the things done 

This piece would not seem complete 
without a mention of the government’s 
decision increasing with effect from April 
the supply of imported oils to the vanaspati 
industry from 30 per cent to 40 per cent at 
Rs 11,S00 a tonne and optional 10 per cent 
supply at Rs 13,000 a tonne Now that there 


IS no control over the price of vanaspati and 
the industry has also been offered sub 
stantial excise dutv ■■elicf (iipio Rs 1 000 i 
tonne) linked with the usage of non 
traditional and minor oils, there is no 
justification whatsoever for supplying 
imported oils to the industry at the conces 
sional price of Rs ll.iOO a tonne which is 
substantially below the ruling prices ot 
indigenous oils This is a good illustration 
ol the wasteful use ol scarce foreign ex 
change resources New Delhi’s policy in 
regard to the pricing and allocation ol im 
ported oils to the vanaspati industry is a 
measure of the influence the vanaspati lobby 
commands with the concerned authorities 

Electronics 


Pleasing the ( onsumer 


THE electronic equipment and componcris 
industry has registered a substantial growth 
in 198S, according to the annual report of 
the Departmciit of Llectronics for 198S 86 
The ’otal value ot electronic equipment pro 
duced in 198^ has been estimat^ at Rs 2,660 
cron as compaied to Rs 1,890 crore in 1984 
and Rs 1,360 crore in 1983 Thus the growth 
rate achieved in 198^ works out to nearly 41 
per cent as against 39 per cent achieved in 
the previous year 1 he report states that since 
there was a substantial fall in the prices ot 
Items like computers and some of the con 
sumer electronic products, the growth of the 
industry in physical terms would work out 
to be still higher 

Among the different sectors of the elec 
ironies industry, the consumer electronics 
sector recorded the highest growth of 75 5 
per cent The value of output of consumer 
electronics increased from Rs 587 crore m 
1984 to Rs 1,030 crore in 1985 This growth 
was aided a significant increase in the 
production of TV receivers (both mono 
chrome and colour), radio and tape re 
corders The production of black and white 
TV sets increased in 1985 to 18 lakh from 
10 lakh in 1984 and that of colour TV sets 
increased to 6 6 lakh from 2 8 lakh over the 
same period The production of tape re 
corders increased from 12 2 lakh in 1984 to 
20 lakh in 1985 The high growth in the TV 
receiver industry has been largely due to the 
various measures taken by the government 
Now companies with foreign equity not ex 
ceeding 40 per cent are also eligible to be 
considered for TV receiver manufacture sub 
ject to the condition that they will have to 
supply not less than 25 per cent of their pro 
duction in kit form to small scale units for 
five years from the date such compames 
commence production of TV sets 

The communication and broadcasting 
sector achieved a growth of 18 per cent with 
the value of production going up from 
Rs 320 S crore in 1984 to Rs 380 crore in 
1M5 With the new projects imtiated during 


the last few years haviAg started production, 
ihe output of this sector is expected to show 
a much higher growth in 1986 and 1987 

Aerospace and defence electronics re 
gisiercd ail increase of 31 5 per cent with the 
value of output reaclung Rs 196 crore m 1985 
horn Rs 149 i.rore m 1984 The value of out 
put of process control and industrial elec 
Ironies lose by 20 6 pei cent in 1985 

In the area of computet systems, the value 
of output increased from Rs 92 crore in 1984 
to Rs 135 crore in 1985, a growth of 68 5 per 
cent Since the announcement of the new 
computer pohey, there has been some reduc 
tioii m the prices of indigenously manufac¬ 
tured computers In terms of numbers, pro¬ 
duction of mini/micro systems increased 
from 2,000 in 1984 to 3,000 to 5 500 in 1985, 
thus recording a growth of 130 per cent in 
physical terms 

The giowth ot production of consumer 
electronics has provided an impetus to the 
components sector I he production of black 
and white IV picture tubes, for instance, 
increased from 8 I lakh m 1984 to 14 5 lakh 
in 1985 i growth ol about 80 per cent 
Howcvir t'lc growth in the sc mi conduaor 
sector has been much smaller than the 
ovtrall giowth in demand 

The total value ol output of electronic 
components increased to Rs 410 crore in 
1983 fioni Rs 303 crore in 1984 thus register 
ing a growth of 35 3 per cent Items like 
black and white picture tubes, integrated 
circuits audio magnetic tapes etc recorded 
impressive growth However, in colour TV 
sets, the import content was high, with about 
80 per cent of the components being im 
ported /\ highlight of 1985 is claimed to be 
the large scale investments committed for 
the indigenous pioduction of colour picture 
tubes Progress has also been made in respect 
of other components of colour TV 

The component sector was dehcensed in 
March 1985 with the intention of attracting 
large investments Efforts arc also being 
made to reduce input costs so that com 
ponents could be produced at near inter 
national prices To expedite clearance of 
project proposals by financial institutions, 
a Working Group has been set up with 
representatives of the Departments of Mec 
tronics and Industrial Development and the 
Industrial Development Hank of India 

The report has not given the export 
earnings of the industry though n states that 
exports are being accorded the highest 
perionty by the government Electronics has 
been identified as one of the areas having 
a large potential for exports An ambitious 
export target of Rs 1,000 crore has been fixed 
for the terminal year of the Seventh Plan 
According to the Plan, Rs 300 crore would 
be earned from export of computer software 
and Rs 200 crore trom systems engineering 
and consultancy services The rest would 
come from export of equipment and com¬ 
ponents 
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LETTER TO EDITOR 


Sakarwadi Tragedy 


THE explosion of the acetaldehyde tank in 
Somayya Organic Chemicals (hereafter 
SOC) at Sakarwadi, Abniednagar district, 
on December 19,1985, with 12 people burnt 
tQ death and nearly 80 people left with 
serious burn injuries, forewarns about the 
impending danger facing rural Maharashtra 
today and in years to come. The SOC with 
an installed capacity of 3,000 tonnes of 
acetic acid per year, was started in 1960 as 
an allied industry to the Godavari Sugar 
Mills Ltd owned by the Somayya Group of 
Industnes. Acetaldehyde, the intermediary 
product in the manufacture of acetic acid 
from ethyl alcohol, is stored in four tanks 
each with a capacity of 20 metric tonnes. 
One of the tanks, which was said to be par¬ 
tially Filled, exploded on that day at around 
4.45 pm. 

The Sakarwadi explosion once again 
reminds us that the issues ihat have emerged 
out of the Bhopal and Delhi gas-leakage 
tragedies are ail the most significant and 
may take an even more alarming turn in the 
context of the situation in rural Maharashtra 

Though official factory/government ex¬ 
planations about the cause of the accident 
have so far not been mooted, they tend to 
be evasive whenever offered informally by 
the higher-ups in the factory. The available 
evidence conclusively suggests that there had 
been criminal negligence on the part of the 
authorities and gross mismanagement in the 
running of the factory. There are reports that 
the gas let out through the safety valve of 
the tank was not neutralised, but allowed to 
form an explosive mixture with air, that the 
cooling system had failed for about six hours 
resulting in increasing the pressure in the 
tank and that faulty earthing of the tank 
caused sparking which led to the explosion 
of the tank The evidence further indicates 
that the whole control system was in total 
disarray. To make the situation worse, an 
ethyl acetate plant was being erected in the 
congested factory piemisos very dose to the 
exploded tank. 

Why was this tank being erected so close 
to the four tanks which were already there? 
Were enough safety precautions and proper 
expert advice taken before putting up that 
tank in the congested premises of the 
factory? These are some of the questions 
which have not yet been answered satisfac¬ 
torily. The removal of the shade over the 
acetaldehyde tanks, to facilitate the erection 
of the ethyl acetate plant, was another ill- 
thought-out decision by the factory manage¬ 
ment. The tanks were thus not only left ex¬ 
posed to the vageries of weather, but also 
the gas escaping through the safety valve was 


allowed to spread out in the forming ex¬ 
plosive mixture 

The explosion in the distillation column 
in September 1978, when one worker was 
killed and several others were wounded 
substantiates negatively the tall claim made 
by the factory Manager, P K R Nair, that 
the SOC had a perfect safety record. The 
previous incident also exemplified the 
callousness and total apathy of both the 
SO< management and the law-enforcing 
authorities. When the management succeed¬ 
ed in pushing the 1978 incident under the 
carpet, the law enforcing authorities quietly 
evaded the burden of looking into the causes 
of that explosion and did not insist on the 
updating of the safety measures which SOC 
needed badly 

The medical treatment of the patients has 
become complicated since most of the 
injured workers where kept at the local 
hospital and were not sent to the district 
hospital for fuither investigation and better 
treatment. The fartory either did not possess 
an effective warning system or it failed to 
work when needed The workers and the 
people living around were not warned about 
the hazards of the chemicals used, stored 
and manufactured in the factory premises. 
There were no sign-boards to that effect 
anywhere in the factory. Moreover, it is now 
revealed that the factory did not have a 
safety officer. 

The Sakarwadi explosion has revealed 
again that our legal system is not adequate 
to cope with the situation. This is exempli¬ 
fied by the fact that the present industrial 
legislation in this regard provides no more 
than three months' imprisonment or a fine 
of Rs 500 in lieu of it in the cases of those 
found negligent towards their duties. This 
shows how our formal but fragile legal 
system mocks at precious human life in this 
country. The real culprits in the Sakarwadi 
incident remain unapprehended to this day. 

It is surprising that neither the press and 
other mass media, nor the conscientious 
public has given the attention to Sakarwadi 
tragedy that it deserves and serious discus¬ 
sion on the issues emerging out of such ac¬ 
cidents and explosions for rural India in 
general and rural Maharashtra in particular 
IS yet to be initiated. We also feel concern¬ 
ed that as in the case of previous incidents 
of gas leakages, in this case also there is a 
systematic attempt to suppress facts and in¬ 
formation by the government. 

Nearly SOO families of the workers of 
Sakarwadi factory are now in a pitiable con¬ 
dition as they are without work and pay 
since the factory has been closed down in¬ 
definitely. The workers who died or have suf¬ 


fered serious injuries deserve adequate com¬ 
pensation rather than the ex-gntia pittance 
that is being offered by the managonent. 
The Sakhar Kamgv Sabha is the sole union 
representing the worken in Sakharwadi. It 
is upto the union to safeguard the interests 
of the workers, but intriguingly enough 
union leaders have not taken up the cause 
of the victims as well as the issues raised by 
the Sakarwadi incident with the earnestness 
that they deserve. 

Associated with the growth of sugar 
economy in Maharashtra, a large number of 
sugar factories and ancillaries are coming 
up. With the number of sugar factories at 
79, distillaries at 28 and chemicals plants at 
about 10 and still more and similar an- 
cillaries being liberally licensed, we fear that 
rural Maharashtra is on the verge of a health 
and environmental disaster Hence, we re¬ 
quest immediate action in the following 
areas: (i) a comprehensive policy on in¬ 
dustrial safety, pollution control and other 
environmental issues should be formulated 
and its effective implementation taken care 
of; (li) a people-oriented, rather than profit- 
oriented, industrial licensing policy and in¬ 
dustrial location policy should be envisag¬ 
ed, formulated and implemented; (iii) for¬ 
mulation of a comprehensive legal system 
which can tackle the emerging issues such 
as adequate compensation to the victims and 
severe penalty to the guilty: (iv) a ban on the 
manufacture, storage and transportation of 
hazardous chemicals beyond approved 
capacities and strict vigilance of the actions 
of factories in this matter. 

We express our solidarity and concern 
with the victims' families and affected peo¬ 
ple and strongly demand that (i) a full- 
fledged judicial inquiry be conducted and 
Its report published as soon as possible; (ii) 
that it is ensured that evidences are not 
allowed to be tampered with; (iii) that the 
victims be adequately* compensated, and 
rehabilitated gainfully with proper health 
care facilities without any further delay; and 
(iv) that the factory is not permitted to 
resume production until necessary safety ar¬ 
rangements are made. 

Past experience forbids us to be optimistic 
that the government will take prompt action 
in this matter. It is, therefore, much more 
imperative and urgent that people should be 
vigilant over the dangers involved in 
unscrupulous industrialisation, create public 
opinion against it and mobilise themselves 
so that tragedies like Sakarwadi will not hap¬ 
pen anywhere in Maharashtra, or in Inttia 
at large, in future. 

A R DESAI, D N Dhanaqare, 
Ram Barst, G S Kamat, Ashok Kamat, 
meena Katdare, John J, H P Shinde. 

ajit Muricken, sujeet patwardhan 
P une 
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CAPITAL VIEW 


No Integration without Integrity 

Romesh Thapar 


THERE IS a sense of satisfaction, at least 
beyond the Arun Nehru sphere of influence, 
that Rajiv Gandhi is beginning to listen to 
the Opposition and consult with it. The 
rather outspoken interventions in the recent 
meeting of that jelly-like body known as the 
National Integration Council should have 
convinced our young Prime Minister that he 
was terribly misled when dismissing the 
Opposition as anti-national. 

Apart from Bhajan Lai’s outburst about 
the Sikhs “who wouldn’t be satisfied with 
ten Chandigarh”, properly rebuffed by 
Barnala who wondered what his public 
speeches must sound like if this was his 
thrust at a serious private meeting, and the 
stony silence of Arun Nehru (forever pass¬ 
ing chits to Bhajan Lai) matched by the con¬ 
fusion of Bahuguna who no longer knows 
what he believes in, a consensus on Punjab’s 
crises developed. It will be needed until more 
fundamental problems are dealt with. 

The thoughtful intervention by R K Hegde 
about the need to separate religion and 
politics and his reference to the exploitation 
of monsters in spiritual garb raised a basic 
issue. It has to be fought for. An example 
has to be set, particularly by those who rule. 
Then, again, Hegde urged political parties 
to stop their interference with the police and 
intelligence machinery. This manipulation, 
backed by corruption, has destroyed the law- 
and-order system. It was a well-rounded 
statement, even catling for a public acknow¬ 
ledgement by politicians of mistakes made 
and highlighted the responsibility of those 
who exercise power 

The summing up by the PM, and the deci 
sion to entrust the press briefing to non¬ 
officials or persons acceptable to the Home 
Ministry (you know, G Parthasarathy and 
Aruna Asaf Ah!), emphasised a changing 
style. The interval between meetings is of 
course too long, and particularly when a na¬ 
tional consultation is needed on several ex¬ 
plosive questions. A concentration on Punjab 
should not make us forgetful of the suspi¬ 
cions and angers wc have sparked—or 
engineered?—within the Muslim communi¬ 
ty, and the ‘fundamentalism’ very visible 
among the Hindus. 

Judging from the manner in which our 
newspapers splash every terrorist killing, you 
would think that people who should know 
better imagine that the problem can be 
resolved in a few days by para military ac¬ 
tion. Nothing could be mote fanciful. A 
handful of killers, and there should be some 
1,500 hard core activists at the moment, 
could play a deadly hide-and-seek for a long 


time. Terrorism will only lose its capacities 
when it has been isolated, denied succour. 
This is the task of political management. 

The decisions taken at the meeting of the 
National Integration Council are designed 
largely to counter the insurgency, but the 
people of Punjab will probably be convinc¬ 
ed that political factionalism within the 
Akali leadership and the divide between the 
Centre and the state are being tackled with 
greater energy. In other words, the Union 
Home Ministry might yet become more con¬ 
scious of its true responsibilities in Punjab 
and the neighbouring states. 

It is necessary to keep stressing the inter¬ 
relationships of so many developments 
because they are ignored for some strange 
reason. The encouragement given to Bhajan 
Lai who, in turn, is ridden over by Devi Lai. 
The false theorising about Haryana’s de¬ 
mands when the people are only interested 
in water. And the neglect of the wider 
ramifications—in Kashmir, for instance. 
Something is rotten in the Union Home 
Ministry. Even the Mishra Commission in¬ 
vestigating the post-assassination massacre 
of 1984 is becoming a non-starter. Why is 
the media silent’ 

Unless the critical interventions in the Na¬ 
tional Integration Council are carefully 
studied in the Home Ministry, we will damage 
and blunt the initiatives that are planned to 
isolate the terrorist killers who apparently 
don't seem to know much about their 
religion or the issues they chatter about. 
Even such creatures can become ‘leaders’ if 
conspiratorial thinking prevails in the Home 
Ministry. 

Frankly, with Arun Nehru in uncontroll¬ 
ed sway in the Home Ministry, and able to 
override a confused Narasimha Rao who is 
his ‘ofriciating’ minister, there are valid fears 
that effective policy will not emerge at any 
integrated level. The lack of consistency 
heightens the feeling that commitments are 
transient, conditioned or altered by oppor¬ 
tunist gambits within the coterie around the 
PM. 

The failure to appoint a Horae Minister 
who would be able to pull his weight in the 
party, and to keep Arun Nehru on a tight 
leash, is one of the glaring failures of Rajiv 
Gandhi’s present position. Admittedly, there 
is a severe shortage of experienced talent, 
and particularly after the Madhya Pradesh 
hooch scandals which envelop Arjun Singh, 
but Narasimha Rao certainly docs not send 
out the vibrations the ruling party expects. 

Against this background, a great deal is 


expected of the National Integration Coun¬ 
cil. If it had given itself some on-going tasks, 
the response to its first meeting would have 
been more enthusiastic For example, it could 
have set itself the task of laying down man¬ 
dates for the maintenance and management 
of places of worship. So much has to be 
done to insulate these places of worship 
from a variety of mischievous activities, par¬ 
ticularly the moves of those who nourish on 
communal collisions. Such work assists the 
building of trust and good behaviour among 
our diverse people now sought to be divid¬ 
ed by tribalistic thinking 

Even discussions on evolving a common 
civil code which would embody the best 
practices prevalent among the various com¬ 
munities have to be attempted—that is, if 
we are determined to curb the influence of 
the so-called ‘fundamentalists'. So long as 
the Hindu community is open to reform and 
discipline, the other communities will res¬ 
pond to modernising influences within the 
ambit of our democratic constitution. We 
cannot drift with the religious mumbo- 
jumbo of those who would take us back to 
the practice of distant centuries. 

The integration of a nation, or its matur¬ 
ing, is based on strengthening those in¬ 
fluences which dissolve tribal, casteist and 
communal feelings, influences which teach 
us to take a perceptive view of the historical 
processes, and which divert our growing con¬ 
sciousness into channels of enlightened na¬ 
tionhood. Over these past 40 years, our 
neglects have surfaced to take us back to 
unenlightened times. And few speak in terms 
of a meaningful modernisation, only of 
empty five-star ambitions. 

If the National Integration Council is a 
step towards the formation of a permanent 
Inter-State Council, as envisaged in the Con¬ 
stitution, then we can consider ourselves 
many times blessed despite the chaos and 
confusion around us. 'The process might 
have been assisted by a more compact stand¬ 
ing committee of the NIC—fur example, 
Rajiv Gandhi, R K Hegde, Jyoti Basu, N T 
Rama Rao and Faroul.h Abdullah meeting 
every month for two days. Only through 
such institutionalised effort can we hope to 
evolve a viable and corrective consensus on 
economic, political and social perspectives 
for the years ahead. 

Rajiv Gandhi, hoisted to the office of 
Prime Minister through a series of traumatic 
developments, will have to fix his attention 
on these perspectives if he wishes to survive. 
The alternatives offered by his yaars are self¬ 
destructive. This is the basic lesson of the 
last few months. There can be no integra¬ 
tion without integrity. If it has been imbib¬ 
ed, we will soon see the results. If it has not 
been understood, then anything can happen. 
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STATISTICS 


Viination (Per Cent) 


•r 


Index Numbera of Wholesale Prices 


Latest 

Over 

Over 

Ovei 





(1970 71 - 100) 

eights 

Week 

Last 

1 ast 

March 

In 

In 

In 

In 



(5 4 86) 

Month 

Year 

29, 1986 

85-86* 

84 85 

83 84 

82 83 

All Commodities 

1000 

359 3 

0 1 

3 1 

0 1 

3 7 

7 0 

95 

2 6 

Pnmary Articles 

417 

128 7 

06 

1 9 

0 2 

2 4 

4 8 

11 0 

3 6 

Food Articles 

298 

318 7 

-0 1 

7 7 

0 1 

7 3 

64 

13 5 

62 

Non-food Articles 

106 

274 5 

1 8 

12 6 

0 1 

10 5 

2 1 

15 1 

1 7 

Fuel, Power I ight and 1 ubricants 

85 

609 1 


8 9 


8 9 

2 6 

7 6 

7 5 

Manufactured Products 

499 

342 4 

0 2 

2 3 

02 

3 3 

60 

8 7 

06 






Variation (Per Cent) 



Cost of Livinir Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

Match 

In 

In 

In 

In 




Month 

Yeat 

1985 

84 85 

83 84 

82 83 

81 82 

For Industrial Workers 1960 

100 

633^ 

06 

8 2 

8 0 

64 

12 6 

7 8 

12 5 

For Urban Non Manual Employees I960 

100 

577' 

0 5 

7 1 

69 

8 1 

10 1 

8 0 

11 9 

For Agricultural 1 abourers lul> 60 to 

551' 

0 7 

5 7 

7 0 

0 2 

II 4 

5 2 

12 4 

June 61 

- 100 













Variation Rs t rore (Per Cent in Brackets) 


Money and Banking 


1 atest 

Over 

Ovir 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(28 3 86) 

Month 

Year 

29, 1985 

84 85 

81 84* * 

82 83 

81 82 

Money Supply (M,) 

Rs Crore 

1,17 149 

701 

15 192 

15,192 

15,916 

11,011 

10,115 

7,037 




(0 6) 

(14 9) 

(14 9) 

(18 5) 

(17 9) 

(16 1) 

(12 7) 

Net Bank Ciedii to Ciovernment Sector 

Rs C rore 

58,529 

790 

9,579 

9,579 

8,462 

5,757 

4,748 

4.%5 

Bank Credit to C ommercial Sector 

Rs ( rore 

80,546 

1 478 

9,745 

9,745 

10 290 

8,830 

8 247 

6,772 

Net loieign Exchange Assets ol Banking Sector 

Rs Crore 

1 298 

609 

299 

299 

1,419 

104 

977 

2,069 

Deposit of Scheduled Commercial Banks 

Rs Cl ore 

S4 719 

11 

12,475 

12,475 

11,519 

8 550 

7 299 

5,762 




( ) 

(17 1) 

(17 3) 

(19 0) 

(16 4) 

(16 6) 

(15 2) 

Foreign Exchange Assets’* 

Rs C rore 

6 611 

499 

1 

348 

1,319 

941 

911 

1,468 







(24 0) 

(20 7) 

(27 2) 

( 30 4) 

Index INumberx of Industrial 

Weights 

1 aicsl 

Aveiage of 






Production 


Month 

Months* 


Variation (Per 

Cent) 


(1970 - 100) 
























In 

In 

In 

In 

In 




1985 

1984 

1985' 

1984* 

1981 

1982 

1981 

General Index 

100 00 

222 9'^ 

205 3 

192 6 

66 

7 2 

4 5 

4 5 

9 3 

Basic Industries 

72 28 

258 l" 

230 8 

217 4 

62 

II 7 

5 5 

80 

14 5 

Capital Cioods Industries 

15 25 

205 8" 

220 2 

211 2 

4 3 

92 

4 1 

0 9 

8 1 

Intermediate Goods Industries 

20 95 

186 8" 

179 1 

161 5 

10 9 

1 7 

7 9 

1 9 

3 7 

Consumer Goods Industries 

11 52 

161 1" 

161 9 

157 8 

2 6 

1 3 

04 

5 8 

8 2 

Durable Goods 

3 41 

236 5" 

238 2 

199 0 

19 7 

13 0 

0 1 

1 6 

0 1 

Non Durable Goods 

28 11 

150 3" 

151 1 

152 1 

0 7 

0 5 

0 5 

65 

9 3 

Foreign Trade 

Unit 

I atest 

Cumulative for* 








ivionin 
(Sept 85) 

1985 86 * 

1984 85 • 

1984 85 

1983 84 

1982 83 

1981 82 

1980 81 

Exports 

Rs Crore 

741 

5,018 

5,378 

11,396 

9,872 

8,908 

7.801 

6.711 






(15 4) 

(10 8) 

(14 2) 

(16 3) 

( 3 9) 

Imports 

Rs Crore 

1,540 

9,142 

7,982 

16,592 

15,763 

14,156 

11,671 

12,524 






(5 3) 

(9 8) 

(5 0) 

(9 2) 

(40 6) 

Balances of 1 rade 

Rs Crore 

799 

4,124 

-2,604 

-5,196 

5,891 

5,448 

5,868 

5,813 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,591 

26,270 

23,347 

21,954 

18,646 

16,584 

(as at end of period) 





(11 6) 

(7 3) 

(17 7) 

(12 4) 

(8J) 

Number of Registrations 

Thousand 

520 

520 

580 

5,766 

' 6,220 

6,655 

5,862 

6,277 






(-73) 

( 6 5) 

(13 5) 

(-6 6) 

(2 0) 

Number of Vacancies Notified 

Thousand 

50 

50 

63 

657 

707 

827 

820 

895 






( 7 1) 

( -15 5) 

(0 9) 

( 8 4) 

(6 6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

505 






(-8 4) 

(-16 3) 

(2 5) 

(-6 1) 

(5 2) 

Income 

Unit 

1984-85 

1981 84** 

1982 81 

1981 82 

1980 81 

1979 80 

1978 79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970 71 Prices) 

Rs crore 

61,473 

59,3)9 

55,032 

51,168 

50,736 

47,138 

49,633 

46,917 

Per Capita Income (1970 71 Puces) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* l-or current year upto latest month for which data are available and foi corresponding period of last year 

** Excluding gold and SDRs « 

Upto latest month for which data are available 
+ + Provishanal data 

Noret (I) Superscript numeral denotes month to which figure relates, e g. superscript' imlicites that the figure is for January and so on 
(2) higures in buckets denote peiccntage variation over previous period 
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PERSPECTIVES 


May 

ANNIVERSARIES have their own law^ and 
rituals It IS exactly one hundred years since 
the combustion in the Chicago market place. 
Bestial repression had led to a nodal point 
and the worms turned The working class 
will not take it lying down any more, they 
will unite and revolt May Day is not quite 
an invocation to arms, but certainly it is an 
invocation to the solidarity of the toiling 
masses You shall come together, and you 
will be delivered, it does not really matter 
if at this moment, the objective reality 
precludes open warfare, the pledge itself is 
the message, the working class will come 
through if not today, then tomorrow, if not 
tomorrow then the day after, there is only 
one proviso which they have to take care of, 
they must urute, umte, umte, and stay umted, 
this unity must stretch across the national 
frontiers, the working class movement, if it 
IS to prove Itself, must be an international 
movement, it must proclaim the brotherhood 
of man across the seas and the coniinents 

Leave aside the irony of the genesis of the 
Mav Day, a hundred years ago, in the Umted 
States of America, where the working class, 
in their droves have elected and re elected 
a Ronald Reagan to the Presidency The 
ironies of history are also, on occasion, the 
staple of history Much the greater tragedy 
is the chasm which separates the working 
class in country A from those in country B, 
those m country B from those in country C, 
and so on continuously down the line Even 
within the cluster of nations who have 
chosen a socialist system, the chasm is as 
wide, and increasing, socialism has ceased 
to be the ideology which unites along the 
barricade there are other voices and other 
barricades, isolating and alienating comrade 
from comrade And once you step out in the 
capitalist jungle, the amorality of the system 
makes you swoon Forget the shibboleth of 
the once and past pledges which went with 
the celebrations of May Day, it is the 
philosophy of the closed shop which has 
emerged a> the all-powerful spiritual force 
It IS the trade unions of *he United States 
and West European countries which are the 
most vociferous opponents of the proposal 
to accord free or unrestricted entry to goods 
produced in the underdeveloped parts of the 
world these goods shall not pass, we, the 
working class of the rich capitalist nations, 
protect our own standard of living, that is 
our only pledge on the occasion of May Day, 
we will not allow migrant labour to come 
in and depress our wages, we will not allow 


Day 

goods produced by cheap, dirty labour in 
cheap, dirty countries to enter our market 
and outbid goods produced by us There is 
a militancy in the aim, the solidanty of the 
national working class in the advanced 
capitalist countries is not to be doubted, 
protecting their standard of living has 
precedence over the call for the intrenational 
brotherhood of the loiling masses 

Ideology, on this as well as the other side 
of the ideological divide, is dead, or at least 
IS near to dying As we come nearer home. 
It IS a confused, desolate picture, and 
nostalgia has become the final refuge of 
professional trade union leaders The crisis 
of capitalism—whether local or comprador 
—IS real, retarded economic growth stares 
everybody in the face, two hundred and fifty 
million adult individuals have registered 
themselves, more out of desperation than 
h spe, with the employment exchanges, more 
nullions are underemployed and unemployed 
in the countryside, close to a hundred thou 
sand factories have shut down, and, with the 
new found enthusiasm of the ruling set lor 
a liberalised economic system even more 
plants are in dangci ot liquidation But it 
you arc in ao position to avail of the oppor 
tunities which the capitalist crisis presents, 
if the working class is unprepared, disoiga 
nised and altogether lacking in motivating 
CO ordinates, capitalists can afford to sit 


pretty Those of the trade union leaders who 
once basked in ideology now ruminate over 
the glory that was the Girni Kamgar Union, 
and sit out of current concerns, they leave 
the field to the Datta Samants who denude 
the trade union movement of the content 
of ideology and promise the workers the 
Cl Dorado of a level of real wages which will 
make them almost as affluent as the factory 
manager The malady catches on Those 
who once upon a time took pride in, and 
paraded, their ideology, increasingly look 
lost, soon, they come to ideolise the lot 
whom they scoffed only yesterday, the smart 
ones, who promise you a better deal on the 
floor shop, take over In this milieu, it 
becomes an irrelevance to refer to the con 
cept of the unity and solidarity of the work 
ing class, umty, yes, but uraty within the con 
fines ot this particular plant, solidarity, by 
all means, but solidarity only on the issue 
of my cause, not yours, just remember how 
the textile stnke in Bombay two seasons ago 
petered out, and the rest of the Indian work 
ing class, perhaps meaning their leaders, 
could not care less 

So, on this the one hundredth anniversary 
of what happened in the Chicago market 
place in May 1886, there will be barricades 
built, but empty barricades of words, the 
capitalist crisis will mature, but the move 
ment of the working class will stagnate 
Since ideology has been i educed to an 
apologetic memory. May Day will be an 
invocation of dead cacti, bereft of even their 
nominal bnstles 
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World Oil Price Prospects 

ISO 


WORLD oii price declined fiom S 28 a 
barrel towards the end of November 1985 to 
$ 10 a barrel in the last week of April 1986, 
thus registeiing a decline of close to two 
thirds In real terms, the decline was even 
sharper because this was also the period 
during which the dollar dropped con 
siderably vis a vis the major currencies like 
the yen and the mark 

Given the situation, one would have ex 
pected considerable internal pressure within 
the oil cartel OPEC, to reverse the decision 
It took early in December last to abandon 
price support efforts and instead to secure 
and detend lor OPbC a tair share in the 
world oil market consistent with the ncccs 
sary income for member countries develop 
nient ’ Since then the dc*cline in oil price has 
been virtually uninterrupted and fast 

As a consequence, although OPL C as a 
group has possibly increased its export from 
16 million barrels a day to 18 million barrels 
a day, its annual tamings should sutler a 
decline of almost 60 per cent from aiound 
$ 165 billion to $ 66 billion a year Ihc 
assumption made here is that all oil exported 
by OPre in the first week of April 1986 was 
sold at the rate of S 10 a barrel, the price 
obtaining in the spot market But that would 
be an extreme assumption to make In 
reality, the proportion of oil exports passing 
through the spot market has always been 
very small and it possibly declined further 
during this period Since the bulk of these 
sales were made on term contract, OPEC 
perhaps realised prices a lot better than 
$ 10 a barrel A number of OPEC members 
are also selling oil under net back deals in 
which the crude’s price is determined by the 
price of the refined products Saudi Arabia 
is supposed to have realised between $ 13 and 
$ 15 a barrel when the spot price was hover 
mg around S II a barrel Assuming therefore 
that OPEC as a whole realised S 12 a barrel 
on the average, the annual earnings of the 
cartel would suffer a decline of over 50 per 
cent There could thus be no doubt that on 
present reckoning i e, going by the decline 
registered bv the market price of oil OPEC’s 
decision nut to restrain its overall produc 
tion level is going to cost it vciy dearly 

One thing was very clear from the very 
outset when OPEC made known its deci 
Sion It was a reluctant decision, an outcome 
of internal conflict within OPLC It 
amounted to a sort of admission of failure, 
failure to adhere to mutually agreed produc 
tion quotas and in consequence, reducing 
Saudi Arabia to the position of a residual 
producer, a role it was no longer to play At 
the same time it ought not to be overlooked 
that OPFC as a whole had in its efforts to 
maintain the price of oil become a sort of 


residual producei lotal OPEC output of oil 
had declined from over 30 billion barrels a 
day in 1982 to 16 billion barrels a day in 
1986 So It IS not just Saudi Aiahia that has 
borne the burden 

Saudi Arabia it ought to be noted, has 
raised its daily output of oil since the OPFC 
decision of early December It is supposed 
to be producing curientiv between foui and 
five million bands a day as against between 
two and three million barrels a day in 
November 1985 and for months before that 
Thus practically all the increase in the recent 
OPEC output ol oil IS accounted for by 
Saudi Arabia 

Rut while Siudi Arabia can have the 
satisfaction of having doubled its daily out 
put of oil. It could not have itu rtased its oil 
earnings given the sharp decline registered 
by the mat ktt price of oil According to the 
most optimistic estimates Saudi Arabia has 
)ust abou' managed to stay wen If this is 
true. It follows thit OPLC mcmbeis other 
than Saudi Aribii hast suffered a much 
steeper decline in their oil earnings than the 
50 per cent calculated lor the entire OPEC 
membeiship 

In the circumstances, it was only natural 
that OPFC mcmbeis facing severe declines 
in oil earnings should have started clamour 
ing lor a review of OPLC s decision taken 
in December Whatever holding power each 
ol them might have had in the form of 
various types of foreign assets, some liquid 
and some not so liquid, must have eroded 
fast Saudi Arabia, by comparison is in a 
somewhat stronger, or shall we say, less 
weak, position though it too had to take the 
drastic step ol postponing its government 
budget for the current year According to 
rumours picked up by US newspapers Saudi 
government ministries have been told to cut 
spending by 50 per cent 

Whatever the internal compulsions of 
OPEC, would It have been taken the 
December decision had it forecast a price 
decline of this order in such a short period’ 
It would appear that the OPFC membership 
in general was prepared for some price 
decline In fact, one could go a little further 
and say that possibly the OPEC membership 
wanted oil prices to decline and decline 
sufficiently so as to force non-OPEC surplus 
producers of oil, especially Britain and 
Norway, which together produced close to 
four million barrels a day, to fall in line with 
OPEC on the question of production 
restraint Where OPEC evidently mis 
calculated was in regard to not only the rate 
at which oil price would fall but also the 
ability of non-OPEC surplus producers, 
such as Britam and Norway who had been 
merrily expanding thar output and eiqoytng 


the fruits of high oil prices propped up by 
OPEC’s self denial, to withstand the pres¬ 
sure of declining oil prices Actually, 
Britain and Norway have maintained their 
level of production, though lately there were 
indications, more often from Norway, of 
some willingness on their part to discuss 
ihings with OPEC Nevertheless, the point 
remains whether or not OPEC miscalculated 

The question of immediate interest, 
however, concerns the likely OPFC stance 
now that the oil price has declined this fast 
lo pose the question in this form is not to 
suggest that the flour has necessarlily been 
reached alreadv In the short run, one could 
aigue, people will continue pioducmg as 
long as they au able to cover their prime 
costs Ihccfore i* no i roducer is prepared 
to V ut output with the surplus oil floating 
around there is no stcspping a futther drop 
in the price ot oil Without necessarily 
disputing this argument one has, at the 
same tune to be aw irt that there always 
amves a point when longer term con 
sidcrations start assciting themselves And 
It docs look like that such a point could be 
icaching fast 

The US has voiced public concern that oil 
puces could tall too far and threaten the US 
oil indiistiv and therefore the United States 
securitv interests This indeed was the prin 
cipal message that the US Vice President, 
George Bush, went armed with on his just 
concluded visit to Saudi Arabia, the principal 
foice behind OPEC’s December decision to 
protect Its market share regardless of price 
Cieorge Bush is supposed to have told the 
Saudis that the oil price might need some 
propping up to aid the US oil industry Will 
this recent US concern about the level to 
which oil price has dropped be conveyed also 
to Britain is a matter of conjecture But there 
can be no doubt about the Saudis’ capacity 
to resist pressure, be it from the US or from 
within OPEC, for at least some time longer 
The Saudis may have deferred the budget 
exercise foi the current year They may well 
have slashed drastically spending by various 
government ministnes But these, if any¬ 
thing, are indications of their resolve to face 
up to the evolving situation, not of any 
weakening in their stand with regard to thetr 
own share of the world oil market With all 
the drawing down of their foreign assets in 
recent years, the Saudis are nowhere near the 
end of their tether They still are possibly 
among the top five holders of foreign 
reserves in the world 

What seems likely to emerge over the next 
few months, now that the present US 
administration has publicly voiced its 
support for stabilising oil pnee at a level 
reasonably high that will not make it 
uneconomical for US domestic production 
to stay around its current level, is a sort of 
explicit or not-so-explicit arrangement 
between OPEC and non-OPEC producers 
with regard to their respective production 
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ceilings Will it mean a price level of S IS 
a burel or of S 20 a barrel is a matter of 
speculation But let there be no illusion 
Once the oil producers, OPEC and non 
OPEC, agree to co-ordinate thar production 


COL Gaddafi’s house is in rums Several 
buildings m Ifipoli and Benghazi have been 
hit The sixteen-month old adopted daughter 
of Libya’s strongman has been killed TVvo 
oi his sons have been injured We still do not 
know the total count of dead and injured 
This IS the result of Reagan’s bombing of 
Libya What was the immediate provoca 
tion’ One, we repeat one, American soldier 
was killed in a bomb blast in Berlin Reagan 
says that he has irrefutable proof that I ibya 
was behind this act of terrorism Of cou.se, 
he has not found it necessary to tell the 
world all that he knows about I ibya’s com 
plicity in the act of terrorism He has just 
gone out and bombed Libya American lives 
were more precious than Arab lives Now, 
Amercian deaths are more precious than 
Arab deaths 

there is a brilliant satirical novel by 
Nathanel West on America It’s called “A 
Cool Million ’ In It appears a character 
called Whipple who has been the President 
of the United States In a conversation with 
a poor boy the president advised him, “Go 
out into the world and win your way” One 
can see how this American myth has sur 
Mved more than fifty years after the novel 
was writteii The only change that has 
occurred happens to be that the fictional 
president thought in terms of going out in 
the world The Johnsons and Reagans 
however, believe in bombing the world to win 
their way' Poor Nathanel West could not 
possibly have foreseen this m 1934 Anyway 
that IS American foreign pohey now ‘Bomb 
the world and wm your wayT 

Strictly speaking, there is nothing sur 
prising about Reagan’s misbehaviour Con 
servatism (and independent Marxism of the 
E P Thomson variety which still does not 
see the qualitative difference between 
impenalism and a communist party-ruled 
state, no matter how degenerate) has been 
on the ascendant throughout the Western 
world The Greens, the social democrats and 
umpteen other ‘new’ or ‘radical* thoughts 
have just failed Revising Marx or abandon¬ 
ing Lenin was never an answer to the rising 
menace of conservatism But a host of other 
peripheral movements and ideas have also 
failed to arrest the growth The peace move¬ 
ment simply equated the United States and 
the Soviet Union It thus failed to recogmse 
an elementaiy truth of mtemabonal pobucs 


levels, there is no reason why they would not 
choose to agree on a price which maximises 
their gains collectively as well as individually 
It could as well be that they may decide to 
work back towards S 30 a barrel 


today that we do not live in the world of two 
superpowers If anything, it is a world of one 
and a half superpowers Equating one and 
halt IS not just a bad arithmetic It is bad 
politics as well 

All this philistimsm on the left was bound 
to take Its toll What our peace movement 
and independent Marxist friends were un 
willing to see is being made clear by Reagan 
Now what attitude should these groups take 
towards Reagan and his bombing'’ 

Be that as it may one has to go into the 
question of what Reagan achieved by this 
attack It IS not our intention to suggest that 
had the left of all kinds in Europe had at 
least one commonly shared idea of im 
penalism, that would have generated enough 
pressure on the American President How 
ever, it would have made some significant 
changes in European politics Reagan has by 
and large consolidated bis position in 
western Europe France refused permission 
to the US bombers The result has been an 
attack on the French Embassy in TVipoli 
You can call it arrogance or Ramboism The 
fact of the matter is that beginning with 
Nixon Kissingti a new trend began in 
American foreign and defence policies 
Reagan has gone quite a few steps ahead of 
the Kissinger vision 

The point of siew about the smaller states 
IS now radically different Power will be used 
now in the area where there is no counter 
vailing power Col Gaddafi with his giecn 
books and a desire to go back to some 
fifteen hundred-year old texts cannot 
possibly create a Vietnam (or earlier China) 
there As if that was not enough, Reagan has 
warned through his action that small states 
cannot but be ‘lur followers This was the 
reason why not so long ago the Americans 
had moved into the Caribbean Maui ice 
Bishop was killed It was an operation 
remarkably similar to the one in Indonesia 
Suharto has survived since 1966 Now it is 
easy to see that one of the most futile dis 
cussions at that time was if China had 
encouraged Aidit to adopt a dangerous path 
In all probability a coup d'etat was a 
certainty Nevertheless during those days it 
was still an open question After the 
Vietnam defeat there has been a clear 
changfi The change was being formulated 
by Kissinger es'en before the American fall in 


the Vietnam war was taken by the new 
policy makers as a mistake not to be 
repeated 

In the new circumstances, especially under 
Reagan, the offen'sive is direct and at the 
same time, from the American point of view, 
small and manageable Act in a manner in 
which the adversary power or us allies 
cannot do anything Further there is no in 
volvement in a war Wrthin the attacked 
country, strangely and paradoxically, this 
encourages very conservative and obscuran 
tist ideas In the last analysis therefore, these 
countries may be anti Reagan or anti- 
American, but they arc not anti imperialist 
1 hey cannot be It would seem that this is 
what Reagan and his advisors have decided 
to achieve It is possible that such reckless 
behaviour might give rise to or encouiagc 
terrorism, though not necessarily bv I ibya 
or any other given power The fact of the 
matter is that terrorism does not usually 
succeed in achieving anything except getting 
a terw people killed Reagan might well argue 
that the US can afford a feu deaths because 
terrorism does not change the balance of 
forces, unless there is a total breakdown of 
the Central government The American 
government is not of that kind It should 
help matters that Col Gaddafi oi Khomeini 
(or, for that matter, a section of oui AISSF 
in India) arc unwillingly plaving a game 
which docs not take them or their people 
anywhere 

In addition to all this is the bigger gain 
It underlines the encircled position of the 
Soviet Union, proving once again to what 
a basically defensive position it has been 
reduced 'This is the reason why Tripoli has 
been borpbed Reagan, like the fictional 
president in Nathanel West s novel, has made 
It plain ‘Go out into the world, bomb it, and 
win your way'* 


Larsen and Toubro 

LARSLN AND TOUBRO IIMIIFD, 
which showed excellent working results foi 
the sear ended September 1985 is doing 
equally well in the current year N M Desai, 
Chairman, told the annual general meeting 
that sales for the Tirst five months of the cur 
rent year at Rs 166 crorc were 21 per cent 
ahead of the corresponding period of the 
previous year Order booking for this period 
at Rs 218 crore showed an increase of 17 per 
cent over the same period of the previous 
year At the end of February last, the order 
backlog was Rs 458 crore Referring to the 
“illegal ’ stnke at the Awarpur cement works 
since October 27 last, Deasi said it was call 
ed of unconditionally from January 27, 
1986 The plant was now operating at nor 
mal capacity, he said 
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A FLURRY of sadness; a flurry of nostalgia 
for the halcyon fifties and sixties; for those 
manning the barricade for the women's 
cause, an occasion to take the pledge afresh. 
But, beyond these rituals, what else? Simone 
de Beauvoir passed away, formally, at the 
mid-point of this month, almost to the day 
six years after Jean-Faul Sartre’s passing. 
But, can one flinch from acknowledging the 
harsh reality} did she not in fact die the day 
Sartre died? These past six years were irrele¬ 
vant, she might as well not have been. Apart 
from in the narrowest physical sense, she had 
ceased to exist, she was defunct as of April 
15. 1980. During these half a docen years, 
her only creative work, if you would permit 
to call it that^was the one chronicling her 
farewell to Sartre. It makes grisly reading, 
the blow-by-blow account of the gradual 
decay of the physical and mental faculties 
of one of twentieth century’s most re¬ 
markable men. But Les Ceremome des 
Adieux is grisly reading for another reason 
too: as it describes Sartre’s fading away, it 
also describes the collapse of Simone de 
Beauvoir’s own persona. The facade of a 
clinical approach to what was happening to 
Sartre doe.s not quite succeed in concealing 
the enormity of the other tragedy taking 
place at the same time: Sartre’s death strip¬ 
ped de Beauvoir ol her contexture; without 
Sartre, her being was threatened with 
nothingness. 

For one who wrote Le Deuxime Sexe, who 
was at her existential best in Les Mandarins, 
this was defeat. Nothing could be mote scan¬ 
dalous for the articulator of a philosophical 
position which has had revolutionary 
significance for one-half of the human 
population. We revolt, therefore we are. We 
revoke our love, therefore we are: We are 
bound by passion, we demarcate ourselves 
by disowning passion. Women will no longer 
be made, henceforth they too will be crea¬ 
tions of the first genre, they themselves will 
construct their destiny Women will at last 
be free. 

For did not Sartre acknowledge this 
triumph of woman? Was not her relation¬ 
ship with him free and equal and without 
commitment? Did they not, in all the battles 
they fought over the decades, political, 
social, individual, never deviate from this 
principle? You have liberated yourself, you 
control your existence, you control your 
daily perambulations. Society may be 
outraged by your flaunting of the existen¬ 
tial self, but is not society what you decide 
to make it into, it is part of your being, just 
as you are part of society’s being. Conven¬ 
tion is what convention d^ and it is within 
your command to decide what it is to be 
asked to do. The female of the species will 
no longer be in the image of the male, her 
loyalty is only to herself, passion has to be 


re defined, passion must include dispassion. 
Did she not assert her freedom, did she not 
go away to have her fling with Nelson 
Algren, merely to prove the point? Did not 
all her writings concentrate on this single, 
essential issue, you own yourself, none else 
has the right to claim you? 

Did not Sartre accept all this? Who does 
not know, theie was a convergence of the 
philosophical positions held by the two 
individuals; it was sheer coincidence that one 
of them was a woman and the other a man; 
the more important thing—in fact, the only 
thing that mattered—was that they held 
identical views on the human commitments 
in an age of reason. Once they accepted each 
other on the basis of total forthrightness, it 
was the beginning of an idyll and a folklore. 
The span of the idyll stretched almost fifty 
years, from the early 1930s till the day Sartre 
died. The binding cement of love is infidelity, 
the rebel is the most complete social man. 
the dialectics of the human soul precedes, 
and determines, the dialectics of society 
These ate the canons of existential living, 
they have to be put in practice. Sartre and 
de Beauvoir, particularly de Beauvoir, set out 
on a demonstrative binge. It would be both 
cruel and unfair to dub what they did as 
exhibitionism In the heady days, when you 
live your philosophy, reality and illusion tend 
to interchange. You assert your philosophy 
by your being. The courage to be non-Wase 
is not given to every one. Perhaps Sartre and 
de Beauvoir gathered courage from one 
another; this, after all, ought to be the 
touchstone of a free, companionable 
relationship. 

A doubt however creeps in. If you draw 
encouragement from your companion, are 
not you compromising yourself? However 
much you try, there is apparently no escapie 
here from the cut de sac of existential 
philosophy. You defy society, yet you cannot 
deny society; the intractable ambivalence of 
the situation bogs you down. If, despite your 
assertion of total freedom, you are nonethe¬ 
less a spec in the social process, how do you 
then separate illusion from reality, how do 
you prove the unii^ueness of your being? 
And how do you avoid facing the terrible, 
terrible sequence of this particular .syllogism: 
true, Sartre and de Beauvoir set themselves 
as companions, companions with equal 
prerogatives and equal irresponsibilities, 
and. to clinch the claim, they paraded 
themselves, went through the motion of pro¬ 
ving their existential beliefs; is the issue 
however resolved, how does one know that 
it is not the echo principle which is at work? 
Philosophical inference has foundations 
which are even shakier than those regulating 
statistical inference; the identification of 
roots and the unscrambling of sources are 
complex assignments; it is easy to denounce 


a proposition, it may be horrifyingly dif¬ 
ficult to disprove it. So, what of it, suppose 
it is held that Simone de Beauvoir was an 
echo of Jean-Paul Sartre, her philosophy was 
derivative, her flutters and expostulations 
were pre-determined by Sartre’s thoughts 
and writings, even she, Simone de Beauvoir, 
was, alas, made, and not born? 

Whether or not the tragedy of the Second 
Sex, It certainly was the tragedy of Simone 
de Beauvoir. She was keen to prove as much 
to herself as to others that she was not a wife 
to Sartre, but a companion. One is not sure 
that she succeeded in the task. Marriage is 
scarcely the bare phenomenon of going 
through a ritual. It is the behavioural pat¬ 
tern which matters, few other things do. 
Sartre and de Beauvoir kept their separate 
apartments; occasionally, they travelled to 
their separate affairs. But was not all this 
again paying homage to coiwention, the con¬ 
vention that married couples have to remain 
loyal to each other for ever, while unmarried 
ones do not have to? If a couple, through 
mutual agreement, decide to flout such con¬ 
ventions, It is not proved that they have 
ceased to be a couple, a voluntary airange- 
ment to come together when they want and 
move away again when they want cannot by 
Itself cut athwart the man-wife relationship 
The Sartre-Beauvoir claim may therefore 
well be considered by many as misconceived. 
Those with a predilection for more explicit 
ways of expressing themselves could even go 
to the length of sneering; poseurs are no 
philosophers. 

The companion in effect beame a wife, 
and this became Simone de Beauvoir’s 
epilogue. Do you append the blame for it 
on the male of the species? Was Jean-Paul 
Sartre responsible for Simone de Beauvoir’s 
filling in the secondary role in the relation¬ 
ship? One, alas, has to be bloodymindedly 
objective here. Even allowing for the 
stochastic element in paiiing, was not de 
Beauvoir’s slippage into the secondary role 
natural, on the assumption that the ordinal 
ranking is always in accordance with the 
relative richness of minds and the relative 
sharpness of intellects? For there can be no 
question that Sartre was the dominant 
partner and this dominance had little to do 
with the maleness of his sex; he overpowered 
her,by his sheer brilliance and creative 
prowess, a fact so candidly admitted in her 
assorted autobiographical notes. TTue, the 
Sartre-de Beauvoir arrangement did not, 
could not, prove that woman will always pl^ 
a subdued role in such a relationship. That 
would be an absurd claim to make, easily 
refutable, the annals of philosophy, lienee 
and literature will bear contiary witness. No, 
the tragedy was very specific, it did not 
directly affect her philosopiQi; jtt only victim 
was Simone de Beauvoir herself. 

And yet, further questions will be raised. 
Is there much point in interposing a 
philosoplv against biology? For phenomena 
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such as oppression and exploitation are the 
staple of the historical process which deter¬ 
mines the destiny of man. The specificity of 
biology is the only additional element to dif¬ 
ferentiate the dialectics of the second sex. 
However much you and I may rail, there is 
no escape from the tyranny of this speci¬ 
ficity; while each other element of exploita¬ 
tion can be tackled on the plane of human 
endeavour, this one cannot be. That the 
Second Sex is so described is an accident of 
culture. Itself the outcome of the historical 
process; with very little bending of effort, 
it can be redesignated as the Other Sex. But 
the physical attributes of the sexes will not 
be altered thereby, mounting tantrums 
against Nature are for the present non¬ 
productive indulgements, whether progress 
in bio-physics and the molecular sciences 
will, in the course of the next couple of 
thousand years, make a breakthrough can 
only be speculated upon. 

For Simone de Beauvoir, as life reached 


BSr, formerly Bharat Steel Tubes, has turned 
in vastly improved icsults for the year ended 
September 1985 with the gross profit rising 
to Rs 2.81 crore from Rs. 1.98 crore of the 
previous 15-month period, although sales 
were lower at Rs 48.23 crore against Rs 50.77 
Cl ore These figures reflect perceptible 
widening of profit margins. Net profit is 
Rs 2.06 crore (Rs 1.02 crore). The company 
has returned to the dividend list with a 
recommendation ot 16 per ceftt distribution 
on equity and clearance of arrears of 
preferential dividends. Equity payment is 
covered 3.06 times by earnings. 

In spite of difficult availability of HR 
coils/skelp from domestic steel plants, the 
tube division’s production was 29,595 tonnes 
as against 35,258 tonnes for the previous 
period. With the receipt of imported steel 
towards the end of the year, production in 
the current year is expected to be signi¬ 
ficantly better. The rigid PVC pipes division 
had to contend with severe competition from 
the small-scale and unorganised sectors and 
unremunerative prices in the market. Pro¬ 
duction was only 1,1(X) tonnes against 2,332 
tonnes. Ibwatds the year-end, however, 
the company secured a prestigious order 
against a global tender at a remunerative 
price. 

With the commissioning of the first phase 
of the precision project, the company has 
established production of bicycle, furniture, 
automobile and structural tubes. Some of 
the leading manufacturers of bicycles and 
automobiles in the country have accepted 
BST brand precision tubes as OE. Repeated 
orders are being booked at remunerative 


its denouement, it was thus a kind of dou¬ 
ble tragedy. Read her adieu to Sartre, never 
mind the foundation of existential faith, the 
companion had been rendered into the wife. 
It is a magnificent story of an immutable 
fidelity, but it is also a magnificent negation 
of the belief which, through intellection, she 
had arrived at and had dug herself in. In the 
process, she also exposed the precarious 
basis of her sexual philosophy. You can 
render the Second Sex into the Other Sex, 
but whether you can travel beyond the 
semantic detour is hardly an issue of 
philosophical assertion waiting to be 
transformed, through active combat, into an 
empirical reality; that will depend upon the 
forces of nature, much beyond the force of 
circumstances shaping the hurlyburly of 
existential living. In the placement of history, 
Simone de Beauvoir will at most be a foot¬ 
note to Jean-Paul Sartre. One can hardly 
conceive a greater atfront to the Second Sex, 
but there it is 


prices from established manufacturers. The 
second phase ot the project is also under 
implementation and commercial production 
is slated for July 1986. The company will 
have a wider product mix including boiler, 
transformer, Jiock absorber, propeller shaft, 
etc, which would enchance the profitability. 
The engineering services division registered 
a SO per cent growth during 1984-85 and its 
order book continued to be comfortable. 
Work on the industrial laminates project has 
commenced with the receipt of basic 
engineering and know-how documents from 
the collaborator, Perstorp AB. Commercial 
production is scheduled to synchronise with 
the anticipated surge in production of elec 
ironies in the country. Both product mix and 
production facilities have been revised and 
updated to include sophisticated electronic 
grades which otherwise will have to be 
imported in the country. Electronic grades 
of industrial laminates are essential com¬ 
ponents of all professional, industrial, 
defence and aerospace electronic equipments. 

ASIAN CABLES CORPORATIO'^ has 
shown improved working results for 1985 
with a gross profit of Rs 136 lakh against 
Rs 113 lakh in the previous year following 
sales, of Rs 23.72 crore against Rs 20.28 
crore. Profit margins have also looked up 
slightly in spite of irregular power supply, 
disruption in availability of raw materials 
and increases in cost of all major inputs. 
Exports amounted to Rs 3.66 crore against 
Rs 2.97 crore previously. Net profit svas also 
higher at Rs 62 lakh (Rs 43 lakh). The 
unchanged 10 per cent dividend was coveted 


2.06 times by earnings as against 1.43 times 
previously. 

The company commissioned the balanc¬ 
ing equipment installed for diversification 
of the product range. It has now entered the 
final stage of its current phase of modernisa¬ 
tion which would be completed this year. 
The company’s joint venture, Wiltech, 
recorded a significant increase in its market 
share, both in the double edged and twin 
blade areas. The other joint venture, 
Karnataka Iblecables, has opened letter of 
credit for imported machinery and also 
placed orders for local equipment. Construc¬ 
tion work at Mysore is in progress. 

CIPLA has shown good results for its 50th 
year ended October 1985 with a gross profit 
of Rs 2.82 crore against Rs 1.96 crore in the 
previous year following increase in sales 
from Rs 22.42 crore to Rs 29.89 crore. These 
figures show a small increase in margins. 
With depreciation claiming more, the gap 
has narrowed and net piofit is Rs 87 lakh 
(Rs 60 lakh). Dividend has been stepped up 
by 3 points to IS per cent and enjoys hefty 
earnings cover of 14.43 times against 11.8 
times previously. During the year, the 
company invest^ Rs 2 8 crore in capital 
assets on modernisation of plant and 
machinery and creation of additional 
facilities as part of us ongoing programme 
of updating technology 

The company’s exports increased by 49 
per cent to Rs 2.51 crore and covered highly 
advanced markets such as USA, USSR, 
Europe and Japan. The recognition by the 
USFDA has given a fillip to the company’s 
export et*'ort and will open up greater 
opportunities. Some of the company’s newer 
products hhve been already registered for 
import into USA, Canada and UK and 
others are in the process of being registered. 
The company revalued its land and buildings 
at Bombay Central and Vikhroli locations 
on the basis of the valuers’ report. The 
increase on revaluation over the written 
down value of these assets amounting to 
Rs 6.36 crore has been credited to the 
revaluation reserve. 

E MERCK (INDIA) has earned during 1985 
a gros< profit of Rs 2.55 crore, a shade lower 
than previous year’s Rs 2.65 crore despite a 
16.5 per cent increase in sales from Rs 26.09 
crore to Rs 30.40 crore. Profit margins have 
been reduced due to the rising costs of in¬ 
puts without corresponding increases in the 
selling prices of a majority of the company’s 
products on account of the government 
policies. With the tax liability claiming less 
than in the previous year, net profit has in¬ 
creased from Rs 1 crore to Rs 1.22 crort The 
unchanged dividend is covered 2.49 times by 
earnings as against 2.05 times. 

The company increased its exports from 
Rs I 20 crore to Rs 2.39 crore by exporting 
its products mainly to USSR and U^. The 
board has also recommended issue of bonus 
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shares in the proportion 3:5 and ‘rights* 
shares at par in the proportion 1:3. it is also 
proposed to issue equity shares to the 
employees, directors and associates of the 
company. The proposed ‘rights’ issue will 
provide funds for capital expenditure re¬ 
quired for the expansion, diversification and 
modernisation programmes of the company. 
The company has allotted one lakh IS per 
cent non-convertible debentures of Rs 100 
each to the Army Group Insurance Fund to 
augment working capital resources. It is also 
proposed to raise another Rs 2 crore from 
UTI by issue of secured debentures to it. 

During the year, the company introduced 
the ‘BOH* trade mark in its chemical divi¬ 
sion. It will implement this year the 
prestigious diagnostics project which would 
further improve the working and image of 
the company. Also, steps are being taken for 
conversion of the letter of intent into 
industrial licence for the manufacture of 
Dithianon/Delan, one of the fungicides of 
original research of Celamerck GmbH and 
Company, West Germany, a company of the 
Merck group. 

RELIANCE INDUSTRIES established 
several new records of performance during 


1985. Net sales for the year rose smartly by 
17.7 per cent to a new peak of Rs 711.35 
crore, from previous year's Rs 604.27 crore, 
while gross profit advanced by 26.9 per cent 
Rs 108.80 crore from Rs 85.72 crore (after 
de-capitalisation of interest in line with the 
provisions of the Finance Bill, 1986), despite 
an increase in input costs. After providing 
Rs 37.46 crore, against Rs 30,20 crore for 
depreciation, net profit moved up by 28.5 
per cent to Rs 71.34 crore agains' Rs 55.52 
crore. The company does not expect any cor¬ 
porate tax liability this year, The Directors 
have stepped up equity dividend from 40 per 
cent to 50 per cent on the enhanced equity 
capital of Rs 51.6 crore. Earnings per share 
came to Rs 13.8 against Rs 12 per share. 
Along with the preference dividend, the pro¬ 
posed equity dividend will absorb Rs 25.75 
crore (Rs 16.22 crore). This establishes yet 
another record of massive profit distribution 
in the corporate history of the private sector 
in India. The company has the largest 
number of investors, totalling about 1.5 
million. The directors would consider at an 
appropriate time the question of a bonus 
issue after the company becomes eligible for 
it after August 1986. The equity: debt ratio 
at the end of 1985 stood at 1:1.66. 


Anil D Ambani, director, told newsmen 
that the company has taken up for imple¬ 
mentation a massive Rs 900 crore investment 
programme to set up puriHed terephthalic 
acid (PTA), linear alkyl benzene (LAB), 
mono ethylene glycol (MEG), high density 
poly ethylene (HOPE), poly vinyl chloride 
(PVC) projects. Of these, the PTA and LAB 
projects would be commissioned during the 
current year. 


In the Capital Market 


IHianuka iVsUcides, an existing profit 
making company will enter the market on 
May 7, 1986 with a public issue of 6 lakh 
equity shares of Rs 10 each at par to raise 
a part of finance for its Rs 154 lakh pro¬ 
ject for the manufacture of ‘Fenvaleratc 
Ibchnical’ pesticide Out of the issue; 2.40 
lakh shares have been set aside for offer to 
non-resident Indians. The project, set up in 
a backward area of Gurgaon district of 
Haryana, is entitled to various incentives 
and subsidies. Commercial production has 
already commenced and sales for the year 
ended March 1986 were Rs 67 lakh. The 
company has targeted sales of Rs 500 lakh 
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BST 

Asian Cables 

Cipla 
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Latest Year 
30-9-85 

Last Year 
30-9-84* 

Latest Year 
31-12-85 

Last Year 
31-12-84 

Latest Year -Last Year 
31-10-85 31-10-84 

Latest Year 
31-12-85 

Last Year 
31-12-84 

Paid-up Capital 


435 

435 

303 

303 

44 

44 

275 

275 

Reserves 


1380 

339 

1496 

383 

945 

262 

352 

279 

Borrowings 


2922 

2220 

1436 

1319 

1004 
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693 

677 

oj which Term borrowings 


706 

568 

499 

481 

495 

265 

1.35 

65 

Cross fixed assets 


2398 

1460 

2421 

1183 

1778 

856 

1039 

943 

Net fixed as.sets 


1996 

995 

2028 

897 

1188 

464 

728 

664 

Investments 


217 

217 

148 

148 

4 

3 

1 

1 

Current liabilities 


1806 

1271 

495 

521 

498 

399 

971 

862 

Current assets 


4316 

3036 

1555 

1481 

1299 

996 

1563 

1230 

Stocks 


1649 

830 

744 

653 

920 

627 

961 

868 

Book debt.s 


1701 

1516 

332 

468 

245 

214 

434 

454 

Net sales 


4823 

5077 

2372 

2028 

2989 

2242 

3040 

2609 

Other income 


50 

60 

130 

128 

64 

34 

107 

97 

Raw material costs 


3551 

2938 

1641 

1410 

1494 

1122 

1684 

1399 

Wages 


384 

466 

219 

196 

403 

336 

536 

446 

Interest 


434 

456 

228 

186 

73 

68 

149 

125 

Gross profit (+)/loss {-) 


28 

198 

136 

113 

282 

196 

255 

265 

Depreciation provision 


70 

% 

74 

70 

160 

96 

69 

64 

Tkx provision 


5 

-- 


— 

35 

40 

63 

101 

Net profit ( f )/loss ( ) 


206 

102 

62 

43 

87 

60 

122 

too 

Investment allowance reserve 


51 

— 

30 

4 

44 

25 

12 

7 

IVansfer to reserves 

Dividend 


71 

102 

2 

9 

36 

29 

61 

24 

Amount 

P 

25 


— 


1 

1 

— 

— 


E 

59 

— 

30 

30 

6 

5 

49 

49 

Rate (per cent) 

P 

II&9.5 

— 

— 

— 

II 

II 

— 



E 

16 

— 

10 

to 

15 

12 

18 

18 

Cover (times) 

Ratios (per cent) 


3.06 

— 

2.66 

1.43 

14.33 

11.8 . 

2.49 

2.05 

Gross profit/sales 


5.82 

3.90 

5.73 

5.57 

9.31 

8.74 

8.38 

10.15 

Net profit/capital employed 


23.00 

13.18 

8.54 

6.27 

22.08 

19.61 

19.15 

18.05 

Inventories/sales 


34.19 

16.34 

31.36 

32.20 

30.78 

27.96 

31.61 

33.27 

Wages/sales 


7.96 

9.17 

9.23 

9.66 

13.48 

14.95 

17.63 

17.09 


• 15 months. 
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for 1986-87. The directors have proposed a 
pro-rata dividend of 18 per cent for 1985-86. 
They are confident that the company will 
mals adequate profits to pay dividoids after 
making necessary provisions. As a small 
scale unit, the company can sdl its product 
at competitive prices. The public issue is 
managed by the Merchant Banking Divition 
of Hongkong and Shanghai Banking Cor¬ 
poration. 

Empire Fisumce Company, is making a 
public issue of 20 lakh equity shares of 
Rs 10 each at par on May 12, 1986 to 
strengthen its capital base to cope with the 
expanding business. The company is pro¬ 
moted by Empire Industries, a large con¬ 
glomerate with diversified activities such as 
manufacture of cranes and glass bottles. It 
also has a large textile processing house and 
a machine tool trading division. Empire 
Finance has introduced a new concept—the 
financial super market—that provides in¬ 
tegrated financial services such as leasing, 
hire purchase, bills discounting, commodi¬ 
ty financing and warehousing. Company’s 
vnuehousing activities at three prime loca¬ 
tions in and around Bombay give an assured 
income to the company. The company has 
also plans to enter into import leasing. The 
company commenced its activities in 1985 
and for the year ended December 31, 1985 
the disbursement amounted to Rs 302 lakh 
on which it earned a gross income of Rs 52 
lakh. Net profit after tax was Rs 27 lakh, 
giving an earning per equity share ot 
Rs 4.58. The company declared a dividend 
of 16 per cent. According to S C Malhotra, 
Chairman, the company’s working in the 
first three months of the current year is more 
impressive. It has further disbursed Rs 2.75 
crore: The company is confident of pr^ring 
a minimum pro-rata dividend of 16 per cent 
on the increased capital. The public issue is 
managed by J M Financial and Investment 
Consultancy Services and Bank of India. 
Bank of Cr^t and Commerce Intematiomd 
(Overseas) is Advisor to the issue 

Roes Murarka Finance (Eaat), is entering 
the capital market on April 28 with an issue 
of 6 Udth equity shares of Rs 10 each at par 
to raise long-term resources for its business 
of leasing, financing and hire purchase The 
company has been promoted by Ross Deas, 
who also promoted Rosa Murarka Finance 
(RMF). liie new compai^ will strengthen 
RMF*s share of the leasirig market in the 
East and dominate the market in the Eastern 
region with assured business from RMFs 
current clients. The company has already ex¬ 
ecuted business worth Rs 1.87 crore and is 
likely to do fiirther business of Rs 2 crore 
before the end of September 1986.Thedirec- 
tors are of the opinim that the company will 
earn sufficient profits to declare a maiden 
dividend of 15 per cent for the year endihg 
September 1986. The compare has bank 
fhdlhies to the tune of Rs 1.25 crore and ex¬ 


pects to get further loans from banks. The 
managers to the issue are the Merchant 
Banking Divisions of Standard Chartered 
Bank and Orindlays Bank. Oman Interna¬ 
tional Bank is Advisor to the issue. 

Godavari Fertilisers and Chemicals, the 
largest joint sector venture of Andhra 
Pr^esh has recaved the consent of the Con¬ 
troller of Capital to raise a sum of 
Rs 15.75 crore through issue of IS7,50.(XX1 
equity shares of Rs 10 each at par to partly 
finance the cost of its Rs 108 crore fertiliser 
project at Kakinada which will produce 3 
lakh tonnes per annum of Oi-Ammonium 
Phosphate (DAP) from December 1987. An 
innovative feature of this public issue is the 
earmarking of a sum of Rs 2 crore for 
subscription by farmos and Rs 75 lakh by 
co-operatives. 

Of the present issue, Rs 3 crore has been ear¬ 
marked for non-resident Indiaiu, Rs 1.60 
crore for employees, Rs 0.40 crore for 
Business Associates and the balance Rs 8 
crore for the general public The company 
has appointed State Bank of India, Mer¬ 
chant Banking Dvision, Bombay as Mimager 
and Champaklal Investment and Financial 
Consultancy Limited (CIFCO) as co¬ 
manager. Commencing its marka seeding 
programme by selling imported DAP in the 
primary markaing zone of AP from late 
kharif 1985, the company has already cross¬ 
ed a turnover of over Rs 6 crore Barring un- 
forseen circumstances, the company is ex¬ 
pected to pay a handsome dividend in the 
very first year of operations. 

Mass Computer Services, engaged in pro¬ 
viding computerised issue house services and 
leasing, commenced commercial actitivities 
from July 1985 and achieved a turnover of 
Rs 35 lakh till the end of February last. The 
surplus before interest and depreciation was 
Rs 22 lakh and profit before tax Rs 20 lakh. 
The directors have decided to recommend 
equity dividend at 15 per cent pro-reta which 
would absorb Rs 10 lakh. The directors ex¬ 
pect to achieve substantial growth in income 
in the current year. The present paid-up equi¬ 
ty capital of the company is Rs 100 lakh. In 
order to provide funtb for growth and diva- 


sification as well as to comply with listing 
requirements of the stock exchanges, the 
company proposes to make a public issue of 
20 lakh equity shares of Rs 10 each at par 
for which the consent of the Controller of 
Capital Issues has already been received. 

Sukchain Oils and Fate, a profit making 
company is offering 12 lakh equity shares 
of Rs 10 each at par. Out of the issue, 4.80 
lakh shares have been reserved for preferen¬ 
tial allotment to NRIs, the list for whom it 
opening on April 28, and for the Indian 
public on May 5. The company has already 
installed plants to manufacture edible grade 
rice bran oil, hardened rice bran oil, fatty 
acids and stearic aad. The company com¬ 
menced commercial production in August 
1984 and started generating cash accruals in 
the very first year of operation. The com¬ 
pany has now taken up an expansion pro- 
graitune to increase the install^ capaci^ of 
hardened nee bran oil from 25 tonnes to 50 
tonnes per day and of edible grade rice bran 
oil and refined oils from 30 tonnes to 50 ton¬ 
nes per day. It also proposes to install an ox¬ 
ygen plant to utilise oxygen, a by-product of 
the hydrogenation plant, which is now be¬ 
ing wasted. The programme estimated to 
cost Rs 160 lakh will be completed by July 
1986. 

The company also proposes to diversify in 
the future to manufacture toilet soaps, 
glycerine and solvent extractions for which 
it has already obtained DGTD registration. 
Pran Arora, chairman, told newsmen in 
Bombay that the company achieved a tur¬ 
nover of Rs 373 lakh in 1984 and Rs 577 lakh 
in 1985 with a gross profit of Rs 520 lakh 
and Rs 8.48 lakh, respectively. Me expected 
a turnover of Rs 12 crore for 1986 and Rs 
18 crore for 1987 with a gross proEt of about 
Rs 45 lakh and Rs 65 lakh respectively. He 
is of the opinion that the company would 
be in a position to declare a minimum 16 
per cent dividend on increased capital for 
1986. The shardiolders would be ell^ble for 
benefits under Section 80 CC of the Inoome- 
Ihx Act, besides usual Wealth-lhx benefits. 
The issue is being managed by the Merchant 
Banking Divisions of Sareen Consultants 
(SCON) and Punjab Nationd Bank. 


Latest Publication of NIPfP 

EVASION OF EXCISE DUTIES IN INDIA 

Studies of Copper, Plastics and Cotton Textile Fabrics 
(Reports submitted to the Central Board of Excise and Customs) 
3S4 pp fe 180/- plus postese Us 10/- 

Send Draft/pay order only 

NatioMi institute of Public Finance and Policy 

18/2, Satsang Vihar Marg 
Special Institutional Area 
New Delhi 110067 

and superscribe the envelope-’Publication Unit 
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FROM OUR CORRESPONDENTS 


DELHI 

Terror in the Walled City 

Report of an Investigation 


THE PUCL (Delhi) undertook an in¬ 
vestigation into the factors that led to the 
killing of two youngmen in a police flring 
on Friday, February 14. Also investigated 
were reports of harassment, repression and 
humiliation of residents in different localities 
in the Jama Masjid area. The following 
report is based on first hand information 
gathered by the PUCL team. 

Friday, February 14, 1986 was not like 
every Friday in the walied city area. A call 
had gone out in the preceding days to ob¬ 
serve that div as a day of peaceful protest 
in response to a growing threat to the iden¬ 
tity of the Musiim community. The judg¬ 
ment on the Babri Mosque/Ram Janam 
nioomi temple was the primary motivation 
which had compounded the sense of dis¬ 
crimination among the commuiuty. 

Mine than a hundred thousand people 
had congregated at the Jama Masjid to of¬ 
fer prayers. Prior to that, shops and 
establishments run by the Muslim communi¬ 
ty had been closed and black flags were 
hoisted on top of some houses as a mark 
of protest. At the same time, groups of 
Muslims had been appealing to their Hin¬ 
du and Sikh neighbours to keep their shops 
open if they so desired and assured them of 
peace and good neighbourly relationship. 
The response of non-Muslims was equally 
positive and they too decided to keep their 
shops and esubUshments closed, (it may be 
recalled that on February 10, in response to 
a call for a Delhi bandh against the price 
hike, non-Muslims and Muslims had de¬ 
monstrated their normal solidarity and unity 
at the old Delhi area.) 

The full transcript of the two speeches 
made at the Jama Masjid by Shahi Imam 
Saheb on February 14 and 21 shows that in 
a nutshell, he h^ stressed the need for 
Hindu-Muslim unity. He mentioned repeat¬ 
edly that the struggle was against the various 
intrigues and policies of the government and 
that there was no cause for any conflict or 
tension with the Hindus. In the contest of 
the day of the protest, he warned the peo¬ 
ple against slogan shouting and laid em¬ 
phasis on peacefully going back to their 
respective localities. The Imam also catego¬ 
rically stated that the blame should not be 
levelled only on the police The police he 
said, acted according to the orders that they 
get from their authorities. On both occa¬ 
sions, be additionally stated that both Hin¬ 
dus and Muslims had to flght jointly against 
the policies of divide and rule and the ef¬ 
forts of the government to create discrimina¬ 
tion between one community and another. 

After the prayers on Fibruary 14 when the 
multitude b^an to proceed to their respec¬ 


tive localities, a sembalance of several pro¬ 
cessions was visible. The Jama Masjid has 
three large gates and exits which lead to 
wards four directions, i e, Matia Mahal, 
Chawri Bazar, Dariba and Darya Ganj. 
Muslim volunteers in sufficient numbers 
were present at tlie crossing of all the four 
directions to control the people while they 
were proceeding to their homes. In the con¬ 
text of these arrangements, it is ail the more 
surprising that Mohammed Zakir (aged 18) 
and Subhan Ullaha Hashmi (aged 21) had 
to fall victims of police firing in Gall Qasim 
Jan, where nothing untoward had happen¬ 
ed. This was not the only firing incident. The 
police resorted to firing and lathi charge in 
another area beyond Kucha Chelan and 
Suiwalan known as Jatwara. Here several in¬ 
dividuals were injured but no one was kill¬ 
ed even though for a short while mobs 
belonging to two commum'ties had con¬ 
fronted each other. Similarly, in two other 
localities known as Chatta Latmain and 
Rakabgunj, people had to suffer police 
atrocities and humiliation. At Chowk Matia 
Mahal at Chitli Qabar, bullet marks were 
clearly visible on walls, balcomes, etc. In the 
course of the investigations of the PUCL 
team, it came to light that the trigger-happy 
police continued finng in the air in Iji Kuan 
area while marching towards Faraskhana. 
Bullet marks are also to be seen in the nar¬ 
row lane known as Katra Sheikh Chand. 

Thl Firing 

By 3.30 p m on that fateftil Friday, most 
of the people had returned to their homes 
after having offered their Friday prayers. At 
Lai Kuan also, the crowds had thinned and 
batches of people from Gali Qasim Jan and 
Katra Sheikh Chand were on thar way back 
to their homes. Many noticed a banner on 
the top of the peepaJ tree near the temple 
at Lai Kuan. This angered them. The text 
of the banner as seen by the local people 
congratulated Hindus for the liberation of 
Ram Janam Bhoomi and also claimed the 
temple to be an ancient one. In this cormec- 
tion, a deputation led by Muncipal Coun¬ 
cillor Hamid Hussain Khizar belonging to 
Muslim League met the local SHO. The 
deputation demanded removal of the ban¬ 
ner as it could be a cause of avoidable pro¬ 
vocation. The banner remained there on 
February 14 as well. In the words of Hamid 
Hussain Khizar, “people were returning 
from Jama Masjid in groups. The last batch 
comprised of nearly 330 persoiu was chan¬ 
ting slogans. A large number of witnesses 
sMte that this group was peaceful. Sudden¬ 
ly. a police jeep overtook this batch near Lai 
Kuan. The local SHO was in the jeep. He 


asked them to break up and disperse; The 
batch, particularly the youth, continued 
shouting slogans regatding Babri Mogquc; 
etc The SHO yelled in a communally iho- 
vocative manner and resorted to firing in the 
air that resulted in a stampede Evmybrxly 
began to run. A group, mainly of the youth, 
entered Gali Qasim Jan. They were fcdlow- 
ed by the SHO who continued using pro¬ 
vocative language In the interior of Oali 
Qasim Jan sufficiently awqr from Lai Kuan, 
the SHO fired at two young boys not with 
his revolver but with a gun which he took 
hold of from a policeman. One of them died 
at the spot aiui the other passed awi^ in the 
hospital after two days!’ ^o according to 
Khizar, he had addmsed this last batch 
briefly before the stampede caused by SHO's 
firing in the air at Lai Kuan. He Ported 
them to return to their homes quietly and 
abide by the earlier decisions of npt raising 
any slogan at all. This was corraborated by 
other eyewitnesses. 

Mohd Ishtiaq Khan (36) of Gali Qasim 
Jan who is one of the highly respected 
shopkeepers confirmed the abow mention¬ 
ed details. He stressed that different com¬ 
munities particularly Hindus and Muslims 
had always lived peacefully and there was 
no question of animosity brtween them. He 
also pointed out that the few shops run by 
the Hindus were all intact and had been kept 
closed by them voluntarily. There was no 
question of attacking any Hindu or any of 
the shops. He added that the protest was only 
against the government and the judgment 
regarding Babri Mosque and Ram Janam 
Bhoomi. 

Mukhtar-uz-Zaman was witness to the 
events at Lai Kuan. Owing to a defect in his 
feet he is unable to walk properly. Accor¬ 
ding to him, ‘T was returning after the 
Namaaz from Sannuji Masjid, near 
Rodgran. Around 8.30 p m, I was at the cor¬ 
ner of Oali Qasim Jan near the Butcher 
shop. I walk slowly as 1 am slightly han¬ 
dicapped. I heard shou beings fired at Lai 
Kuan. I cound not run because of the defor¬ 
mity. I could see people ruiming hither and 
thither. I knew this would be my end. I hid 
myself in a corner. After some time the 
stampede relaxed and I again resumed my 
walk. At Indaia Kuan (where the two men 
fell to the bullets), both of the deceased 
Zakfr and Subhan were in a group of teen¬ 
agers. They were among those who were ask¬ 
ing people to go to the respective houses as 
firing was taking place at Lai Kuan. They 
knew me personally and told me to rush. 1 
just walk^ a few paces when I heard a 
shout. As 1 turned around 1 saw the SHO 
taking a rifle from another constable. He 
took two shots and not one u stated in a 
section of the press. It was within seconds. 
The two boys fell there and then. Then the 
SHO looked at mc^ gave riK a hard stare and 
walked back to his jeepl* 

The balcony of house no 2037 at Indaca 
Kuan is a very important locatioo and 
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utybody ftanding thoc cas have a tnni's 
eyeview of the area. IVranty-nve year dU 
Kailash Mishia was there at Aat time. While 
corraborating the earlier details and the se> 
quence of events, he also added, “1 was wat¬ 
ching everything from the balcony. 
Although, it was crowded yet everything was 
peaceful. All shops were closed since mor¬ 
ning. Even Hindus had closed their shops, 
it was not only an unruly crowd. 1 clearly 
saw the SHO flring shots at the boys. He 
had a rifle in his hand!’ 

Abdul Hai Ansari of Indara Kuan who 
saw the whole incident from his top-floor 
residence also confirms the above state¬ 
ments. “The crowd was making a loud pro¬ 
tests to get the banner removed. A police 
jeep had been surrounded by one group. The 
SHO refused to oblige. He resorted to mild 
lathi charge and then fired in the air. The 
people run. A group entered Qasim Jan 
street. The SHO foUo\^ the group shouting, 
*1 consider you to be insects of the drain’. He 
took a position and then fired into the 
crowd.” 

Several other accounts substantiate the 
above details. The police in an official state¬ 
ment (which was reproduced in most of the 
press on the following day) said that the fir¬ 
ing into the crowd had takm place in the Lai 
Kuan area as mobs were attacking the tern- 
pie. Gah Qasim Jan is at least 300 yards from 
the temple at right angles to Lai Kuan. 
Besides, the firing took place in the interior 
of the lane, close to Ahata Kaley Sahab 
where there was no trouble. 

One eyewitness said that some people 
threw stones at the police from above a 
house at the entrance of the lane Even if 
the crowd was threatening, the police did not 
fire in the air. did not Are tear-gas shells, did 
not resort to a lathi charge. All accounts 
show that the SHO just snatched a rifle from 
a consuble and fir^ almost at point-blank 
range into the crowd way inside the lane. 

The pohce also stated that mobs were bur¬ 
ning vehicles and looting shops and also for¬ 
cing shopkeepers to pull down the shutters, 
in reality, no shops, no vehicles had been 
damaged, looted or burned. Also, all the 
shops were closed since morning. Even 
pan/dgarette shops were closed. 

As stated earlier, the police had stated that 
they had resorted to flring when a place of 
worship was attacked. 

Among the many people interviewed by 
the PUCL team near and around the tem¬ 
ple was Zarikhuddin of Katra Sheikh Chand 
which is just opposite to the temple. He told 
the team that, “Around 3.30 p m the last of 
the namaazsis had arrived from the Jama 
Masjid. A banner had been put omnight 
in front of our Katra and near the peepal 
tree: It said 'Prachin Shiv Mandir’ (ancient 
Shive Ibmple and something to do with Ram 
Janam Bhoomi. The peepal tree has been a 
disputed and controversial place. The peo¬ 
ple of the area have been telling the SHO 
to get the banner removed as it may spark 
0^ trouble: No one attecked the temple. A 
police jeep came. Some people climbed on 
top of it. It had happened at Lai Kuan and 


not at Gali ()asim Jan where the two boys 
were murder^ by the SHO. The SHO had 
fired in the air with his service revolver at 
Lai Kuan to disperse the crowd. The crowd 
ran into various lanes and by-lanes. The 
SHO shouted at the policemen to Are at the 
fleeing poeple but nothing happened. At this 
the SHO himself snatched the gun of one 
of the jawans and entered Qali Qasim Jan 
and fired? 

Abdul Hai Ansari, a well known citizen 
of the area and a member of Delhi Waqf 
Board, narrated the background of the con- 
troverdal peepal tree and the temple around 
it. According to him, the territory where the 
peepal tree stood with the idols in front of 
it actually belonged to the Waqf Board. 
Nearly twenty-five years back, a few Hindu 
midwives living in the area initiated the prac¬ 
tice of bringing newly married brides to the 
peepal tree: The bndes poured water, offered 
prayers and tied a thread on the tree. This 
was never objected to by the Muslims. Subse¬ 
quently, the late Maulana Akhlaq Hussain 
Qasmi, a Municipal Councillor of the area 
belonging to the Congress brought about an 
argument between Hindus and Muslims to 
put dieties over here: This happened in the 
mid-sixties. This was opposed by secular- 
minded Hindus as well as Muslims who 
perceived this as laying the foundations for 
a conflict which could be easily exploited for 
electoral and divisive purposes. These ap¬ 
prehensions were ignored, though it was 
agreed that members of neither communi¬ 
ty will make any additional construction 
on the platform built around the tree. On 
special occasions Hindus celebrated Janam 
Ashtmi at this place and Muslims set up a 
Sabil'Piao at the same spot during Mohar- 
ram and on the occasion of Bara Wifat. This 
arrangement worked smoothly. However, 
three years ago, some RSS supporters started 
constructing a wall around the tree. This step 
created tension. The then SHO, Saidar Baijit 
Singh, handled the situation very tactfully. 
The portion of the wail which was con¬ 
structed was demolished. In fact, another 
agreement was amved at that Hindus would 
observe the sanctity of Namaaz and temple 
bells would not be rung during that time. 
SHO Baijit Singh, had the full support of 
Nikhilkumar, the then DCP of this range. 

The situation started to deteriorate when 
nearly two years back Baijit Singh was 
transferred and the present SHO succeeded 
him. The newer SHO allegedly patronised 
communal elements. The peepal tree was 
converted into a temple with full time ‘pu- 
jari’. Several residents, both Hindus and 
Muslims, also allege that drug-p^'ddling, 
gambling and unauthorised constructions 
had dramatically increased since, the new 
SHO took over. 

INCIDENTS IN JATWARA 

The PUCL team also spend an extended 
time around Gali Jatwara where idols had 
been removed from a Hindu temple. They 
met members of both Hindu and Muslim 
communities. In the course of the investiga¬ 
tions, several striking differences were evi¬ 


dent when compared to the situation in Lai 
Kuan and Gali Qasim Jan. For instance, in 
Lai Kuan, every item belonging to the tem¬ 
ple, including the idols, were intact. This was 
not so in Jatwara. Where there was no con- 
fronution between the two communities in 
Lai Kuan, an altercation did take place in 
Jatwara. Eyewitness accounts indicate that 
the situation that could be brought under 
control only after anti-social elements dad 
pulled up and damaged two idols and in¬ 
flicted injuries on several people. 

Babu Lai who is in his late thirties and 
whose house in Gali Jatwara virtually faces 
the temple told the PUCL team that around 
3 p m he saw groups shouting slogans at 
each other on the main street. A few of them 
were inside the lane and it was from them 
that he ibceived his injunes. Babu Lai main¬ 
tains that he did not recognise a single 
Muslim resident of Jatwara among those 
who attacked him. Babu Lai received a deep 
injury in his head and a tracture in his left 
leg. 

The team then met Ram Babu of Jatwara 
Lane. He is the president of Pipleshwar 
Mahadev Ibmple Society. He stated that 
Hindus and Muslims of this suea have 
always had very cordial relations and that 
the temple was desecrated by outsiders. This 
was corraborated by several other residents. 
In fact, what was striking was that despite 
the damage to the idols, theie seemed to be 
no tension between the communities in the 
area itself. Additionally, three Muslim local 
residents happen to be members of the tem¬ 
ple committee. 

Dasarath Vashist, the General Svretary 
of the Seva Samiti, Jatwara stated, “Around 
3 p m on February 14 people were passing 
through the main street outside Gali Jat¬ 
wara. All of a sudden nearly IS among them 
entered our street. TVvo among them broke 
away the idols. They were certainly not from 
Jatwara street. There is also no tension bet¬ 
ween Hindus and Muslims here” 

Before the visit to the area, the PUCL 
team had been told of a report circulating 
among the police that a grocery-cum-genenl 
store known as Sabharwali store on the main 
street opposite Gali Jatwara had been looted 
and partly burnt The team found the en¬ 
tire shop intact. Besides, it had been closed 
throughout the 14th and had not been looted. 
A corner of the thick khaki curtain which 
juts out of the shutter appeared to have been 
burnt. The proprietor of the store also 
stated that his shop was neither looted nor 
damaged. 

The team members also met 27 year old 
Akhtar Khan, a resident of Chandini Mahal, 
According to him, he was returning from 
Baradari Mosque near Kucha Chelan on the 
afternoon of 14. He found the police was 
firing in the air in all directions. He also 
heard sounds of police flring on the Chitli 
Qabar side In this situation, a bullet flred 
by the police hit him in the calf of his right 
leg and he became unconscious. His injury 
had not healed uptil February 20, and, ex 
cept for going to the hospital, be bad to re¬ 
main in bed. Akhtar who is the sole earner 


729 



April 26, 1986 


ECONOMIC AND POLITICAL WEEKLY 


in his fiunily works in a cigarette lighter 
manufiacturing workshop. He was very wor¬ 
ried that his job might be lost. 

56-year old Mian Mohammad Din, also 
of Chandnl Mahal, recognised some of 
those in the mob. He said, “while returning 
after my Friday prayws on February 14, I 
found people coming from the direction of 
Delhi gate I could spot a couple of known 
anti-sodal dements, Omi Hulla and Chander 
Para among the crowd. They were ahead and 
shouting objectionable slogans. They also 
managed to enter Jatwara. Any of them 
could have desecrated the templeT’ 

POLICE TERROR 

What emerges from the accounts of over 
two dozen victims from all over the walled 
dty area is a clear picture of unjustified 
police brutality. The methods utilis^ within 
the lock-up reinforce the intention of the 
‘show of strength’ tactics outside to create 
terror and a fear psychosis in the minds of 
the people What also emerges is a com- 
munalisation in sections of the police force 
in the area—evident, for instance, in the 
language used during interrogation and tor¬ 
ture and in the fact that almost all of the 
over 800 people arrested between February 
14 and 20 were Muslims. 

It must be stated however that many of 
those that the team members spoke to prais¬ 
ed the role of the SHO of the Jama Masjid 
Chowki. It was because of his helpfbl and 
restrained attitude that there were no in¬ 
cidents in the Jama Masjid area. Similarly, 
people still remember the impartial and 
positive role of Sardar Baljit Singh, the ex- 
SHO of the Hauz Qazi police station. 
Several of those interviewed remembered the 
attitude of conciliation of these offlcers in 
earlier periods of tension. A few of the 
statements made to the PUCL team are 
reproduced below; 

Mrduunmed Nasir, 22 years, 1048, Phatak 
Ram Kishan Dass, Chitli Kabar. 

I and my cousins ftom Pakistan, Jamsh- 
ed and Mansoor Ahmed (staying in Saiam 
Hotel), were having tea in a restaurant. There 
was a large crowd. Then the police came in¬ 
side the restaurant and started asking the 
names of the-persons present there Then on 
the basis of community they rounded some 
people including us. Ws were beaten up. The 
police was alto suspicious about certain peo¬ 
ple who had given Hindu names. They too 
were coughi. At the Daryagani police station 
their pyjamas were opened to see whether or- 
cumcision had taken place. The police also 
indulged in these indecent acts at ITO 
Chowki where we are taken ftom Daryagarij 
thana. There we were beaten mercilessly. At 
one time, 1 had 14-15 policemen piling upon 
me; ItwasonlyinTihar Jail that we are pro¬ 
vided some r^ef. There we even got Mex 
and tome tableu but not before we had brib¬ 
ed the jail authorities. One man called 
Zamiruddin was badly beaten at ITO and 
had to be hospitalised with several stitches 


on his head While beating, the pohee of¬ 
ficers at ITO repeatedly said, “Why don’t 
you people go away to Pakistan? Why 
should you continue to stay here?” From 
ITO we were taken to Hduugaitj police thana. 
There we were told, “take this place as a tem¬ 
ple and not as a police station” It was a 
very cold night but no blankets were pro¬ 
vided. For 60 people there vvere only two 
blankets. Many of those present there were 
muiors who too had been arrested. They were 
forced to give their age as over 20 years. 

One nikistani who was travelling in Bus 
No 215 which goes from Madias Hotel to 
Shahadara was alto caught. Near Gokha the 
police entered the but and caught hold of 
him as he could be easily recognised in his 
Awami dress. His name also Zamuuddin. He 
was so severely beaten that he had to be 
hospitalised with some 8-10 stitches on his 
head His Rs 500, 25 dollars and a Rado 
watch was taken by the police. Many such 
items of the prisoners were not returned. My 
silver nng was not returned. When I asked 
for it 1 was repeatedly slapped by the pobce 
officials 

At Daryagani thana, the SHO told the 
beating policemen not to hit at the head and 
other vulnerable places while beating us. 

Mohammed Aaif, 24 years, 941, Gall 

Mochian: 

Around 3 p m on Pdiruary 14,1 was com¬ 
ing from Daryaganj. I was bringing the 
samples of a musical instrument ftom Kumar 
Music House. IWo other persons and myself 
were caught by the police We are asked our 
names. As they had Hindu names they were 
allowed to go. I told my real name and was 
badly beaten by them This beating lasted for 
an hour. At the same time shots were also 
being fired. The place was Baqai Dawa 
Khana, Chandm Mahal . I was thrmten- 
ed that I will soon be shot and a gun was 
put behind my back. 1 was taken to Chand- 
ni Mahal. 1 was bleeding. At the Chandni 
Mahal Police Chowki I asked for water but 
the police personnel said that instead I would 
be given urine; Communal remarks were 
passed. As my condition was deteriorating 
1 was taken to J P Hospital where I told the 
doctor that the police had beaten me up. 
From there I was taken to the police lock¬ 
up. In Tihar Jail, I was not beaten but ask¬ 
ed to clean the latrine and utensils. For not 
cleaning the latrine I was asked to give 
Rs 50 which eventually I gave. 

With me in police custody there was 
another boy. He is an orphan and studying 
in the Fatehpuri Madram School. He was 
also very badly treated. Ibrahim of Nabi 
Karim was also with me. He had told me that 
he had been picked up by the police from 
Bazaar Sita Ram after he was returmng from 
Okhla after his duty. 

1 was also told by the police that if the 
Magistrate asked me anything, I should tell 
him that I was part of a trouble making 
crowd and had been arrested there. At the 
time of arrest my Seiko watch, the sample 
of musical instruments and Rs 18.35 were 
taken by the police. However, I was not adt- 
ed to si^ anywhere. These personal belong¬ 


ings were taken in the lock-up and not before; 
(The team members found that Moham- 
m^ Asif had been injured badly. His upper 
lip had been badly cut. While there were 
signs of injuries all over his body, several 
muscles were swollen and paining.) 

Mohd Hanif, 1225, Mohalla Rakabganj: 

At around 3.30 p m on February 14,1 had 
returned from the mosque of the area (not 
Jama Masjid] and then went to sleep. I had 
been sick since the last few days. [He show¬ 
ed the team the medical prescription.] My 
doors were forced open and some 5-6 police- 
men entered. Along with my wife and cbildicn, 

1 was beaten and abused. I was utken near 
the Delite Cinetna Hall. There I was beaten 
with rifle butts. From there they took us in 
a lorry to the Daryaganj Police thana. In the 
police van they repeatedly slapped me. At 
Daryaganj thana, 1 was again beaten. From 
there I was taken along with others to ITO 
thana. I was abused there Bad words were 
spoken about the Prophet of Islam. Com¬ 
munal remarks were also passed. Agam at 
1.30 am at night some new faces appeared. 
They beat us up by stopping us in the open. 
It was just hell. It was very cold and every 
time we were hit mockery was made of 
our religion After that we were taken to 
Pahai^nj thana We asked for blankets and 
they replied that we were not their guests. 
There were some 60 of us. The truck in which 
we were taken to the court was a charcoal 
truck [He showed the team members char¬ 
coal stained clothes ] We were just hurled like 
animals m that truck We were told not to 
look here and diere but down. If anyone even 
lifted his face he was slapped. Many Hindus 
were left at ITO after being asked their 
names. No police women was there when the 
pobce entei^ my house. [The team members 
saw several injuries on his body.] 

Beside, the above statement from residents 
and others, there were several others who 
could not physically move very much be¬ 
cause they had been severely beaten. TWo 
among these, Usman of 1253, Ganj Mir 
Khan, and Moinuddin of 2020, Oani Mir 
Khan, were unable to speak to us due to 
severe pain and th^ had also been unable 
to eat for four days. 

Balfoe; a resident of Katra Shdkh Chand, 
was arrested soon after the firing. He is still 
under arrest. His brother, Zarikhuddin, told 
us, “My brother was prominently known in 
the area. He had even control!^ the boys 
who had gheraoed the police jeep. Nothing 
happened and he had even come home. He 
later realised that his children were missing. 
He went out to search them and was picked 
up by the police who beat him ruthlessly. He 
suffered severe head injuries and a fracture; 
After everything was rdaaed, the gates of 
Katra ^leikh Chand had been closed. No 
one dared to move outside. But the police¬ 
men entered through the window and started 
firing indiscriminately. The people had shut 
themselves in and thus no serious iqjurlM 
ensued. The firing was merely to spread 
panid’ 
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The PUCL team observed that bullet 
marks were present on both sides of the 
Katra. One such mark is only four feet above 
the ground. Tlw police wept deep into the 
narrow Katra and fired indiscriminatdy. 
There are bullet marks on the balcony of 
various houses. 

Nawed Hamid (20 years), an active youth 
worker of Ballimaran area said that the 
police was segregating those it wanted to 
harass on the basis of community. Accor¬ 
ding to Hamid, “On February 14, around 
4 pm, i was returning from Hauz Qazi. I 
was wearihg trousers and shirt which did not 
make me di^inctly a Muslim. 1 saw that the 
police was on a brating spree. But the peo¬ 
ple were being identified on a selective basis. 

1 saw many bearded people being humiliated 
and their beards being pulled. Others who 
could be easily recognis^ as Muslims were 
being mercilessly beaten. A 10-12 year old 
child was beaten so badly that he became 
unconscious!’ 

Another feature of these atroaties was 
that the police was Mking the help of 
civilians. Hamid Hussain Khizar, the Cor¬ 
porator of the area, told us that “one 
Yogeshwar who works in Nav Bharat Times 
(watch-and-ward security section) is creating 
panic in the area He had joined hands with 
the police in beating the residents of the 
area While beating the residents he repeat¬ 
edly said, ‘so you had shoutpd slogans, now 
we will punish you for that’. Another civi¬ 
lian, Htra Lai, was also beating the residents 
of the area along with the policemen. He 
lives in Katra Ghulam Mohammed!’ These 
details were also reiterated by Mohd Isbtiaq 
Khan (56) of Gali Qasim Jan. 

ATFEMPTS AT COVER-UP 

According to Hamid Khan, a shopkeeper 
or Chitli Qabar, there were no attempts of 
arson or looting in that area. In spite of this, 
the police Hred at several closed shutters of 
shops. Subsequently, two police ofHcers 
went to the owner of one shop and asked 
him to remove the marks of the firing. Zulfi- 
qar, known in the locality as a police tout, 
^so tried to force the shopkeepers to erase 
the bullet-marks. Members of the PUCL 
team saw bullet marks at Green Electricals, 
628, Chitli Qabar. 

The investigations of the team also reveid- 
ed that a large number of people were, under 
duii»s, made to sign police statements. 
Mohammed Eizaz of 90, Chatta Lalmian 
told our team members that on February 20 
he was returning from his shop at 'ftrai 
Beram Khan when he was apprehended by 
Meeraiu. allegedly a known ‘dada’ of the 
area, (n Eizaz’s words, “Meeraju ordered me 
to come along with him. He took me to the 
Chandni Mahal thana where 1 was made to 
sit in a police jeep. The SHO told me that 
the police had done nothing wrong in 
Jatwara and that I should give such a state¬ 
ment in the Court. Meeraju then said that 
the police would then not harass me and t 


could even open my shop during curfew 
time I was then made to sign a statement. 
Several people like Baddu Pahalwan and 
Moti Pshaiwan came with me to the Court 
and after 1 had given my statement in Court, 
Baddu said that my business will now flou¬ 
rish as the police was now my friend!* 

Mohunmed Idris, of 44, Chatta Lalmian 
was similarly apprehended. He saw Eizaz be¬ 
ing forced to sit in a police jeep and saw the 
SHO standing next to the jet^. Idris was 
uken to the Dirkman Gate police station 
where the SHO ordered him to give a pro¬ 
police account to the Court. According to 
Idris, the account went something like this, 
“Friday, February 14, I was coming from 
Chitli Qabar. About 4-5000 people were pre¬ 
sent and they were indulging in rioting. 
There was a terrifying situation and the 
police was acting with great restraint. How¬ 
ever, they were forced to intervene First they 
lathi-chaiged the mobs, then burst tear gas 
shells. But the mob was becoming more 
unruly. Finally, the police fired. The firing 
was only in the air, otherwise many people 
would have died!* 

Idris also mentioned that Baddu Pahalwan 
was a terfor of the area and is known to be 
an agent of the police The team members 
met at least ten people who were forced to 
give pro-police statements. 

people’s Desire for Harmony 

The overwhelming feeling among the 
residents was the need to re-establish rela 
tions of amity between the communities. 
Almost all the persons from different oc¬ 
cupations and backgrounds that the team 
spoke to were unanimous in their anger 
against certain police officials and politi¬ 
cians who they felt were forcibly attempting 
to vitiate a relatively harmonious situation. 

For mstance, Hamid Khan of 1430, Chitti 
Qabar, said that, “there was no looting on 
February 14 in this area. The shops were 
already closed but to create some sort of a 
trouble the police fired at the closed shut¬ 
ters. Many of my friends were witnesses to 
this. This may have also been doqe to spread 
tension. There has been no history of com¬ 
munal riots in this particular area. There was 
no communal tension. The police officers 
asked the owners of the shops to somehow 
remove the marks of the firing. Zulfiqiar, 
a-police tout, harassed the shop keepers to 
somehow erase the bullet marks. Why is the 
police so afraid now?” 

Close to where the two boys were shot is 
Love Fruit Juice Stall. Joginder, the pro¬ 
prietor of the shop, a Hindu in a Muslim 
dominated area, reaffirmed his continued 
sense of security. He said that *Y>n Friiruary 
14, I kept my shop closed the whole day. 
Since 1 haw come here my business has been 
flourishing. Most of my clients are Muslims. 
I feel no threat of any kind. In fact, I feel 
more secure here. No one even touched my 
shop that day. Even afmr that day I feel no 
change in my relationship with my clients. 


There is no tension in the area except that 
the people are angry with the police.” 

Similarly, Sardar Kulin Singh of Katra 
Behari Lai, Qasiiiijan Street, said that he had 
been living here for the last 37 years l»it no 
untoward incident had ever taken place. “I 
am a Sikh and there are many other Hin¬ 
dus who are living in this area. They too are 
all praises for the Muslims. Wb all live with 
amity and perfect harmony!* 

Gopal Ram, Ram Das& and Kesho Ram 
ate laboums working at Fatbarphoran, near 
Indara Kuan. According to them, "we were 
all doing our work in other anas on that 
eventful day. Before and after tids incident 
we all lived without any threat. During the 
curfew we were given flour, bread as well as 
vegetables by the Muslim residents” 

Statements of Politicians 
The elected representatives of the people 
of the area were unanimous in their view ttot 
this was not a communal confiia as the 
police claimed. In fact, most of them blamed 
the police for aggravating the situation. 

Shamim Ahmad Siddiqui, Congress(I) 
MP, resides in Ballimaran. He said: 

Though 1 bdong to the Congressfl), I have 
no hesitation in saying that the Imam Sahib 
was not provocative. Had he been provo¬ 
cative, the incidents should have ooouied at 
Jama Masjid. Surprisingly, nothing happen¬ 
ed there. The police there acted impartitJly 
and intelbgently and did not do anjrihing to 
aggravate a crisis. This did not happen here 
at Lai Kuan where I think it was nothing but 
an act of police brutality. There was no lathi- 
charge or bursting of tear-gas sheUs. Both the 
boys who have died have no political con¬ 
nections. They were innocent. Although 
because of the well and the peepal tree the 
area has become sensitive; yet this particular 
incident can in no way be justified. 

Newspapers have given distorted verdons 
and the curfew was uruiecessarily extended. 
There was no tension in the area. Neither it 
there any today. In truth, the police it try¬ 
ing to create tensions. All the eye-witnesses 
have one voice—the SHO is guilty and he it 
being shielded. This defence of the arbitrery 
acts of the police is being exploited by com¬ 
munal elements as elections to the dvic 
bodies are due in the next year. 

According to Mirza Siddiqi, the Janau 
Metropolitan Council member from Kucch 
Pandit. Lai Quan: 

It can in no way be termed as a communal 
clash. The two communities did not clash. 
No shops were burnt No stabbing was done. 
No group clash took place No one belong¬ 
ing to the different communitim was injured 
in any altercation. 

The peaceful protest was part of a chain 
reaction. Issues like the Babri Maajid, the 
Quran petiuon cate (in the West Bengal High 
Court] and the Shah Bano decision made it 
appear to the people that systematic attacks 
were bang made on their identity through 
the judicuury. The pn^ection on TV, the state¬ 
wide eeiebrations in Uttar Pradesh and a 
distorted at well as biased press confirmed 
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these fears. The Muslims are uking a lesson 
from the Sikhs who, they feel, were able to 
wrest more and more concessions after they 
became miiitam. Thus, the call for a bandh 
was natural as these fears had to be publicly 
articulated. 

The SHCys actions as well as the police flr- 
ing are not at all jusufiable. Not even a smgle 
policeman has been injured. Uday Vir Singh, 
the policeman mjured, received bullet iniuries 
from the guns of the pobce. He was not in¬ 
jured at Lai Kuan but Farash Khana. The 
police version is that he had been hit from 
the top but in Farash Khana Hindus bve and 
they certainly would not have fired at him. 
The police at Lai Kuan were firing indis¬ 
criminately. It looked as if a triumphant ar¬ 
my was marching through the streets cele¬ 
brating victory by shooting. This was, per¬ 
haps, done to justify the shooting of the two 
bo^. The OCP told me that he had granted 
no permission to fire Not a single police 
vehicle was damaged in the rioting. I per¬ 
sonally met the Pujari who told me that no 
one had attacked the temple 
I am a Member of the Central Jail Com¬ 
mittee I personally met the prisoners, many 
of whom had been badly beaten. Rafiuddin 
Babbe is one of them. He would have been 
shot but for the intervention of senior police 
officers. The former SHQ Baljeet Singh, was 
just fantastic. He did not let down anyone 
The role of inter-party rivalry cannot be 
Ignored. The politicians, speciailly those of 
the Congress, took defeats and victories per¬ 
sonally. Shamim Siddiqui, Congressfl) MP, 
is one of them. He did little to bring back 
confidence amongst the people 
The relations between the two communi¬ 
ties are still very cordial. 

Statfmeni?! of Police Officials 

The PUCL team first met Kaushal, SHO 
of Hauz Kazi, who allegedly fired to kill in 
Qali Qasimjan. In the context of the Hring, 
he told the team that he was not free to speak 
till he got clearance from the Deputy Com¬ 
missioner of Police, U K Kanta. He insisted 
that the rest of the conversation remain 
ofl'-the-record. 

The team subsequently met U K Katna, 
the Deputy Commissioner of Police, Cen¬ 
tral Dislrict. He maintained that he could 
not give clearance to the SHO to talk to us 
until the official inquiry ran its course When 
asked as to why the firing was necessitated, 
he did not comment. He said, however, “the 
SHO of the area took a decision to this ef¬ 
fect in his wisdom or lack of if’. This state¬ 
ment clearly reflects that the firing did take 
place and the SHO was responsU^or it. 

Attempts to meet Rathi were n^^Riduc- 
tive. The team then met the Commissioner 
of Police; Ved Marwah. It told him that if 
quick actiorvwas taken against the SHO; the 
tension in the area could substantially be 
defused. He then said that had the inquiry 
not been ordered, it would have been possi¬ 
ble to take interim action agaiiut anyone. 
Now, he said, until the verdict of the enquiry 
was available^ the Sli^|,bad an equal right 


IP depose before it and continue in his pre¬ 
sent posting. Marwah stressed that the team 
could on his behalf state that the people 
must be reassured that no such incident 
would be allowed to occur again. 

Where Is the Inquiry Report? 

The Lt Governor of Delhi ordered a 
magisterial enquiry into the circumstances 
which led to the killing of the two young 
men in Gali Qasim Jan (Subhan Vllah suc¬ 
cumbed to his bullet injuries two days after 
the firing). The Delhi Additional District 
Magistrate K S Mehra was asked to conduct 
this inquiry and submit his report within IS 
days. The terms of reference pertaining to 
police firing were clearly defined. However, 
SIX weeks have elapsed and until March 29, 
there was no sign of the report. 

Several people told the PUCL team that 
they were being watched by SHO Kaushal 
and his policemen both outside as well as 
inside the court room when they went there 
to depose. There have also been several in¬ 
stances of anti-social elements having been 
mobilised to threaten and cow-down wit¬ 
nesses. 

A legal committee comprising of local 
lawyers in defence of the victims took up this 
matter with ADM Mehra. He subsequently 
issued a warning to the police. However, 
harassment outside the court contmues. The 
police even went to the extent of carrying a 
prepared draft for evidence and forced some 
witnesses to sign that draft and then to sub¬ 
mit it to the court. 

Conclusions 

The PUCL team’s investigation has esta¬ 
blished that there were no riots in the wall 
ed city on or after February 14, except the 
incident at Jatwara and at Asaf Ali Raod 
both of which could have been easily averted 
had the police acted promptly, impartially 
and with restraint As a matter of fact, the 
police itself became an interested party in 
circulating a false impression that the groups 
that had formed after the Friday prayers 
were riotous. 

There are two obvious reasons for this. 
The police wanted to justify its unwarranted 
firing in Gali Qasimjan which led to the 
death of two people. Secondly, after the Jat- 
ware inadent, the police needed a protea cer¬ 
tain anti-social groups so as to pressurise 
witnesses into submission. 

In this context, it needs to be mentioned 
that the reporting of events in at least two 
leading newspapers concurred, without veri¬ 
fying the full facts, with the official police 
statements and hand-outs. For instance; one 
of them stttcd in its editorial thtd as a se- 
qud to Shahi Imam’s ‘provocative’ and com¬ 
munal speech the people indulged in rioting. 
The editorial went further to say that the 
police and administration should use a heavy 
hand to deal with the situation. The cause 
and the remedy as stated by this paper were 


unsubstantiated and helped in legitimising 
the terror let loose by the police. Similarly, 
most of the coverage in the other national 
dailies was devoted to the officid police 
statements. 

For instance; according to one leading dai¬ 
ly, ‘The violent incidents were the sequel to 
a special prayer meeting at Jama Masjid to 
protest against the opening of the Ram 
Janam Bhoomi temple in Ayodhya recent¬ 
ly. The police flred at least a dozen rounds 
to disperse rampaging mobs... The curfew 
was clamped over a large part of the walled 
city covered by five police stations at 3.30 
pm on Friday when riotous mobs fanned 
out to the narrow lanes of the area. IVo 
youths were killed when police opened fire 
at Lai Kuan when a crowd began pelting 
them with stones" 

Another leading daily wrote, ‘The ram¬ 
paging mobs took to guerilla taaics of com¬ 
ing out of one street of the walled city resor¬ 
ting to stoning and then disappearing in the 
labyrinth of streets, fanning out in differoit 
areas. Policemen kept chasing the rioters in 
and out of different localities. The police 
parties, including senior police officials, 
which went into the interior of the walled 
city in search of the culprits indulging in 
violence, were viaims of heavy stoning from 
house tops. They had to resort to lathi- 
charge, teargassing and then firing to con¬ 
trol the mobs. 

There are also the so-called ‘peace com¬ 
mittees’ which inevitably spring up after the 
events have lost their relevance. This has 
become something of a ritual. The PUCL 
team found that many among those who 
profess to maintain peace happen to be the 
instigators of the trouble. While; by and 
large, the people understand this, the ex¬ 
istence of a plethora of these committees 
creates complex problems which need to be 
understood and countered. 

Another crucial factor that came to light 
during the investigations was the collusion 
between some politicians and the local 
police; The investigations revealed a complex 
underworld of smuggling of drugs—smack, 
heroin, etc—and the lucrative dealing in 
unauthorised constructions. The allied role 
of several police officials in these activities 
thus becomes a determining faaor in their 
behtwiour towards the people; Usually, those 
in power at the Centre tend to get a controll¬ 
ing hand. It is this conflia over territorial 
rights within an area like the walled dty that 
creates further tensions and animosities. 

Almost alt the people the team met were 
keen to protea and maintain communal har¬ 
mony. There was no evidence of Hindu- 
Muslim conflia. On the contrary, in the 
lanes and by-lanes where Hindus are in a 
thin minority, there was no feeling of fear 
or apprriiension. There were a number of 
instences where Hindus stood bail for ar¬ 
rested Muslims and led delegations to the 
authorities for the withdrawal of the huge 
police contingents. 
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FAMILY PLANNING 

Hormonal Methods of Contraception 

Government Indifferent to Dangers 

Padma Prakaah 


DESPITE the ongoing world-wide con¬ 
troversy on injectable contraceptives (ICs) 
the government is blithely going ahead with 
its plans for introducing ICs into the fami¬ 
ly planning programme without adequate 
proof of their safety or even efficacy. ICs 
are being offered to women through the pro¬ 
gramme as one of several spacing methods. 
Moreover, several other long-acting con¬ 
traceptives are under trial and at least two 
of these, both hormonal contraceptive im¬ 
plants, are being trial-tested through the 
programme. 

For more than a year health groups and 
women’s groups have consistently been 
demanding that the results of the trials 
should be made public and discussed before 
a potentially hazardous hormonal contra¬ 
ceptive is introduced on a large scale. None 
of this seems to have had any effect on the 
authorities concerned. 

The Indian Women Scientists Association 
(IWSA) has now come out strongly against 
the introduction of ICs in the family plan¬ 
ning programme, it has stated that neither 
1C, DMPA (Depot Medroxyprogesterone or 
Depo Provera) or NET EN (Norethesterone 
enanthate) is feasible, acceptable or safe in 
a mass programme in In^ia. The statement 
was issued at the end of a one-day panel 
discussion organised by the IWSA on March 
8, International Women’s Day, in Hyderabad. 
Participating in the discussion on “Feasibili¬ 
ty, Safety and Acceptability of Hormonal 
Methods of Contraception’’ were women ac¬ 
tivists, health workers, biomedical resear¬ 
chers and eminent specialists and teachers 
in obstetrics, gynaecology, pathology and 
physiology. The deliberations covered a 
number of issues, medical, ethical, social 
and political. 

This is not the first time that the IWSA 
has taken a principled stand, arrived at after 
much discussion, against the government’s 
actions. In 1983, when the Health Ministry 
announced its new policy of marketing the 
Pill through shops and other such outlets, 
the Hyderabad branch of the IWSA wrote 
to the minister urging that the mass Pill 
policy be scrapped. It had pointed out that 
the lack of an effective health care system 
which might have been able to give the 
necessary support to the policy was totally 
lacking. It is particularly courageous and 
commendable of IWSA to have put forward 
reasoned criticism on such a sensitive issue 
because many of its members are scientists 
working in government institutes. It is per¬ 
haps for the first time in India that the voice 
of scientists has been raised against the un¬ 
scientific and irrational policies of the 
government. 

Ipjectable contraceptives have been a 
focus of much debate for years in many 
counuies. The first of the ICs tobe inuioduc- 


ed in Latin American countries and the US 
was Depo Provera which was first used to 
prevent .spontaneou.s abortions. After it was 
licensed for contraceptive use it came in for 
heavy criticism when it was discovered that 
the manufacturer, Upjohn Company, the US 
multinational, had suppressed vital data on 
animal trials which indicated that the drug 
might be carcinogenic and hazardous. The 
controversy has gathered strength since then. 
The US FDA had set up a Public Inquiry 
Board which in 1983 disapproved of DP be¬ 
ing license^ as a contraceptive. In Britain too 
a public inquiry was set up which, however, 
recommended the drug for restricted use. In 
the meanwhile the ’other injectable', NET 
EN, wMch is the same basic compound, pro¬ 
gestogen, has been introduced and is being 
promoted on the grounds that it is ’safer’ 
than DP. 

In India DP was trial-tested sometimes in 
the 70s but these trials were abandoned 
because of the controversy that had broken 
out by then. NET EN has been undergoing 
clinical trials since 1977. In 1983 the Health 
Ministry, supposedly on the basis of these 
trials, announced that NET EN would be in¬ 
troduced in the family planning programme. 
The phase IV trials were to be conducted in 
several post-partum centres. At this point of 
time the results of the 1977 trials, which had 
been conducted under a WHO programme, 
had not been published and the basis on 
which the recommendations for a mass in¬ 
jectable programme was being made was not 
clear. 

In recent months, after consistent efforts 
by health groups and women’s groups it has 
been possible to obtain some information 
about these trials and the clinical and 
medical data they have generated. Moreover, 
several groups have discussed the issue of 
ICs, their unethical testing procedures and 
the hazards they pose and have found to 
their dismay that even apart from the 
medical considerations there are major 
ethical and social reasons why this pro¬ 
gramme should be withdrawn. The Hyderabad 
discussions highlighted some of these issues 
which were discussed at length. 

Ca.se ACiAtN.si Mass 1C Programme 

What is the rationale for opposing a mass 
IC programme? Three main reasons were 
listed by health activist and journalist Vimal 
Balasubrahmanyam; (1) the enormous 
potential for misuse of ICs; (2) the ex¬ 
perience in other nations where ICs have 
been used in an exploitative manner on 
disadvantaged women; and (3) the weakness 
of the present health system which cannot 
cope with even the more routine problems 
of primary health cate or those arising from 
the use of other conventional contraceptives. 
Moreover, we are already well aware of the 


extent to which the pharmaceutical lobby 
can pressurise third world governments to 
trial-test and licence harmfiil drugs or con¬ 
traceptives. The Pill, for instance, was first 
tried out on Peuito Rican women to deter¬ 
mine safe doses. 

Another factor which must also be taken 
into consideration is the excessive emphasis 
since 1977 on female contraception. Vimal 
also pointed out that women’s access to con¬ 
traception of choice is “severely inhibited by 
patriarchy and social inequality, lb support 
the mass hormonal programme as the only 
feasible option in the existing sodo-culturai 
context is to leave the sexist status quo 
untouched.” 

The basis on which potentially hazardous 
products or devices are licensed for use by 
the general population came in for much 
criticism throu^out the discussions. The in¬ 
troduction of a new drug is preceded by an 
assessment of the relative risk/benefits 
which takes into consideration the drug’s ef¬ 
ficacy, therapeutic v^ue, the medical need, 
its known toxicity and side effects, the 
possibility of adverse reactions and the 
potential for misuse. Dr C Sathyamala of the 
Medico Friend Circle contended that in ec- 
amining the issues related to contraceptives 
it must be remembered that they are used 
not by a relatively small proportion of the 
population suffering from an illness, but on 
large numbers of healthy women. This is 
why even if the incidence of hazardous ef¬ 
fects of NET EN is small, because a large 
healthy population is involved, the quantum 
of ‘risk’ becomes unacceptable. 

On the basis of an exhaustive review of 
data and other related material Sathyanuda, 
Nalini and othos from Saheli, a Delhi-based 
women’s group, and the Medico Friend Cir¬ 
cle reported several discrepancies between 
the data obtained in the trials and the con¬ 
clusions drawn. Moreover, several disturb¬ 
ing bits of medical information obtained 
from these trials have been blithely ignored 
in coming to conclusions of the efficacy and 
safety of ICs. For insUnce, although there 
is no available data on whether women who 
have been on ICs can once again conceive 
after discontinuation, the nunistry is recom¬ 
mending the contraceptive as a spacing 
method. It was pointed out that the very 
reasons which make NET EN an effective 
contraceptive, viz, preventing ovulation and 
affecting the status of the endometrium 
(uterine wall lining) and the cervical mucus, 
might themselves, even after the contracep¬ 
tive has been withdrawn, prevent conception. 
Moreover, the only studies which are being 
undertaken to determine return to fertility 
after discontinuation ate being conducted on 
women who have had just one injection. It 
is hardly necessary to mention that if NET 
EN is to be used as a spacing method it will 
be used for at least two to three years (i c; 
least 12 to 18 injections). It is of interest to 
note that in the ICMR studies the highest 
failure rates (i e; highest rates of pregnancy 
despite the use of the contraceptive) have 
been in the first six momhs of contracep¬ 
tive use. The design of the study is therefore 
itself biased to show a high number of 
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pregnancies which would be interpreted to 

indicate good ‘return to fertility* statistic! 

Participants also repeatedly pointed out 
thM there have b«n no long-term studies 
which conclusively prove the safety of the 
drug for long-term use. Nor have there beer, 
any studies where women who have discon¬ 
tinued the drug after, say, two to three years 
have been studied. Since very little is known 
about how the drug is metabolised in the 
body or whether the active ingredients ac¬ 
cumulate, over a period of time, there can 
be no assurance of long-term safety. 

Several other issues which came up threw 
light on how scientific and clinical datt are 
interpreted in such a way that they support 
the contentions and needs of the establish¬ 
ment. For instance, more than 40 per cent 
of the women dropped out of the trials 
because they suffered from a variety of men¬ 
strual problems caused by the contraceptive. 
The ICMR report views this as merely due 
to a lack of counselling effort on the part 
of the administering authority! One partici¬ 
pant in the seminar, a biomedical scientist 
who has been involved with reproductive 
research, explained the fallacy of regarding 
mensuual problems as ‘side effects*. The 
reproductive system, the ovarian and the 
menstrual cycles are a delicately balanced, 
firagile and sensitive system which influences 
a variety of functions such as appetite, 
libido, ti^roidal and emotional response and 
also certain neurologicai responses. ICs not 
only cause menstrual irregularities but also 
affect women’s body-weight, cause lethargy, 
headache, weakness, decreased libido, breast 
tenderness, oedema, etc, all of which may 
be due to the disturbance of the menstru^ 
and ovarian cycles. On what basis, she ask¬ 
ed, could these be dismissed as side effects 
to be either ignored or remedied (by hor¬ 
monal therapy or, for excessive bleeding, 
surgical procedures)? 

IDEOLOOICAL BIA.S IN MEDICAL 
Research 

Issues relating to the ideological bias in 
medical research and in health cue program¬ 
mes were brought up by feminist activist 
Susie Tharu of the Stree Shakti Sanghatana 
which has long been working to pressurise 
the government to withdraw the inass IC- 
programme. Several assumptions made by 
' research which are supposedly 'scientific* 
have in fact no basis in science. For instance, 
researchers working on contraceptives 
generally assume that decrease in women's 
.. libido is not of any great importance. 
Another such presumption is that the ovum 
is more‘amenable to control’, which justifies 
the lack of attention being paid to male con¬ 
traceptive methods. The entire attitude of 
looking at a woman only from the point of 
view of the health of her uterus or the nor- 
. malfunctioning of her ovaries is ideological¬ 
ly unacceptable to feminists. Women certain¬ 
ly do need contraceptives, but they are not 
V prepared to use anything which is available, 
regardless of its safety. Feminist activists, 
some of whom are themselves bio-medical 
researchers, urged scientists to build an ‘un¬ 
bias* into the system. 


AciMsu iito Tiised CM jnue oimiaw- 
quacy of the public health services needed 
to back up any such pro^anunei ICMR 
guidelines indicate that before a woman 
receives the injection, a specified examina¬ 
tion procedure has to be followed. Contra¬ 
indications for receiving ICs include liver 
diseases, known or suspected breast mali¬ 
gnancy. undiagnosed vaginal bleeding, etc 
Further NET EN is not to be given to 
mothers with children less than six months 
who are being breast-fed or to women who 
are pregnant. It was pointed out that in over¬ 
crowded and understaffed family planning 
centres conducting such a pre-examination 
to eliminate the contra-indications may not 
be possible Moreover, if a woman is less 
than two weeks pregnant and has a history 
of irregular bleeding there is no way history¬ 
taking can rule out pregnancy, ftivic ex¬ 
amination cannot detect pregnancies less 
than six weeks old. 

It is known that synthetic hormones if 
consumed by the mother may harm the 
foetus. In the case of NET EN, a significant 
proportion of unborn children will be expos¬ 
ed to the drug in the uterus, either because 
the pregnancy has gone undetected before 
the injection was administered or it has oc¬ 
curred due to the failure of the contracep¬ 
tive Additionally, it is known that the ac¬ 
tive ingredient is secreted in breast milk. This 
means that women who are on the con¬ 
traceptive and have continued lo breast-feed 
their infants are exposing the latter to the 
drug. There have been no long-term studies 
on how the drug affects children but it is 
known that synthetic hormones affect growth 
centres in the brain. Not so very long ago 
hundreds of children were born maimed 
because their mothers had taken the drug 
thalidomide during their pregnancy. Even 
more recently it has come to light that 
daughters of women who took a hormonal 
drug Diethylstilbesterol (DES) during their 
pregnancy twenty years ago are suffering 
from permanent reproductive disabilities. 
With these two disiuiters in view, is it ethical 
to allow the use of ICs which have not yet 
been proven to be safe either to the women 
or to children? 

These discrepancies in mcdic^ data and 
their distorted interpretation, lacunae in 
research findings, etc, provoked intense 
debate. Some participants felt that there was 
nothing like a completely ‘safe* contracep¬ 
tive. In the event, our choice must be the 
‘least hazardous* and the ‘most convenient* 
method. Others pointed out that there was 
little available. data on the incidence of 
cancer, especially uterine cancer, among 
Indian women. A feminist activist and 
researeher said that a survey in Hyderabad 
among slum women had found significant¬ 
ly high rates of such' cancer or precancetous 
conditions. ICs in a mass prograiiune would 
add to the risk of a woman developing such 
cancers. 

The consensus opinion was that not enough 
attention is teing paid to developing non- 
hormonal barrier methods of contraception 
or male contraception. The group collective¬ 
ly expressed distress over the unethical prac- 


«fl admge of yUxn aamg fyjiiaitts. 
health activistt and medical eeieaicfaen. It 
not only served to clarify controversial 
issues, but also raised many questions'which 
need to be investigated further. The resolu¬ 
tions which were passed at the end of the 
day are of considerable signi/icance 


Resolutions 

(1) Injectable contraceptives like NET EN 
and DMPA should not be introduced in 
the country's family planning programme 
because their selective and safe use cannot 
be ensured. Their import, sale and distribu¬ 
tion should not be allowed. No more clinical 
trials should be carried out. The available 
information on the injectables contra-indi¬ 
cates their use in the Indian context. 

(2) The present health-care set-up is ut¬ 
terly inadequate to ensure the safety of a 
mass programme with long-acting hormonal 
contraceptives and oral Pills. The practice 
of setting targets and quotas and achieving 
these through ‘camps', which has resulted in 
deaths and complications, should be im¬ 
mediately scrapped. Family planning 'per¬ 
formance* should be evaluated and reward¬ 
ed not on the basis of quotas fulfilled but 
on the basis of the follow-up and health care 
given to users. 

(3) There should be a shift in emphasis 
(research and use) to safer non-invasive, non- 
hormonal barrier methods. Men should be 
encouraged to share the responsibility for 
birth control. The present neglect of research 
and promotion of male contraceptive methods 
should be corrected. 

(4) Factors like raising the age of marriage, 
better education and employment oppor¬ 
tunities for young girls, and improving thq 
status of women should be given more at¬ 
tention. Bringing down the birth rate is not 
the responsibility of the Health Ministry 
alone. Social and economic policies should 
be so designed as to encourage fertility 
decline. 

(5) All clinical trials with contraceptives 
should be approved and monitored by ethi- 
al committees which should include lawyers 
and representatives of women's groups and 
health groups. Initial trials should be con¬ 
ducted only on educated and informed 
volunteers who are capable of giving fully 
informed consent. The current practice of 
testing drugs on the deprived sections of 
society should be immediately abandoned. 
There should be a review and tightening of 
drug laws, especially those pertaining to 
clinical trials. 

(6) The present trend towards the social 
marketing and advertising of family plann¬ 
ing methods is undesirable and should be 
discouraged. Since the target women ue 
largely illiterate and uninformed there is a 
danger of biased and incomplete Informa¬ 
tion being disseminated if sales promotion 
techniques are permitted. This has h^ipen- 
ed in other third world countries and should 
be prevented in India. 


734 



April 1986 


In Search of the 'Pure Heathen': Missionary Women in Nineteenth Century India 

Geraldine H Forbes 


Arya Samaj and Women's Education: Kanya Mahavidyalaya, Jalandhar 

Madhu Kishwar 


Kadambini and the Bhadralok-. Early Debates over Women's Education in Bensal 

Malavika Karlekar 


Production of an Official Discourse on Sati in Early Nineteenth Century Bensal 

Lata Mani 


Tribal Women in the Warli Revolt, 1945-47: Class and Gender in the Left Perspective 

Indra Munshi Saldanha 




In Search of the ‘Pure Heathen^ 

Missionary Women in Nineteenth Century India 

Geraldine H Forbes 

In the latter half oj the nineteenth century British missionary women appointed by Ladies' Missionary Societies 
began to arrive in India with the expressed purpose of converting ‘pure heathens', i e, Indian women confined 
in the zenanas In the zenanas they hoped to educate as well as to convert The effort to convert was usually 
abandoned under the strict supervision of the male guardians of their Indian students Even the real mission, 
to impart training, was hardly successful The greatest impact of th,splan was on the women missionaries themselves 
who, drawn from the ‘surplus' of genteel single women in England, would otherwise have been competing for 
the few available positions of governesses Significantly, women missionaries of the period were not only the 
helpmates of the imperialists hut were themselves imperialists reenacting the drama of the coloniser and the col 
onised within the confines of the zenana 


IN a songbook inspired by missionary tales, 
"Songs for the I ittle Ones at Home”. British 
and American children learned that Hindu 
mothers were capable ol killing their own 
children One song described the scene 
See that heathen mother stand 
Where the sacred current flows 
V> ith her own maternal hands. 

Mid the waves her babe she throws 
Send Oh send, the Bible there, 
let Its precept leach the heart, 

She may then her children spare 
Act the tender mother’s part ' 

While Indian men had been in contact with 
the ruling toreigners since the mid eighteenth 
century, Indian women remained cut off 
from Western influence by traditional pre¬ 
judices against female education and the 
custom of secluding women in the zenana 
(harem) Among the missionaries, the 
secluded woman gained the reputation of ac¬ 
ting as a “protectress and zealous adherent 
of traditional heathenism’ 

Clearly, the Christian faith and Christian 
attitudes and habits (actually Western at 
titudes and habits) could never be firmly 
established in India until the women had 
been touched Resistance to female educa 
tion had been strong until the Mutiny of 
1857 58, after that the elites were increasing 
ly mterested in having their womenfolk learn 
about the West It was at this time that mis 
sionary women, appointed by Ladies’ Mis 
sionary Societies, went out to India with the 
expressed purpose of converting “pure 
heathens”, i c, Indian women conAned in the 
zenanas 

This paper will examine the motives of the 
British missionary women their careers in 
India, and the impact of their work on 
Indian and British women The sources used 
are primarils personal letters, record books, 
associational records and other documents 
preserved in the archives of the Society for 
the Propagation of the Gospel in Foreign 
Parts (hereafter, SPG) ’ It will also be a 
task of this paper to relate the activities pf 
these women missionaries to the larger ques 
tion of the nature of British rule in the 
second half of the nineteenth century 
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Missitinury Work during the 
Heyday of Empire, 18S8-1914 

Ihe Indian Mutiny was a catastrophic 
event that led to much soul-searching on the 
part of the British Analysts at the time and 
since have focused on why it happened and 
have tried to assess its imp<'cr on Indian 
British relations Generally, the first half of 
ihe nineteenth century has been seen as a 
period of Westernisation accompanied by 
social estrangement between the two races 
One of the causes of abenation, according 
to Percival Spear, was the presence of British 
women in the settlements 
As women went out in targe numbers, they 
brought with them their insular whims and 
prejudices Tor the men the establishment 

ot English homes in place of the prevalent 
zenanas withdrew them still more from 
Indian ways of thought and living ^ 

At the same time, missionaries encouraged 
the notion that Indians were heathens 
thereby furthering the tendency to discount 
their protests When the Mutiny occurred, 
the British were unprepared for this reaction 
to their reform efforts 

The impact of the Mutiny, so we have 
been told by most historians, was that it 
caused the British to stop trying to Wester 
nise India In the “Aftermath of Revolt”, 
Ihomas Meaalf wrote, 

The British still remained convinced of their 
own moral supenoriiy, and looked upon their 
presence in India as a tangible manifestation 
of this supremacy But their self confident 
optimism, and their plans for the rapid 
Westernisation of India, were irreparably 
shattered' 

Veena Oldenburg’s recent work on the city 
of laicknow after 1858 demonstrates that 
while social legislation may have ceased, 
social control continued Through past 
Mutiny by laws and municipal councils, the 
Indian “way of life” was affected far more 
than It had been by broad and sweeping 
legislation aimed at sail widow remarriage.^ 
Documents about the lives and work of 
missionary women illustrate that the contact 
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between British women and Indian women 
increased after I860 The efforts ot these 
women resulted in the penetration of foreign 
ideas into the zenana the vers centre ot 
family life The desire to Westernise India 
did not end with the Mutiny but rathei it 
changed character 

While the post Mutiny fieriod may have 
been one ot soul searching and regrets, it was 
also the heyday of colonialism < hina was 
open, Japan had accepted Western trade 
India’s former rulers had been, once and for 
all defeated, and Africa was virgin territory 
"The whole world was open to western com 
mercc and exploitation, and at point alter 
point, Western man had demonstrated his 
military superiority to any enemy that had 
entered the field against him”' 

At this time, the missionaiies were 
especially welcomed in India, not only by 
the Queen’s proclamation (which promised 
to protect all religions), but by Wood’s 
Despatch ot 1854 which offered grants-in 
aid to schools under local management, with 
a degree of local support Any agency that 
offered a good standard of education and 
allowed for government inspection could 
apply for this aid Because of special circum 
stances, these conditions were often waived 
for girls schools * Thus, the missionaries 
were in an advantageous position to receive 
government assistance and once they had 
decided to accept this aid, they had a vested 
interest in the continuance of the colonial 
connection * 

Education for Indian females was begun 
early in the century but prejudice against 
female education prevented the early schools 
from attracting large numbers Neither co¬ 
education nor male teachers were acceptable 
and the schools that existed suffered ftom 
a shortage of educated female teachers, 
criticism for not properly observing tradi¬ 
tional notions of female modesty, and poor 
attendance related to female responsibihties 
in the home Their charges were usually very 
young females since child marriage ended 
a female's attendance at a school 

The answer to most of these objections 
was zenana education It involved house-to- 
house visiting by the teacher, therrisy preser- 



ECONOMIC AND POLITICAL WEEKLY 


vlng the sanctity of the inner compartments, 
permitting married women to study and 
allowing heads of households to super¬ 
vise the education deliveted. While popu¬ 
lar lore attributed this invention to a 
Ms H C Mullens who it was said “opened 
the zenanas at the point of her embroidery 
needle" (an Indian gentleman admired slip¬ 
pers she had embroidered for hef husband 
and invited her to teach his wife this 
art), Helen Montgomery is adamant that 
Ms John Sale actually began this practice 
when she gained access to the inner com¬ 
partments of a gentleman's home in 
Jessore.'® 

The popularisation of zenana education 
created a demand for educated females will¬ 
ing to work in India. The missionaries, 
already established in the education field, 
took the lead in organising zenana educa¬ 
tion. The wives of missionaries had been 
active in India as long as missionaries had 
been active and the histories of missions 
record their names and the schools they set 
up for girls." But these women were not 
recognised as missionaries in thrir own right; 
they were neither paid, nor listed on mis¬ 
sionary rolls nor eligible for pensions. Fur¬ 
ther, their work was frequently interrupted 
by family responsibilities, which retained 
first priority. 

The answer, it seemed, was to recruit 
single women as missionaries and send them 
out to bring “light” tb their Eastern sisters. 
As early as 1834 an American missionary 
visiting Lxmdon, Reverend David Abeel, had 
appealed to single women to help in the ef¬ 
fort to convert the heathen. Returning from 
China, Reverend Abeel urged women to 
think about the plight of women in Eastern 
nations who were shut up in separate 
women’s quarters and unable to hear the 
word of God. Responding to Abeel’s appeal, 
women from seven different denominations 
formed the Society, for Promoting Female 
Education in the East. But they were unable 
to make much headway in India because of 
the attitudes of “native gentlemen”.'^ By 
the 1860s, this situation had changed; many 
Indians were now willing to accept women 
educators into their homes. 

The demand for single women to serve as 
zenana teachers in India coincided with a 
surplus of single females in Great Britain. 
William Rathbone Greg, wh6 called these 
women “redundant!’ explained that women 
were meairt to be wives and mothers, not to 
work for wages. The eensus indicated that 
as many as 30 per cent of the women age 
20 and upwards were single, creating a ma¬ 
jor social problem. Although all classes were 
affected (since-the chief causes of this im¬ 
balance were emigration and a higher infant 
moitality rate for males), Greg asserted that 
this was a middle<las$ problem. Working- 
class women who remained single joined the 
army of servant girls. ‘They are in no sense 
redundanC wrote Greg, 


They are hilly and usefully employed ... 
they do not follow an obligatory indepen¬ 
dent, and therefore for their sex unnatural 
career; on the contrary, they are attached to 
others, and are connected with other ex¬ 
istences, which they embellish, facilitate and 
serve. In a word, they fulfil both essentials 
of woman's being; th^ are supported by, and 
they minister to, men.*’ 

Various solutions were offered as answers 
to the problem of surplus women. Some 
agreed with Greg that they should be ship¬ 
ped off to the colonies where there exist^ 
a surplus of single males. This approach was 
attacked by radicals and feminists who 
argued that professions should be opened to 
women. Others feared the situation would 
attract papists anxious to establish nunneries 
and they suggested that the Church of 
England establish institutions to train 
deaconnesses. 

While these solutions were being proposed 
—between 18SI whoi the imbalance was first 
noted and the end of the century—opportu¬ 
nities for women were changing, but very, 
very slowly. The women in question had 
before them two possibilities; they could re¬ 
main "stay-at-home-daughters”*’ or seek 
employment as companions or governesses. 
While nineteenth century novels might lead 
us to believe that opportunities to become 
governesses appeared when needed by ladies 
in distress, actually keen competition existed 
for the few posts. It was reported at the 1861 
Social Science Congress at Dublin that there 
were 810 applications for a position which 
paid £ IS per year.'® These women remain¬ 
ed spinsters throughout their lives and 
generally ended their days in “Homes for 
Decayed Gentlewomen” or lunatic asylums. 
When opportunities became available in 
India, it was not difficult to find educated 
young women “of a religious bent” ready 
to accept the challenge of converting the 
“pure heathen!’ 

Ladies association of the SPG 

The Ladies Auxiliary of the Society foi 
the Propagation of the Gospel in Foreign 
Parts was one of the organisations which 
decided to accept the challenge of selecting, 
sending out, and supporting single females 
who would teach in the zenanas. The 
“Ladies Association (sometimes called the 
Ladies Society) for the Promotion of Female 
Education Among the Heathen” was for¬ 
mally esUblished in 1866.'^ Although 
closely connected with the SPG the Ladies 
Association was supported from a separate 
fund, had its own secretaries and its own 
monthly magazine The stated objectives of 
this organisation were; to provide female 
teachers for native girls, assist female schools 
with clodiing and books, promote female 
education however possible, and assist in 
maintaining interest in the Society’s work.'® 
Louisa Bullock, the sister of Reverend 
W T Bullock who was extremely active in 
the SPG. became the Association’s 
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Honorary Secretary in 1866 and retained 
that position until (895. During this period, 
she was the pulse of the organisation, run¬ 
ning it from an office in her home where she 
meticulously preserved letter-books filled 
with copies of every latter she received from 
India and every reply sent out. Louisa 
Bullock guarded the organisation carefully; 
from male dominance, from democracy 
within the organisation, and from any 
possible charge that its goals, values and 
personnel were not ladylike. Following 
Ms Bullock’s promotion to a vice-presidency 
within the organisation in 1895, the records 
of the Ladies Association deteriorated signi¬ 
ficantly. The subsequent documents fail to 
provide the same insights into the workings 
of the Society. 

The women who were sent out to India ' 
as missionaries had all been carefully - 
scrutinised by Ms Bullock. During the early , 
years of the Association, there was no 
established criteria by which to evaluate a 
candidate. After the process of recruitment 
had become formalised, the qualifications ' 
for a lady missionary were clearly stated. 
The young woman (between the ages of 25 
and 30) was to have had “the call!’ that is, 
a genuine interest in mission work and the 
sincere desire to spread the word of Chris- ’ 
tianity. Since women could not be ordained, 
how was one to recognise a woman who 
possessed this sincere desire? The answer > 
could only be found by investigating the can¬ 
didate’s past.'For example, did the candidate 
for missionary work have the “habit” of • 
reading books on missionary subjects, did ; 
.she regularly contribute to missions, did she 
teach Sunday School, visit the poor and sick ! 
in their homes and in other ways show that. 
she wanted to serve Chri.stianity through : 
good works? It was also important that the 
young woman be in good health, not be 
needed by her family to care for younger 
children or help with housework, and good 
at learning languages. Above all, she had to 
be a “lady” by birth and education. A 
"lady” had the following characteristics; the 
virtues of tact, patience and good temper, 
a pleasing exterior and conciliatory manner, 
and a good education which included music; . 
needlework and drawing. Daughters of : 
clergymen were particularly well-suited for 
they would have had a religious education 
and acquired the habit of service to a parish. 
The Society hoped that some of the youitg 
women applying would have means of their 
own since the society was perennially short 
of funds. In addition, they advised those 
young ladies who might apply because of 
“a love of adventure, a sense'of dullness or , 
friction at home, a desire for change or for 
a means of livelihood” to took elsewhere for 
employment.” 

The women sent out as missionaries were 
attached to SPG missions in various places 
in India. The term of service was three years; 
after this had been completed, the nris- 
jsionary’s passage home was paid. If the 
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lecruit failed to fulfil the three-year contract, 
she vHu required to repay some part of her 
original passage to India, if she signed up 
for two three-year terms, the reward was one 
year's paid leave in England. A lifetime’s 
wwk as a missionary netted a pension. Since 
women could not be ordained, th^ were not 
allowed to preach or to bapitise converts. 
However, the Ladies Assodation did attempt 
to duplicate the terms oi service for male 
missionaries. One notable difference existed: 
when a female missionary married, her 
salary terminated and she ceased to be in¬ 
cluded in the Mission's roles, but when a 
male missionary married, his salary was 
increased. 

Financing these women was an expensive 
proposition and there were many who 
criticised it as a waste of money. An English 
woman missionary was paid a salary of 
£ 120 per year in addition to expenses. Ex¬ 
penses, in a city like Bombay, could be as 
high as £ 200 per year.^ Male missionaries 
from England were paid £ 300 per year if 
married, £ 225 per year if single.’’ In con¬ 
trast with the salaries and expenses allowed 
Egglish women, Indian Christians were paid 
£ 60 per year, expected to walk instead of 
use a caniage, given a lower allowance for 
food, and sent for furlough to their homes 
in India. It is not surprising that there were 
frequenl debates about the efficacy of 
En^h women missionaries in comparison 
with Indian Christian women. 

The expenses of the Ladies Assodation— 
salaries for teachers, passages to and from 
India, expenses of the missionaries, maUing, 
secretarial, and printing—were paid by 
voluntary donations and the sale of items 
made by volunteers. While some women 
made donations directly to the Assodation, 
most of tbdr donations came from women’s 
auxiliaries attached to Anglican churches. 
In an era when few women had thdr own 
money, the typical donations were small— 
frequenty one or two shillings. Additional 
funds were earned through the sale of 
“boxes’—Items sewn and collected by British 
women, sent out to India in boxes, and sold 
to the English people stationed thm While 
the toul recdpts of the Ladies Assodation 
increased yearly, from £ 161 in 1866 to 
£ 10,672 m 1900, the proportion earned from 
boxes and that coming from donations 
generally remained the same. Donations, 
some of them ear-marked for spedfic pro¬ 
jects, accounted for about two-thirds of the 
Association's total funds and the sale of 
boxes for about one-third. 

Raising money posed a serious problem 
and one that absorbed considerable effort. 
In addition, the boxes caused many disputes, 
fttticoats, toys, teacosies, children's dothing 
and various items that English ladies were 
able to make and thought woilld be un¬ 
attainable in India Hlled the boxes. Once 
these boxes had arrived in India and been 
retrieved from warehouses (sometimes 
months later) missionary wives arranged 


sales where they tried to peddle woollen pet¬ 
ticoats in the hot climate of Madras, wax 
dolls with melted faces in cosmopolitan 
Bombay, and poorly cut jackets designed for 
the poor of London in cities with expert 
weavers and tailors. Lettes streamed back 
and forth on the contents of the boxes, those 
from India cntiqucd the contents while those 
from contributors complained about the 
give-away prices charged. Despite the irrita¬ 
tion generated on both sides by the “boxes", 
they continued to be a mainstay of the 
Association's finances. 

II 

Missionary Women in India 

The activities of the missionaries can best 
be illustrated by looking at some specific ex¬ 
amples. Having read through over forty 
years of personal correspondence, 1 decided 
to choose four missionary women, three of 
whom had been the roommates of Fanny 
Williams Fanny arrived in India in 1868 and 
served as a misnonary there until 1878. After 
a stint in South Alrica between 1878 and 
1901, she leturned to India in 1901, and re¬ 
mained until her retirement in 1911 Fanny 
Williams provides a connecting bnk between 
the other three women- lane lohnson, 
Bridget Thorpe, and Ellen Graves (ladney— 
as well as a continuous presence within the 
ranks of the Association. 

Fanny Williams' first roommate was Jane 
Johnson who arrived in India in March of 
1869 and was dead by Noveihber. A con¬ 
troversial figure, Jane Johnson shocked her 
fellow missionaries by playing croquet and 
going for carriage rides alone She ac¬ 
complished little as a zenana teacher. After 
her transfer from Delhi to Bombay, Fanny 
acquired another roommate—Bridget W 
Thorpe. Bridget arrived in 1872, anxious to 
convert the disgusting heathens she saw 
around her, but within three months was sent 
home declared medically unfit for any active 
work. The fourth of these women, Ellen 
Graves (later the wife of Reverend Alfred 
Oadney), arrived in India m 1873. She 
remained in Bombay until 1878 when her 
husband was transferred to the ‘mall coastal 
town of Dapoli. Ellen was an intelligent, sen¬ 
sitive woman who did much for women’s 
education, both in Bombay and in Dapoli, 
but she went back to England for family 
reasons in 1888 and never returned to India. 
The lives of these four women illustrate the 
conditions faced by single woman in India, 
the work they accomplished, how they 
explained their failures, and their interaction 
With Indian men and women. 

When Fanny Williams arrived in Calcutta 
in 1868, her fellow missionaries observed 
that she was “young" (probably about 20 
years of age) but had impeccable credentials 
(she was the daughter of a Welsh clergyman) 
and seemed eager to do well. She was im¬ 
mediately sent to St Stephen’s Mission in 
Delhi where she began her work under the 


guidance of Mrs Winter, the wife of the mis; 
sionary in charge of St Stephens. Mrs Winter 
(previously Priscilla Sandys) had been raised 
in India and with her mother had visited the 
zenanas of Calcutta.” In Delhi, Reverend 
Winter encouraged his wife’s interest in 
female education and they began to employ 
elderly pundits to visit zenanas. When Fanny 
arrived, the Winters arranged for lessons in 
Hindustani and gradually introduced her to 
the zenanas they had already opened. Fanny 
has been described as a woman oi “delicate 
constitution". She suffered continuously 
from diarrhoea, "obstinate diarrhoea" 
Dr Penny, the Civil Surgeon called it, at¬ 
tributing It to a disposition towards “easy 
derangement of the bowels" resulting from 
a “functional disorder of the liver resulting 
in excess of bihary secretion’’.” Between at¬ 
tacks of dysentery and weakness caused by 
the heat, Fanny spent more time convalesc¬ 
ing than she did in visiting zenanas Those 
who observed her vork frequently wondered 
what such a frail woman was doing out in 
India and speculated on the possibilities of 
her making it through another hot season 
Less than year and a halt after her arrival 
at Delhi, she became engaged to the 
Reverend Henry William Haden, a member 
of the Church Missionary Society. Very 
soon, Fanny was asking that she be allowed 
to break her contract with the Ladies 
Association and to be excused from repay¬ 
ing a part of her passage to India After all, 
she argued in her letters to Louisa Bullock, 
she was going to continue doing missionary 
work. Both Reverend Winter and the Civil 
Surgeon urged Miss Bullock to allow the 
marriage to take place. Reverend Winter 
doubted that Fanny would live through 
another hot season and thought it wise to 
make her someone else’s responsibility and 
the Civil Surgeon thought it medically un¬ 
sound to make a person as delicate as Fanny 
undergo the nervous strain and excitement 
of a long engagement 

But Louisa Bullock did not agree with 
this. A contract was a contract and the 
Ladies Society could not begin making 
exceptions to suit every romance. From the 
toi.<. of her letters, I suspect that Miss 
Bullock did not view the state of matrimony 
with the same favour as did the Reverend 
Winter and the Civil Surgeon. She wrote to 
Fanfty’s father and he wrote Fanny about his 
disappointment in her. It must have been a 
guilt-provoking letter for Fanny immediatdy 
postponed her engagement and promised to 
never again think or write about breaking 
her missionary contract. It seems that the 
Reverend Haden Was not so agreeable 
because the decision to postpone the wed¬ 
ding was made in August and by October, 
Fanny wrote that her engagement had come 
to an end. Fanny never again mentioned 
marriage and 188) had joined an 
Anglican order becoming Sister Francis 
Mary.” 

Jane Johnson’s father was an officer. 
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After his death, she had taken a position at 
a respectable school in London and later 
applied to be sent as a missionary to India. 
Miss Bullock was quite impressed with her 
accomplishments and maturity. After 
making inquiries she decided to send Jane 
to join the mission at Delhi. Because of 
unusual circumstances, Jane travelled to 
India unaccompanied (generally single mis¬ 
sionary women travelled with a missionary 
family), and during the long sea voyage she 
behaved scandalously. Not only did she 
tratermse with the wives of military offleers 
(unsuitable company for a missionary lady) 
but she danced on shipboard! By the time 
Jane Johnson arrived in Delhi, April of 
1869, her reputation had preceded her and 
few of the missionaries were kindly pre¬ 
disposed to this frivolous creature. 

Once in Delhi, Jane Johnson did little to 
gain the respect and affection of her mis¬ 
sionary companions. She became Fanny 
William’s roommate—they were the only 
two English ladies connected with renana 
educauon—but it was not an amicable rela¬ 
tionship. Clearly Jane Johnson had a mind 
of her own: she admitted she was interested 
in "society”, was adamant about moving the 
female missionaries to healthier quarters, 
continued to be friendly with military per¬ 
sonnel, and frequently went for carriage 
rides alone: lb her missionary companions, 
her behaviour was shocking. Some thought 
that she was simply husbahd-hunung, others 
deplored her “worldliness”, and yet others 
carped about behaviour improper for a lady. 

During the hot season and monsoon of 
1869, Jane’s relations with the mission per¬ 
sonnel worsened. She and Mrs Winter did 
not see eye to eye on the value of Eurasian 
teachers and the importance of acting like 
a “lady” in terms of dress, table manners 
and general decorum. The Winters were 
always very concerned about language 
ability and rather suspicious of delicate 
English ladies, lb Jane Johnson, the indian- 
born Priscilla Sandys Winter was closer to 
Eurasians than she was to real English ladies. 
Observing Jane, the Winters began to doubt 
her Christian spirit and tried to have her 
transferred to Calcutta. The private feud 
soon engulfed the entire missionary canton¬ 
ment: almost everyone sided with the 
Winters. 

Before any of this could be ironed out, 
Jane Johnson became quite ill. Aufirst, it 
seemed that she had dysentery, a common 
complainf, and all were certain that she 
would recover if she followed the Civil 
Surgeon’s instructions. Instead, she lay in 
bed drinking champagne! As she grew worse, 
the doctor decided to “bUster” her. Subse¬ 
quently, Jane began to follow the doctor’s 
orders and recovered considerably. At this 
point, a second problem occurred. The con¬ 
coction prepared for healing the blisters had 
the opposite effect and caused an infection. 
Jane Johnson suffered a recurrence of 
dysentery and her body was now covered 


with painful, infected blisters. 

It soon became apparent that Jane was 
dying woman. In her last few days, she made 
her peace with the entire mission station. 
The Winters came every day—to pray and 
nurse her, Fanny Williams was constantly at 
her side, and the Eurasian teachers she had 
despised nursed her night and day. Finally, 
seeing that death was near, Jane called the 
entire household to ner bedroom and bade 
them gather round. One by one she spoke 
to them and one by one, they came to the 
head of the bed to kiss her good-bye. Hav¬ 
ing completed this ritiud, Jane Johnson ex¬ 
pired in November of 1869. She had lasted 
less than a year, barely learned the language 
and visited only a few zenanas. All express¬ 
ed sadness about Jane Johnson’s death but 
they were also certain that it was God’s wiU. 

In 1872, Fanny Williams, now in BombiV, 
acquired a new roommate, Bridget Thorpe: 
Very unhappy with the prospect of sharing 
a b^room with Fanny Williams, Bridget 
complained in her letters that the heat was 
bad, everything was outrageously expensive, 
and the people were a dirty, idle lot, with 
a solvenly appearance and a peculiar odour 
There was obviously much to be done but 
from the be^ning, it appeared that it would 
be unpleasant, unrew^ing work. As for 
Fanny Williams: “Her strength is not worth 
anything’’.^* 

Fanny Williams was impressed by this new 
and energetic missionary. She was surpris¬ 
ed by Bridget's strength and noted that she 
seemed always to be running about and do¬ 
ing all kinds of exhausting things. It is not 
clear what caused her illness—perhaps aU 
this running about—but wiUiin a month, 
Bridget Thorpe had been ordered to bed. By 
June, the Bishop of Bombsv had packed her 
off to England. She had been declared 
medically unHt for further duty and it was 
feared that in her weakened state she would 
not survive the coming hot season and the 
following mbnsoon. The doctor siud she had 
somehow "brought on afresh” inflammation 
of the knee which had previously troubled 
her in England. She was to be confined to 
bed for eight to nine months and it was 
doubtful she would ever again be flt for 
active work. 

Ellen Graves arrived in Bombay in April 
of 1873 full of energy and ready to begin her 
work. She too shared a room with Fanny 
Williams and learned the ropes of zenana 
teaching from her. In comparison with the 
other young women sent out to Ind'a, Ellen 
Graves stands out for her good humour, 
sincere interest in Indians, and adaptability. 
She began her language study immediately, 
declared her pundit an excellent teacher and 
before long was requesting an. additional 
language allowance so that she could also 
study Oujamti. She was soon visiting 
zenanas but she recognised the limiutions 
of this method and began suggesting that 
the Ladies Association set up a Normal 
school and a girls school. Before the end of 
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her three years’ tour, Ellen Graves had mar¬ 
ried the Reverend Alfred Gadney. She ceased 
to be a missionary and had to repqr a por¬ 
tion of her passage but was then asked to 
supenntend the Normal School she had 
founded Between 1873 and 1888, Ellen 
Greaves Gadney worked steadfastly in the 
cause of women’s education. Her record is 
impressive, partly a result of her own good 
hedth while in India Nevertheless, she ex¬ 
perienced the harshness of the environment 
through illnesses and death in her own 
family. 

In 1876, Ellen had her first child, a healthy 
happy infent boy who seemed “no trouble 
at all”. She continued to supervise the 
Normal School and the girls school, give 
music lessons, and visit anotherschool with 
over 100 pupils In addition to these duties, 
Ellen had to run her own household, work 
with her husband’s congregation, nurse a 
husband who was not keeping godd health, 
and act as supervisor of the missionary 
women in Bombay One day her son got 
diarrhoea, two days later, he had convulsions 
and died He was onlv five momns old at 
the tune 

Her letters indicate her great sorrow at this 
loss but Ellen Gadney seemed to cope with 
personal tragedy by throwing herself into her 
work. By 1877, she had added an orphanage 
to her responsibilities and was requesting 
funds for the running of this institution. 
ThA year, she gave birth to another son. 

In Rbruary of 1878, an orphan child she 
had adopted died and her own son con¬ 
tracted whooping cough and diarrhoea. 
Reverend Gadney had already been assigned 
a new station, Dapoli. but they were not 
scheduled to leave for another month or so. 
In a panic, Ellen Gadney packed up her ail¬ 
ing son and the orphans in her charge and 
ran away to Dapoli. She somehow found ac¬ 
commodation and the change of climate 
brought the required relief. Fresh air helped 
her son who gradually recovered although 
his long illness left him permanently crippled 
with curvature of the spine. 

In 188S, Ellen Gadney sailed back to 
England, spoke to nemerous groups about 
her schools and returned with reneued energy. 
Only three years later she was “ordered 
home” to take care of family matters and 
never again set foot in India. The letters of 
1890 indicate that it would be years before 
she could return to her work but they include 
no explanation as to the nature of the family 
duties which detained her. Reverend Gadney 
continued in Dapoli, supervising her institu¬ 
tions and writing to the Ladies Association 
tor fund as well as for now missionaries who 
could take over the work his wife had bbgun. 

Ill 

Zensuia Education and Reform 
Effort 

What these four case histories illustrate 
is the hazardousness of the Indian environ- 
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ment. Of the four, one died, one was sent 
back to England; Fenny Williams struggled 
on but it is hard to believe that she averaged 
more than one Oxy of work per week and, 
wMle Ellen Gadney remained in good 
health, she suffered the death of her own 
child, the death of an adopted orphan, the 
crippling of her second child as a result of 
an illness and the constant poor health of 
her husband. The stmdval rate was not high, 
productivity even lower. The records make 
it clear that poor health, disease and poor 
adjustment to the climate were constant pro¬ 
blems besetting the missionaries of toth 
sexes. 

In addition the women experienced 
personal difficulties unique to their sex. 
There was little that single women mis¬ 
sionaries were allowed to do for recreation 
and there were few who could provide com¬ 
panionship. Those who remained single and 
continued to do missionary work were ex¬ 
tremely isolated. That they must have been 
often lopely, we can only surmise. 

Although unable to lead well-balanced 
lives, these women have been expected to 
immerse themselves in their work. Ibchni- 
cally, they were devoted to the task of 
educating Indian females. In actual fact, 
their isolation from Indians and Indian 
society prevented them from accomplishing 
very much. They did ask a few questions 
about Indian women: Did they want to be 
educated?; What sort of education would 
be suitable?; Who were the authority figures 
in various households? These questions led 
them to evince a certain curiosity about 
Indian culture and social life, but all their 
investigations were carried out with a view 
to conversion. 

It was clear that the Indian elites wanted 
their womenfolk educated and that they 
regarded zenana education as acceptable 
The missionary women were interested in 
zenana education only insofar as it provided 
them with an opportunity to reach the “pure 
heathen!’ The missionaries could agree to 
teach reading but insisted that the Bible and 
simplified stories from the Bible be the 
teaching materials. Indians could accept 
these as story books but objected to efforts 
at conversion. While missionary women 
were welcomed into Indian homes as 
teachers of reading, arithmetic, and needle¬ 
work, they were thrown out when they went 
too far with religion. 

Coming to terms with this situation was 
one of the hardest challenges faced by mis¬ 
sionary women. And it was made doubly 
difficult because they were alto challenging 
male bishops and male missionaries by in¬ 
sisting that zenana education was important 
and that women could organise it, carry it 
out, and pay for it without male interference. 
It would have been easier to justify their 
work had they been able to present their 
male colleagues with a list of converts but 
they had no sudlr-list. In defending zenana 


education, they clashed with male authority 
in both cultures. 

While women’s work in India seems to 
have begun almost as early as that of male 
missionaries, the idea of women mis¬ 
sionaries did not receive general approval. 
When an English woman offered her ser¬ 
vices to the Society for the Propagation of 
the Gospel in 1842, Bishop Wilson of 
Calcutta mde it clear that he did not approve 
of the idea. 

I object on principle to single ladies coming 
out unprotected to so distant a place with a 
climate so unfriendly, and with the almost 
certainty of their marrying within a month 
of their arrival. 1 imagine the beloved Persis, 
Iryphena, Tryohosa, Julia and others who 
laboured much in the Lord, remained in their 
own neighbourhoods and families . 

Even male supporters of female missionaries 
were not always happy with the decisions of 
the Ladies’ Society. These male missionaries 
thought that women could make a valuable 
contribution by educating the children and 
womenfolk of native converts. But the 
women missionaries were not thrilled with 
the idea of teaching children from the iowei 
castes and visiting the homes of poor 
women. This gave them an adjunct role ana 
a not very exciting one. In contrast, the 
zenanas were inaccessible to men, mysterious 
by reputation and filled with elite women 
whose conversions would be significant. 

Almost all the missionaries wrote about 
their difficulties in introducing religious 
education into the zenanas. Their letters are 
full of references to different communities: 
The Muslims are so difficult; the Parsis ab¬ 
solutely refuse to allow any religious 
teaching; a Brahmin home was open for a 
year and then closed when a lady of the 
house declared she would like to convert; 
Brahmo Samaj households allowed some 
religious readings but Brahmo women were 
convinced that they had already accepted the 
main ideas of Christianity. Time and again, 
they came back to the same conclusion; only 
the lower caste/class people seemed to take 
readily to the new religion. The women mis¬ 
sionaries usually excused their lack of suc¬ 
cess by "discovering” that a member of the 
cooununity being discussed had recently 
converted. Generally, they made excuses; few 
of them tried to analyse what was happening 
and fewer still tried to eviduate the zenana 
scheme of education. In most cases, diffi¬ 
culty with one community simply sent th^ 
in search of an easier community. When the 
Parsis of Bombay proved absolutely impossi¬ 
ble; they sought out the zenanas of refor¬ 
mist Hindus and liberal Muslims. There was 
always some commimity ready to welcome 
these English ladies with their skills in 
teaching, reading, arithmetic, English con- 
vmation, music and needlework. 

The only missionary who suggested an 
alternative to zenana education was Ellen 
Graves Gadney. She soon understood that 


if a woman converted without the permis¬ 
sion of her family, she would be turned out 
and left homeless. The soloution would be 
to provide a “home’’ for such women but 
in the absence of such a shelter, the mis¬ 
sionaries would have to be content with pro¬ 
viding the kind of education that male 
householders allowed. Qlen saw any educa¬ 
tion as a great advance and concluded that 
even offering a secular education meant 
planting “seeds” that would grow.’^ While 
Ellen Graves was the first to express the seed 
theory, she was also the first missionary to 
encourage the Ladies Society to support 
female schools. She was responsible for the 
formation of a Normal School and a Girls’ 
School, both of them designed for [prls of 
high caste who might otherwise have been 
tutored in zenanas. Her experiment proved 
a great success in terms of numbers taught 
and educational gains. The subjects offered 
and the attention to conventional standards 
of modesty meant that high-caste gentlemen 
were not reluctant to send their daughters 
and sometimes even their young wives, and 
the school atmosphere pro^ far more con¬ 
ducive to learning than had zenanas with 
their crying babies and continuous house- 
work.« 

The key to success was obviously good 
rapport with the males in charge of the 
households approached. From the letters of 
the missionaries, it is clear that women never 
made the decision to obtain an education. 
Their male guardians made the decision and 
also mandated the kind of education need¬ 
ed. Fanny Williams wrote that one of her 
pupils, the wife of NawatrAllas Deen Khan, 
"Prince of Laharoo”, was always dutiful in 
preparing her lessons but objected to Bible 
readings. Then her husband ordered her to 
listen to them.^*One can only assume that 
he had decided this price was not too high 
for an education provided by a real English 
lady. 

Many of these men apressed a direct con¬ 
cern that their womenfolk learn the man¬ 
ners and occupations of English ladies. In 
1873, Fanny Williams wrote to Louisa 
Bullock about her nperiences with the refor¬ 
mist Hindu class in Itembay. They were most 
anxious to have the missionaries visit and 
educate their wives and assist in introduc¬ 
ing them to English clothing—particularly 
shoes and stockings.^ Ellen Graves had a 
more amusing story. In Bombay, she was ap¬ 
proached by a Brahmin who asked her to 
come to teach his daughters. Obviously 
educated abroad, for he spoke English my 
well and had the “manners of an EngUih 
gentleman”, he wanted her to leadi these two 
girls to “darn stockings”. Respecuble Hin¬ 
dus had now adopted this item of apparel 
and it was impossible to find a tailor skUI- 
ed in repairing them. This gentlonan told 
Ellen thin he did not care what she unglit 
his daughters, in addition to darning, as long 
as she taught them “to employ themselves 
and behave like English ladies”.^^ 
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The men directing the kind of education 
they would accept in their homes were not 
interested in having wives who would be able 
to earn their own living or become partners 
in business; they are interested in having their 
wives adopt a style of life that the,husbands 
had already accepted. And the lady mis¬ 
sionaries became their accomplices, conten¬ 
ting themselves that by teaching needlework 
and darning to the “pure heathen” they were 
planting the seeds of Christianity. 

In these accounts, the husbands and 
fathers emerge as real people with strong 
ideas, but the women taught are elusive 
figures rarely given personalities or even 
names by their biographm. The letters from 
their missionary teachers style them: “two 
sisters", “the young ones", “the older 
women”, "his young wife”, "four or five of 
them”, and so forth. The pupils are not nam¬ 
ed. although their husbands frequently are, 
and there are no details about their ages, 
when they were married, their children, their 
houses, their clothing, their ideas or their 
work. The words used to describe the women 
in zenanas were “listless”, “stupid”, “shy", 
“indifferent to their lessons", “argumen¬ 
tative”, and occasionally “appreciative'’ (of 
Bible stories). Where there is attention to 
detail, it is usually quantitative.’^ 

The curriculum naturally differed from 
situation to situation and the infrequency of 
visits meant that things often moved slowly. 
One missionary’s programme of study for 
the less advanced included: reading, scrip¬ 
ture, some arithmetic, dictation and fancy 
work. For the more advanced, she added 
mathematics, geography and grammar.” 
Other accounts of curriculam are similar 
with the occasional addition of the “History 
of India” (author unnamed) and the titles 
of books the women were encouraged to 
read such as "Pilgrim’s Progress” and 
“Women of the Bible”. One letter includes 
a detailed account of the subjects covered 
in the Female School for Muslim girls in 
Delhi. The religious instruction included 
scripture lessons three times a week and 
music classes where the girls were to learn 
hymns. The other subjects were history, 
geography, arithmetic (multiplication, sim¬ 
ple sums), grammar (using an Urdu primar), 
and natural history (dogs, camels, horses, 
elephants, bears, and lions).” 

The lady missionaries had to please those 
who allowed access to the zenanas and they 
wanted to.convert these “pure heathens” but 
like English governesses, they devoted much 
of their time to teaching their charges how 
to be “ladies”. While Jane Johnson may not 
have achieved much in terms of zenana 
education, she made a valiant effort to in¬ 
still lady-like habits in the Eurasian teachers 
at the Delhi Mission. She and Fanny 
Williams shared a house with four women; 
Jaiw was designated housekeeper. When she 
took over, things were in a sorry state: the 
cost of running the establishment was exor¬ 
bitant, the table was never correctly laid, the 


Eurasians came to dinner in native dress, and 
the table manners left much to be desired. 
Writing to Louisa Bullock in tones of 
shocked horror, Jane Johnson described 
various scenes, always repeating “I wish you 
could see this yourself’' Jane, with Louisa 
Bullock’s best wishes (and some table line, 
forks, and cruets sent especially for the 
house), tried to put some order into the 
household and some lady-like habits into the 
Eurasians. Dy as she might, Jane Johnson 
doubted that she would never succeed— 
Eurasians did not seem to become ladies 
very easily. Her greatest fear was that her 
own status would be damaged by close 
association with these inferior beings. 

The missionaries soon fdtand that it was 
easier to “civilise” Indian women when they 
attended schools; education in the zenanas 
allowed old habits to linger. When Ellen 
Graves made her case for a Girls School and 
a Normal School, she made it clear that 
there was much to be gained by removing 
the girls from their home environments. 
Since the missionaries converted few women, 
they were anxious to educate Indian women, 
a, least well-versed in Christian literature, 
who would in turn become teachers of other 
women. The groups they aimed at were 
middle and upper class; the education 
of converts was left to the wives of mission- 

IV 

Conclusions 

Women MtssioNARiES as Reformers 

An examination of the lives of these mis¬ 
sionary women leads to the conclusion that 
they had great difficulty simply existing in 
Indian environment. Even when they surviv¬ 
ed, they had difficulty accomplishing their 
goals. Espousing the doctrine of “universal 
sisterhood”, they expressed compassion Cor 
the wrongs inflicted on ail women but saw 
the root cause ol this suffering as religion. 
That Western women were beginning to 
make progress against the wrongs imposed 
on them was possible only because they were 
Christians. Eastern women were male- 
oppressed but in this case male-oppression 
was sanctified by religion. As women, they 
were particularly concerned with saving the 
heathen woman and this they attempted to 
accomplish thiough zenana education. 

In the zenanas, they hoped to both 
educate (their skills as teachers had opened 
the zenanas) and convert. Their effort to 
convert was so often subverted that many of 
the missionaries abandoned this aim and 
contented themselves with sowing the “seed” 
that might yield a future convert. The pro¬ 
blem was two-fold. The Ladies Association 
itself was diverted from the primary aim of 
saving the “pure heathen” by its concern 
with raising money and the missionaries 
were unable to preach aggressively because 
they had been invited to the zenanas to 
tea^. Since male guardians had allowed 
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them entry to suit their own purposes, they 
supervised this education closely and ousted 
the missionaries once their true purpose 
became obvious. 

Their real mission was to teach. Howetw, 
it would seem that they did little of that. In¬ 
troduced to zenanas after only a few months 
of language training, many of them admit¬ 
ted that they did not understand everything 
that was being said. They read to their 
pupils, told them stories, occasionally gave 
lessons in arithmetic and taught them 
neeldework and darning. They then went on 
to the next house, perhaps returning during 
the same week but more likely the next. 
Within the women's compartments, they had 
to compete with crying children and the 
demands of household work. Some Indian 
women must have acquired a rudimentary 
knowledge of reading and writing from their 
visits although it is doubtful their numbers 
were large. We do not know what Indian 
women thought of the missionaries, since 
their husbands made the decision to allow 
or not allow zenana education. The decision 
as to what subjects were taught seems to have 
been made by the Indian males and the mis¬ 
sionaries. The missionaries did not attempt 
to learn about their pupils and expressed 
almost no interest in the lives of those they 
visited. 1b a certain extent, the missionaries 
only added to their oppression. Already 
oppressed by guardians who made the major 
decisions about their lives, Indian women 
were now oppressed in their own compart¬ 
ments (and this was the traditional woman’s 
domain) by these foreign women with their 
strange stories and stranger demands. 

The greatest impact of this plan to convert 
and teach heathen women seems to have 
been on the women missionaries themselves. 
Many did not survive the Indian environ¬ 
ment; orthers had their healtlt impaired by 
the experience. In a period of few oppor¬ 
tunities for women and a noted “surplus” 
of single women, becoming a missionary of¬ 
fered the adventurous and pious an alter¬ 
native to remaining a stay-at-home-daughter 
or competing for the few positions available 
for governesses. If they survived, their pay 
was high (compared with that of a governess 
in England), their living allowance generous, 
their status high, and their terms of service 
excellent. Recruited because they were 
“ladies”, they were not asked to walk about 
or mix with Indians of a lower social status, 
lady missionaries rode in carriages to the 
zenanas of the wealthy and powerful, occa¬ 
sionally also to teach the middle-class. The 
Ijidies Association itself defied male autho¬ 
rity just as these missionaries challenged 
thcii male colleagues in India. While 
members of the male hierarchy would have 
placed women missionaries in the schools 
they had set up, teaching the women and 
children of converts, the women insisted that 
they be allowed to tackle the “pure heathen”. 

What this article has not included is a 
discussion of the wider impact of women 
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missionaries on female education in India, 
the sundaid accounts of missionary work 
in India insist that missionary women were 
pioneers in the cause of female education 
While I would agree that they were “pioneeis 
in the cause", it is harder to see substantial 
accomplishments—particularly from a 
detail^ look at these records Many of the 
Enghsh ladies were enamoured with zenana 
education, yet this never affected very many 
women and those thus uught received only 
a rudimentary educauoa From my leseaich, 
it would appear that the contribution of 
Indian Christian women was far more im 
portant While a discussion of the ro>e of 
these women in educating Indian fe tales 
does not fofm a part ot this paper, it cleat 
ly emerges as one of the most important 
topics to be studied to understand the nine 
tcenth century effort to Westernise Indian 
women 

WOMFN MiSSIONARIbS AS iMPtRlAllSrS 

Women missionanes, like all missionaiies, 
were clearly imphcated m the colonial policy 
of the British By their agreement to accept 
grants-imaid, their schools and educational 
endeavours flouiishcd and rlitv bo anii ..o 
workers with administratois in the building 
of an empire They had a vested interest in 
seeing the British survive in India, few of 
them became critics of the way this fcmpire 
was administered 

They were not only the helpmates of the 
imperialists, they were themselves cultural 
imperialists providing an education based 
entirely on English values In the post 
Mutiny period, there was deep concern with 
“improving" the people, with changing their 
habits and once and for ail making India 
safe for Europeans The zenanas had always 
been closed to European men and yet they 
were particularly suspect—as places of in 
trigue, as bastions of ignorance and prc 
judice, as breeding places for disease ’’ 
English women could finally permeate the 
zenanas and begin the Westernisation ot 
those who had remained untouched until the 
later half of the century 
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Arya Samaj and Women’s Education 

Kanya Mahavidyalaya, Jalandhar 

Miulhu Kislnvar 

The Kanya Mahavidyalaya m Jalandhar was set up m the 1890s in response to the need to impart to women 
a special kind of education which would enable them to adapt themselves to the new demands made by the educated 
men of the family without losing their cultural moorings It was one of the most succes^ul experiments of its 
kind as well as the most daring and radical in its innovativeness Its founder. Lala Devaraj an Arya Samojist 
and his supporters most of whom were women, faced criticism and attack from conservative opinion both inside 
and outside the Samaj The battles they fought and the way the internal contradictions in the Arya Samoj theory 
and practice were resolved are significant because they are typical of the legacy inherited by women’s education 
today from its nineteenth century beginnings 


THIS ts a case study of the Kanya 
Mahavidyalaya, Jalandhar, one of the first 
girls' schools in the Punjab, which developed 
into a college and served as a model for 
women’s institutions not only in the Pun 
jab but in many other provinces as well It 
was a product of the Arya Samaj rdigious 
and social reform movement which began 
in the late mneteenth century 
As such, the genesis of this institution, its 
early struggles, pioneering phase and later 
development shed light on the way the ques 
tion of women’s education was taken up and 
worked out by the Arya Samaj leaders and 
members I ike the other regional social 
reform movements in the nineteenth century 
the Arya Samaj movement was initiated by 
an urban educated elite, ui response to the 
new econoimc, social and politicsd forces set 
in motion by colonial rule The town based 
trading classes provided the social bue of 
the Arya Samaj movement in Punjab The 
movement took its inspiration from the 
teachings of Swami Dayanand Saraswati, 
who had called on Hindus to purify the Arya 
rehgion of later distortions by restoring its 
Vedic essence, and to defend It from attack 
bv colonial chiistianisinc torcce 

While guarding itself against domination 
b\ the British rulers, the Punjabi elite 
simultaneously sought to adapt itself to the 
requirements of the country-wide network 
of employment created through the esta 
blishment of the colonial admimstrative ap¬ 
paratus In fact, opportunities for soaal and 
economic advancement available to Indians 
were limited British officials justified their 
monopoly of all top jobs on the grounds 
that Indians were an inferior people They 
cited the rigidity of the caste system, the 
practice of untouchability, the cruel treat 
ment meted out to women as evidence of the 
inherent inferiority of Indians Hindu 
religion was a specif target of attack Con 
tempt for Indian society assumed increas¬ 
ingly aggressive forms as some Victorian ad 
mimstrators undertook the “civilising” mis¬ 
sion of British rule The educated Indian 
elite, therefore, suffered not only from racial 
discrimination but also from expressions of 
scorn calculated to make them doubt their 
competence to manage their own affairs 
The Arya Samaj effort at sebgious reform 
was in part a response to the British Ideolo¬ 


gical attacks on Indians as a backward peo 
pic and on Hinduism as a major cause lor 
their backwardness It was an attempt to re 
nounce those features of traditional society 
which seemed to obstruct their advance 
ment The agenda of the reform movement 
in general, and of its educational effort in 
particular lanie to be defined largely by 
what the colonial rulers identified as the 
main weaknesses of Indian society 

Whs t MPHASISON WOMEN S EDOt ATION 

hollowing the annexation of Punjab, and 
the resultant decline oi the indigenous elite 
the indigenous education system suffered 
widespread neglect There is some evidence 
that colonial rule resulted in a detenoration 
of women’s situation, of which one svmp 
tom was the decline of education for women, 
as part of the general decline of indigenous 
education, O W Leitncr, a British orientalist, 
in “History of Indigenous Education in 
Punjab”, had observed that upper class 
Hindu and Muslim women used to receive 
some education at home or through religious 
institutions, and that a large number of 
women in princely states were found to be 
literate at the time of annexation ' 

The Education Oepartment of the Biitish 
government began to take some interest in 
opening female schools from 1862 onwards 
But this effort rtniaintd scry halt hcaitcd 
largely due to the government’s reluctance 
to spend more than a token amount ^ 

In any case, most upper class famihes were 
reluctant to send their daughters to govern 
ment schools, because of the presence of 
male teachers and inspectors It was women 
from the lower castes and classes who went 
to these schorls because they were attracted 
bv the stipends and the prospect of employ 
ment as teachers 1 his further strengthened 
the prejudice against government schools, 
upper caste parents were not willing to let 
their daughters be taught by ‘lower’ caste 
women teachers Thus, within no time, 
government schools began to languish and 
decay because of lack of support either from 
government or from local patrons ' 

Simultaneously hpwever, the missionaries 
launched their own Vocational institutions 
They were much more vigorous in their 
activity and much better funded They 
teceivV generous support from the govern 
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ment, both financially and pobtically 
Female missionaries also made special ef¬ 
forts to reach upper caste women through 
zenana (women’s section of the house) 
visiting or house to house tutoring classes 
for women while the men were away at work 
This provoked a sharp reaction, it was charg¬ 
ed that the missionaries were out to subvert 
the stability and sanctity of the Indian 
family by their denationalising influence 
Another factor which appeared as a threat 
to the stability of the family was the situa¬ 
tion with regard to widows In 1881,24 8 per 
cent of women over 15 years of age among 
all communities in Punjab were widows * 
Upper caste widows were in a particularly 
vulnerable position since they were restneted 
from obtaining employment outside the 
home and were also forbidden to remarry 
The lorms of home-based employment that 
had traditionally been available to them, 
such as handspinning, were on the decline, 
due to the flooding of the Indian market 
with British manufactured goods ’ 

Upper caste widows were, therefore, being 
forced into greater dependence on their 
families, which rendered their position very 
vulnerable They were often subject to 
neglect and maltreatment and made helpless 
victims of sexual abuse Contemporary 
newspapers are full of reports of how some 
of these widows were abandoned by relatives 
or condemned to such a miserable life that 
they were forced to fend for themselves The 
reformers were alarmed by these pheno¬ 
mena It seemed to them that upper caste 
widows constituted a readymade recruiting 
ground for prostitution which, they claimed, 
was on the increase in urban areas Though 
the number of women who actually left 
home and were lured into prostitution is 
likely to have been very small, even stray 
cases evoked a near hysterical response An 
important reason for special concern with 
betteiing the status of widows seems to have 
been the fear that if they continued to be 
maltreated, they would be compelled to seek 
undesuable escape routes, thus jeopardising 
the stability of the family structure There 
were stray cases of women who had been vic¬ 
timised by then families being given shelter 
and protection by missionaries, who offered 
material incentives such as shelter, stipends 
for studying, and employment * For these 


WS 9 




iew of Women Studies April 1986 


ECONOMIC AND POLITICAL WEmV 


iMsons, the question of women’s education, 
'i^-eame to assume a central position in the 
wheteenth century reform movement. 

' In 8 situation where men were rapidly tak¬ 
ing to British education, the reformen 
aigued that an educated roan needed aa 
educated wife. Hiey aigued that if women 
nmalned illiterate^ they wouM indul^ in 
-foolish talk and unnecessary squabbles 
which destroyed the harmony of the family 
. and encouraged men to look for oompanion- 
..shlp outside the house. Hence men took to 
'Visiting brothels and courtesans. Education 
^for women was advocated primarily as a 
means to bridge the mental gap b^ween 
husbands and wives, mothers si^ sons. The 
conditions of seclusion under which these 
upper caste women lived meant that for the 
most part they lived in a world of their own. 
Enjoying very limited contact even with their 
husbands, th^ had been largely left to them¬ 
selves to devise their own outlets within the 
repressive culture of the zenana. In the pro¬ 
cess, their thinking had become inaccessi¬ 
ble to men. But this extreme form of seclu- 
. rion no longer suited the new needs of the 
men. It became necessary for women to 
adapt their lives and attitudes to the men’s 
requirements.^ 

With regard to motherhood, Samajists in¬ 
sisted that an illiterate woman could not be 
entrusted with the care of the next genera¬ 
tion. Yet, they woe wary of nposing women 
to missionary schools for fear of conversion 
and undue westernisation. There is a story 
from the life of Lala Munshi Ram, later 
, known as Swami Shraddhanand, which 
throws light on the Samajisu’ perception of 
.dw need for the Samaj to start girls’ schools. 

. One day, when Lala Munshi Ram returned 
'/home. Us little daughter, Ved Kumari, came 
tuiming to meet him, she recited a couplet 
! she had learnt at the mission school that she 
attended: “Ek bar Isa Isa bol, lira kya 
; lagega moFl Isa mere Ram Ramayya, Isa 
.mem Krishna Kanhayya’.'* [Thke the name 
; Of Jesus just once, what wilt it cost you? 
; Jesus is my Lord Ram, Jesus is my Lord 
Krishna.] Munshi Ram was horrified at the 
: proselytising wiles of the missionaries. He 
Immediately decided that Hindus would 
' have to make women’s education a priority 
■ If they wanted to preserve their culture and 
? religion from the influence of Christianity. 

The Samajists felt that Hindu girls need¬ 
ed a special kind of education that would 
enable them to adapt themselves to the new 
demands made by the educated men of the 
‘ family without losing their cultural moor- 
^ings. Even though, at one level, the Arya 
- Samai posed a challenge to the process of 
westernisation, k was also deeply influenced 
by the ideologjCof the rulers. The Samaj 
notion of a “modern” woman was modelled 
upon the Victorian ideal of womanhood. 

This ideal postulated a sharp demarcation 
of private and public spheres—the man 
having access to both, the woman being by 
and large confined to the home. It was seen 


as the woman’s duty and privilege to 
welcome and sustain her huabmd when he 
returned home, exhausted from his battles 
in the harsh and competitive public world. 
She had to be educat^ enou^ to serve as 
his confidant, but not enough to pose any 
kind of challenge to him. She was to be all 
softness and submissiveness, love and 
patience, the “angel in the homes”. She also 
had to be an accomplished entenainer so as 
to soothe his worn-out nerves by playing aiKl 
singing to him—thus combining some of the 
qualities of a skilful courtesan with those 
of a dutiful home maker. 

This role model had an immensely power¬ 
ful influence on the minds.of most Indian 
educationists of the nineteenth century. In 
effect, the new education introduced for 
women at this time sought to produce an in- 
digenised version of the Victorimi housewife 
rather than create any indigenous educa¬ 
tional theory or practice. 

I 

The Beguminga of New Schook for 
Girla in Punjab 

Nonetheless, a lot of creative energy came 
to centre around the new schools for women 
that were started in the 1890s. Since these 
schools were not constrained by government 
regulation, they provided a freer field for ex¬ 
periment and innovation. The Kanya Maha- 
vidyalaya (Girls' Higher School) of Jalan¬ 
dhar was the most successful of these ex- 
pniments as well as the most daring and 
radical in its innovativeness. From the begin¬ 
ning, its founder, Lala Devraj, and its sup¬ 
porters and active workers, a majority of 
whom were women, faced criticism and 
attack from conservative opinion both in¬ 
side and outside the Arya &maj. The bat¬ 
tles they waged and the way the internal con¬ 
tradictions in Arya Samaj theory and prac¬ 
tice were resolv^ are significant beause 
they are typical of the legacy inherited by 
women’s education today from its nineteenth 
century beginnings. 

During the 1880s, the Amritsar branch of 
the Arya Samaj seems to have taken the first 
initiative in educational activity for girls. In 
1885 it established three girls' schools.’ The 
Lahore, Ferozepur and Jalandhar branches 
also made similar attempts. The Jalandhar 
Samaj made three attempts to run a ^rls’ 
school before they achieved success. In 
December 1886, a resolution was passed in 
the Antrang Sabha of the Jalandhar Samaj 
in favour of opening a zenana school for 
whidi th<y sanctioned an apenditure of one 
rupee per month.'** 

Lala Devraj’s mother, Kahan Devi, took 
charge of it and classes were held in her 
home. The teacher, named Mai Ladi, had 
earlier worked in a missioiury Kbool. After 
some time; the Samai stopped its Re 1 grant 
but Kahan Devi continu^ to finance the 
venture on her own. She paid the teacher 
Re 1 a month and four chapatls (unieaven- 


ed bread) a cfaQ'. Howew; the school had to 
be closed due to paucity of funds.*' 
Another attempt, ma^ in 1888-89 was also 
unsuccessful. In 1890-91, the school finally 
took off. By 1B92, there were S5 giris on the 
rolls.** 

In 1893, Lala Devraj and Lala Munshi 
Ram proposed that the existing primary 
school be expanded into a high school, a 
Kanya Mahavidyalaya, with a girls’ hostel 
and a widows’ home. A sub-committee was 
appointed to do follow-up work. After 
several meetings, they drew up a plan and 
sent it to prominent educationists all over 
the country, and made a general appeal for 
funds." 

This sparked off a debate which waxed 
fast and furious throughout 1894, between 
the two wings of the Arya Samaj—the 
Mahatma or Gurukul witig, supposed to be 
more orthodox, to which Lala Devraj and 
Munshi Ram belonged, and the ’’college 
wing”, supposed to be more progressive, 
which was responsible for the founding of 
Dayanand Anglo Vedic (DAY) schools and 
colleges for men. It is ironical that the sup¬ 
posedly more orthodox wing supported 
“higher” education for women wldle the 
supposedly more progressive wing opposed 
it. 

Although the opponents of women’s 
^ucation agreed that “higher”, that is, high 
school education, could not be denied to 
women for ever, they argued that it was 
“premature^ from a practical point of view, 
to think of giving high education to girls”.''' 
The debate was sparked off by Lala Lqjpat 
Rai through an article he wrote in the 
January 1894 issue of Dayanand Anglo 
Vedic College Samachar. The controveny 
was carried on in various newspapers of 
Pubjab. A series of letters for and against 
high education for women appeared in The 
THbune of 1894. 

The opponents of the venture claimed that 
it would divert much-needed funds and 
resources from men’s education. They felt 
that the further spread of higher education 
amongst men would gradually prepare the 
ground for women’s ^ucation, but, at the 
present time, public opinion was not in 
favour of it. When the success of higher 
education for women in Bombay and Bengal 
was cited, they dismissed k with a wave of 
the hand: “Bombay and Calcutta are now 
able to produce a female graduate here and 
there (a thing in itself of doubtfol advan¬ 
tage) .. 

The decline of government girls’ schools 
was put forward as “evidence^’ of the fact 
that Punjabi public tqiinion was not 
prepared to accept the idea of women’s 
education. The chaminons of the cause 
retorted that this was because government 
had not treated women’s education as a 
priority. Thqr also pointed out that"... to 
deny high education to our women is to deny 
them, as a class, any education whatsoever”, 
since primary education for girls was depen- 
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dcQt on the avaitaUlity of tiaittad women 
teacher!.** 

The ‘^college party” expressed great fear 
that higher education would lead to ‘Vwer- 
cultut^ amongst women and unflt them for 
domestic Aities. However, the Mahatmas 
hastened to assure them that education 
would be geared to producing better wives 
and mothers, and would not teach women 
to compete with men or to look fm employ* 
ment like western women, since no one was 
"senously thinking of turning out ladies 
mistresses of arts ... no sane person would 
ever dream of making his dau^ter aspire 
to that degree!"^ They continually repeated 
that "the ^ucation we give our girls should 
not unsex them”.'* 

The Mahatma wing of the Arya Samaj 
was concentrating more on social and 
rehgious than on political and economic 
reform. Writers of this persuasion emphasis¬ 
ed the need to free women from superstition 
and ritualism, so that they did not hinder 
the “progiess” of the mm: “Social reformers 
must 1^ now have realised that it is our 
women who sund in the way of reforma¬ 
tion and progress and it would be their 
education and that alone that will smooth 
the path of social reformer!’'* They made 
much of the plight of the hapless man 
married to an uneducated woman. “Oirb’ 
education may be looked at from two stand¬ 
points of view. Firstly from the educated 
husband’s point of view and secondly from 
the view of reformers of Hindu nation and 
Hindu people. The educated husband re¬ 
quires only to be token into confidence and 
he will point to you the gloomy, dark and 
miserable life he leads at home ... Tb the 
reformer we can only say, marry an ignorant, 
illitoate wife and show me the record of pure 
ideas that you entertain and the deeds that 
you have done.”** On this basis, they 
disagreed with the view of their opponenu 
that women’s education would cause 
“domestic aberration”, “physical deteriora¬ 
tion” of women, and hence, ultimately, the 
“Wmihilation of the race itself!’*' 

While the debate went on, the Kenya 
Mahavidyalaya (KMV) was founded ami 
began to make progress. The Muklqfa Sabha 
(the managing committee), a registered 
society which was established in 1896 to con¬ 
trol KMV, stated its purposes thus: 

1 lb establish at JahindW City an institu¬ 
tion, for the education of females called the 
Kenya Mahavidyalaya, with the following 
purposes: 

(a) lb impart physical, mental and 
rehgious instruction. 

(b) % give instruction in handicrafts such 
as needlework, pbdn sewing, etc. 

(c) lb give’ instruction in housdiold 
economy, such as cooking, etc. 

(to 1b give instruction in hygiene and 
ehnicntary ruks of health, 

(e) IkrittiHg of females as school ndstras* 
set, 

2 lb encourage and produce litetaturein 


Hin<U and Sanskrit for the use of females.** 

From the beginning, many women 
devoted thdr efforts to promoting the 
school. Students became fund raisers, 
workers uid, later, teachers, facilitating its 
growth. This process demonstrated vividly 
that women could m fket do many things 
which certain sections of the Samai had 
doubted their ability or willingness to do. 
Lala Devraj’s ideas underwent a definite 
change as he worked with a large number 
of women in a range of activities in and 
around XMV. Thus, the institution deve¬ 
loped into more than a school. It became 
a catalyst for various kinds of change 
relating to women in Puniab. 

The Prime architect of KMV 

Lala Devrai, the main architect of KMV, 
belonged to the well known Sondhi family 
of Jalandhar. Both his father, Lala Saiignun, 
and his grandfather had served as honorary 
magistrates. The second of five children, 
Devrai was born on March 3, 1860. He was 
a sickly child but was his mother’s favourite 
Throughout his life he was devoted to his 
mother, Kahan Devi, and always declared that 
his work for women was inspired by her life 
of selfless service; generosity, broaitonded- 
ness and simplicity. 

Devrai was educated first in a mosque 
school and later in a mission school. As a 
young man, he had a circle of friends who 
were imbued with nationalist fervour. 
Amongst them, he was known as Mr Liberty, 
and also as Satyaprakash (Ught of truth). His 
brothers, Hansraj and Bhaktram, and his 
brother-in-law, Munshiram, who were 
among bis close associates, went on to 
become luminaries of the Arya Samai. At 
the age of 23, Devrai took a vow to use only 
khiuii. He kept this vow all his life. From an 
early age; he began to maintain a diary 
which also became a lifdong habit. 

Unwilling to take up government service 
which, he believed, would inhibit his 
freedom, he helped to manage the family 
business of money lending and amindari. 
His first foray into social activism was the 
estoblithment of a Deshonnan (national 
upliftment) Fund in his commuidty. He did 
a lot of travelling and public speaking to 
raise money for this fund which was to be 
used for religious reform. He also started in 
his house a youth club which met regularly 
to discuss social issues. Devrai himself was 
the most active member of this club, which, 
in 1883, was transformed into the Jiplandhar 
wing of the Arya Samai. 

He was marned young and had five sons 
and a daughter, Gargi, w^p died at the age 
of 17, to his great grief. He was deeply at¬ 
tached to his wife, Sundari, and undertook 
her education with ual. She soon became 
capable of running the women’s wing of the 
Arya Samai nnd later iwrticipated actively 
in XMV lunivities, serving for years as 
manager of the Widows’ Home. 

In Ids student days, Devraj began writing 


for local newspapers. At various times of his 
life; he edited the Kesan, Saddharm 
Prachank and the Sahayak He made a 
notable contribution to Punjabi journalism, 
particularly to enhandng women’s activity 
therein 1b please his father, Devrai served 
as a Zaildar (supervisor of revenue collec¬ 
tion and administration of a group of 
villages) for some years. He was also made 
an honorary mmtistrate Although he was 
highly commended for his good work, par¬ 
ticularly during plague and other endemics, 
he felt extremely uneasy at the pressures he 
had to face from government, administra¬ 
tion and police. He resigned during the 
Khilafat and Swaraj movement of 1920, 
noting in his diary that “A man who Is not 
adept at flattery and servility cannot be an 
honorary magistrate.”** 

He remained an opponent of British rule 
throughout his life. His diary is full of 
laments over the oppressed condition of 
India and Indians who, he wrote, were 
treated worse than dogs by the British rulers. 
He was a supporter of the Indian National 
Congress, attending its sessions and align¬ 
ing his constructive work with its priiKiples. 

When Devrai joined the Arya Samaj, he 
had to face a lot of opposition from his 
relatives, particularly his father, who was a 
Sanatoni (orthodox Hindu), although he had 
hts mother’s support. Once, he even left 
home and preceded towards Rangoon but 
was recalled from the ship by a telegram and 
messengers sent by hb fatW. 

The Jalandhar Arya Samaj soon became 
the centre for Samaj activity in the Doaba. 
Devraj travelled widely in and outside 
Puitjab, speaking, rabing fUnds, conducting 
shuddht (puriBcation) campaigns, in¬ 
tegrating low caste people into the com¬ 
munity, and countering Chrbtian mission 
activity. He raised large sums for the DAV 
college; Lahore, and initiated propaganda 
work at fairs, festivals, grain markets and 
other public venues. The Hindu religious 
establishment, particularly the brahmins, 
bitterly opposed Samaj activity, especially 
the puticipation of non-bratunins lite 
Devij^. He always met such opposition in 
a courteous, gentle but firm manner and 
eventually overcame it. 

As the Samaj grew and power struggles 
began to emerge within it, Devraj, although 
often acting as peacemaker, dbtanc^ 
himsdf from it, and immersed himself in ac¬ 
tivities related to women in and around 
KMV. For the rest of hb life, until his death 
at the age of 75, he treated the women’s 
cause as his mission or dkarma 

Devraj’s first principle in running KMV 
was the parent-child relationship betwreen 
him and the girb. He personally concerned 
himself with every aspect of their lives, and 
tried to maintain an intimate relationship 
with each student and her family. Hb ex¬ 
periments in promoting women’s education 
and women’s freedom earned him acclaim 
but also much hostility. He was accused by 
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KAtOjApoiiit^ fhf iTiiiiiinifhS 
'fiOB^tteedeeided tt> ttplMct UilmSS 
otha Svtu^ leaden. ym. '^hs^, 
grieved but Rfndned fitun ni^ti^ lM<d(. 
However, the KMV girls, thdt pamits, W 
the teachers raised such a vociferous pn^, ' 
some of them going on an indefuaite fast, 
that the move had to be withdrawn. 

The KMV IXPEWMENT 

The birth of the Kanya Mahavidyalaya, 
Jalandhar, inaugurated a new era in the 
history of women's education in Punjab, the 
subjective intentions of Samaj leaders not¬ 
withstanding. With this event, and the con¬ 
tinuing controversies it gas« rise ta the Arya 
Samal movement for women’s upliftmeiit 
lost its homogeneity, lb begin with, it was 
the college party versus the Gurukul wing. 
But if we take the growth and development 
of this particular Kanya Mahavidyalaya as 
a case study, newer trends and divisions 
within the Samaj movement become evident, 
which point not only to the great potential 
that lay within the movement but also to its 
inherent limiutions. 

The decision to launch this bold experi¬ 
ment was initially prompted by the desire to 
produce updesUkas (women preachers) for 
Ved prachar (preaching of Vsdic philosophy) 
and ‘lightened” wives and mothers who 
would fhrther the cause of religious reform. 
Lala Devnd was convinced that the “Arya 
Samai would have made a lot more progress 
if our women had been with us ... I am 
therefore watering the roots ... when 
mothers will become Atyas, why would then 
sons not be good Aryas?”^ For Lala 
Devraj,'the nation’s prime power was in the 
Maim Skakli (mother power). He sought to 
chatmelise this power for the regeneration 
of Indian society from its "abysmal ig¬ 
norance". 

The New curriculum and 
THE Literature produced by kmv 

In the Punjab, Lala Devraj was the 
pioneer of the kindergarten system of educa¬ 
tion. His irmovative hansi khel mein shiksha 
(education through fun and games) sought 
to encompass the entire life of the child. The 
various s^ool texts he devised for this pur¬ 
pose show the creative nature of the KMV 
experiment in its early days. 

As the intitution grew beyond the para¬ 
meters initially envisaged for it, Lala Devraj 
began to feel the need for a curriculum more 
suited to the girls’ everyday lives. Since such 
literature was not readily at hand, he began 
to write textbooks specially for girls. The 
medium of instruction was a supposedly 
purified version of Hindi which they called 
Arya Bhasha, the language of the Aryas. In 
actual practice, it was a curious blend of 
Puiviabi and Sanskritised Hindi with a tinge 
. of Urdu. 

KMV’s role as a nucleus of educational 
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liftlfBthi, Tklugu, and Gujaruti. In 
1904, the Punjab and Central Provinces 
governments recommended some of these 
texts for their schools. This was a triumph 
for the KMV concept of girls’ education. 
Lida Devraj was given an award of Rs 200 
for his contribution to children’s literature. 
The prim run gives an idea of the wide reach 
of this literature; /bAff BithawaU (first 
primer) 70,500 copies; Doosri Pathawall 
(second primer) 43,500; Akshar Dipika 
(lamp of the alphabet) 4,000 (27th edition); 
Putra Kaumudi (a garland of letters) 20,500 
(II editions): Katha Vidhi (stories) 72,500 (16 
editions); Baiodyan Sangit (kindergarten 
songs) 34,000. The KMV sold these books 
from its own Sahitya Bhandar (bookshop).^' 

In 1897 KMv also began publishing a 
magazine called Panchai Pandita (in later 
years, the KMV magazine wa.s called Jatvid 
Sakha or friend of the Jalandhar school). 
Which disseminated the message of women’s 
education throughout Punjab. It was descri¬ 
bed on the title Page as “A monthly magazine 
of 16 pages Hindi and four pages English 
... solely devoted to the interests of Indian 
womenl’ It aimed at “serving as a handy 
periodical for educated ladies and young 
students.”^ It was packed with information 
about the experiments being conducted at 
KMV. Many other branches of the Arya 
Samaj, reading about these successes, were 
inspinxi to open girls' schools modelled on 
KMV. By 1918, there were more than 104 
pathshaias (schools) following the KMV 
syllabi. Several government schools included 
Panchai Pandita in their curriculum in addi¬ 
tion to the KMV texts.^^ It was thus fairly 
successful in fulfilling its original objectives; 
“Of furnishing good reading matter to our 
sisters, cultivating their mental faculties by... 
widening their interests by giving them a 
view of the world outside the closed zenanas, 
and of infusing in them liberal sympathies 
and elevating ideas”^ While Devrgj did a 
substantial amount of the writing in the 
magazine, some of it under pseudonyms, 
many students add teachers woe also imolv- 
ed in the editing and writing, and the 
magazine thus became a forum for women’s 
creative writing. 

The education imparted the government 
and mission female schools had been mainly 
a process of learning by rote. On the other 
hand, “modern’’ education for boys had 
been equally mindless in its own way since 
it was oriented only towards producing an 
army of derks. In contrast to both these, the 
education at KMV was multidimensional. 
It sought to inculcate a new perspective 
towards life and to permeate with that 
perspective even the smallest and most mun¬ 
dane details of everyday existeiic<;. Fbr in¬ 


stance; Baiodyan Saiigeet for the second 
standard is a compendium of.nursery 
rhymes of which the following is a samttie 
“Kanghi" (comb) gives children elementiuy 
lessons in hair hygiene; “Roomal''{|iaBdk«- 
chieO is about the need to carrjt lihafidlRr- 
chief in order to stay clem; "VjisQiwn" <«- 
ercise) dwells on the need for exercise; 
"Pustak e in" (books) on books as good com¬ 
panions; “Snan” (bath) on the meriu of 
duly bathing to ward off all diseases; “Vsyu 
Sewan’’ (getting fresh air) on the benefits of 
an outdoor life; “Mitti” (mud) is on the uses 
of earth and soil but does not forget to re¬ 
mind its little readers that mud is not meant 
to be eaten; “Shut Bhutni” (ghosf^ is an at¬ 
tack on superstitious fears of children, tell¬ 
ing them that such fears are born of peo¬ 
ple’s ignorance and illiteracy, so it is the du¬ 
ty of educated children to attach this form 
of obscurantism; "Bhojan" (food) em¬ 
phasises the need for a balanced diet and 
teaches how to manage the kitchen efficient¬ 
ly; “Desh Prem” (love for the country) 
prepares the girls to be ready to sacrifice 
their all for their country.^ 

Likewise, "Doosri Pathawfi" for students 
of class three gives similar messages through 
the story form. “Gudiyon ko gali’’ (Abusing 
dolls) is a piece on how bad habits such as 
absuing others may be picked up in small, 
seemingly harmless ways; “Supatra aur 
kupatra ko dan" (Alms giving to the deser¬ 
ving and undeserving) is a piece on ‘^ight- 
en^ charity” and the supi^ority of vidya- 
dan (the gift of learning) over all other 
forms of giving and charity. “Lagatar kam 
karna" (working continuously) teaches the 
students to be industrious and persevering; 
“Itni si chori” (a petty theft) is a story about 
the disastrous consequences of small ir¬ 
responsible actions; “Rogiyon ka poshm, 
Rog ka karan” (Nutrition for invalids; causes 
of sickness) md “Rogi ke Seva vidhi” 
(Methods of nursing invalids) are tracts pro¬ 
pagating a scientific attitude towards disease 
and its cure. Finally, as in all KMV text¬ 
books, there are a few lessons on patriotism 
md nationalism, such as "Janani Janma- 
bhumi” (Motherlmd) and “Swadesh preeti” 
(love of one’s country).” 

“Pathshala ki Kanya”, (Girls of the idiod) 
another book written Iv Lala Oevntj, has 
several chapters on household duties, punc¬ 
tuality, cleanliness, rad women’s diess.^' 
Strt J^rpan (Mirror of women) is a kind of 
housewifes guide focused (Hi household 
mmagement. Siri Dhama Niti (womm’s 
duties) equips the girls with the whole Arya 
Samaj ideology on their “special'’ role as 
women in family and society.” 

"Palm Kdumudr offers a more inteRstiog 
example of the role models held up before 
theKMV^Is.Thebookisanineteenthceti* [ 
tury vertion of 'Letters for dl occarions-” ' 
The sample letters have a wide range; firom 
application for sehttiarshipt to tetters order- 
iiig books, invitations to Samaj ftmetioni, 
sick leave appheations, remioden to tl|e 
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wuhennan to d^ver the wash, letter to a 
station master askutg for a conr of the 
railway time tables letter ordenng crates of 
oranges, letter to a domestic servant order¬ 
ing him to rsjom duty immediately, letter to 
the doctor dmctiblng symptoms of disease, 
application for employment, letter to the 
pandit (pnest) asking hun to come over for 
a consultation, letter to a shopkeeper plac¬ 
ing an order for monthly provuions, letter 
asking for a subscription to a magazine, let¬ 
ter to a sister asking her to send a particular 
kind of rose tree, letter to a younger sister 
rebuking her for her untidy handwnting 
There is also a whole section on letters per- 
taimng to school management, obviously in¬ 
tended for future teachers whom KMV 
hoped to produce 

The range, content and style of these let 
ters suggest the changing roles withm the 
family for which the girls were being trained 
The emphasis on “good breeding” and 
“good mannerisms” points to the inevitable 
pressuie for westernisation to which the 
Punjabi urban educated family was sub 
jected The ideal of the Victorian housewife 
loomed large on their mental horizon The 
letters do, however, help the girl handle her 
immediate environment, so that she does not 
feel completely lost in a fast changing urban 
milieu 

Ihe same principle of education- 
enlarging consciousness starting from the 
student s immediate enviro'nment, needs and 
preov.cupations—is visible in the geography, 
history, natural science courses as well 
Geography was introduced in the second 
class The course for this class was “Know 
ledge of the four directions, and to identify 
important places from the map of the KMV 
campus” For the third class, it was “General 
information on the geography of your city 
and district” In the fourth class, it went on 
to “Geogiaphy of Punjab", in the fifth, to 
“Geography of India”, in the sixth, to that 
of Asia, and in the seventh and eighth to that 
of Africa, Australia, South and North 
America, New Zealand and Europe 

History was staned in the sixth class, with 
"Ancient Historical Ihles” and was con¬ 
tinued with "Ihles of Musalmani Times” in 
the seventh, and the History of India in the 
eighth and ninth classes Scouting, 
gardening and botany were all combined in 
one—a refreshing contrast to present day 
textbook learning and lab-confined sciences, 
totally unrelated to daily hfo The course for 
the eighth class was as follows Itoes names 
of trees on the KMV campus; identifying 
leaves, flowers, seeds, information about 
when trees shed leaves, when they flower, the 
uses of wood and the planting of trees, 
Flowers how to plant them; knowledge of 
different flowen and the seasons when they 
bloom; identification of flowen and leaves 
by their smell, keetdng the eyes closcjl; 
making of bouquets and garlands; Oialtu; 
their kindt; sowing and harvesting; different 
kinds of manure; how to prepare them; 


Fodder kinds of fodder grown around KMV 
campus, sowing and harvesting, process of 
feeding animats, of drying and processing 
giain, Agricultural implements used for 
gardening and for agriculture The gii 1$ were 
expected to observe life around them, live 
m interaction with it, and gather this ttiior 
raation without the help of books 
Even more innovative was the introduc¬ 
tion of physical exercises and games, in an 
attempt to unpart “hansi khel mem shiksha” 
The emphasis placed on this aspect is obvious 
not only from the numerous stones, poems, 
essays, that Lala Devraj wrote around this 
theme; and incorporated in school texts, but 
also in the manner in which he devised ever 
newer ways of imparting it The press held 
up KMV as a model in this respect for other 
schools the country over One issue of the 
Indian Social Reformer reported on it 
One of the most interesting girls' schools 
maintained by native effort is the Kanya 
Mahavidyalaya of Jalandhar In spue ot its 
name; the instruction given m the school does 
not seem as yet to be of a high standard but 
there are certain interesUng features about it, 
one of which is that the girls are taught Veda 
Mantras (incantations) and are made to per 
form Sandhya (evening prayer) contrary to 
the orthodox Hindu view that the Vedasara 
(essence of Vedas) is not meant for women 
and Sudias (below the twice bom castes) 

The following description of a game, which 
combines physical exercise with moral in 
struction, is from the pen of a visitor and 
may be read with much interest 
Twelve girls form themselves into a circle 
hand in hand representing Time or the dial 
of a clock 1\vo girls stand in the midst of 
the circle and act the part of fortune-tellers 
IVvo more coma one after the other, and with 
folded hands ask questions about their fate 
1b the first one, the fortune tellers address 
'O daughter, tell us something about your bfe 
and how you spend your time* ‘People call 
me a good girl; she answers, ‘I rise early in 
the morning, wash my hands and face, do 
household work with great diligence; attend 
the Pithshala regularly 1 speak the truth and 
obey my parents ‘Thou good girt, thou hast 
a bnght future before thee and thy life is 
long’ IS the soothsayer’s reply Immediately 
after this, the circle begins to move on, and 
whirls round and round, the girls singing, all 
the white, a beautiful song in praise ot those 
children who make the best use of their time 
The same question is put to the other girl 
But as her life is spent in idleness and cons 
tant neglect of household duties^ the south 
sayers, of course, have to teii a different tale, 
foreseeing m her case; nothing but a gloomy 
future and a short life full of endless misery 
The circle moves on again, the girls spinning 
round and round as before, but their song 
this time IS something woeful This is one of 
the numerous games, and th^ give so much 
ftin and mirth to the bale girls that even the 
silliest among them do not think it hard to 
attend the Pathshala ^ 

There was an attempt to combine various 
elements of different systems of education 


which would together make a “successful 
housewife “Sulficicnt attention lwas| given 
to the teaching of the science and an of 
cookery m the school'”* Nesdlewoi;k, plain 
sewtnr, domestic economy, hygiene, nuising, 
gardening, papercraft, were important sub 
jects Sewing started from class two The 
syllabus prescribed plain sewing and hand 
kerchief making By the time they reached 
class ten the girls had leaint to darn socks, 
tailor shirts pyjamas, petticoats, and do all 
kinds ot fancy embroidery as well as knit 
sweaters, knickers and blouses 

But l>eviaj did not stop here His ideal of 
womanhood was beginning to undergo a 
radical transformation as is visible in the 
career of Ihe fictional heroines of Pancha! 
Pandtta One of these women is Suvnta who 
IS described as a healthy, intelligent woman 
who freely and confidently mixes with 
men Another ideal type is Sun S;uvira 
The name was coined by Devraj and she 
became a near mythical figure in KMV lore 
When writing about the suffragist lucy 
Stone Blackwell, Devraj gave her too the 
name or rather the title Suvira (brave 
woman) This name thus came to symbolise 
a new role model with whom ihe girls were 
encouraged to identify 

Pancha! Pandtta propagated the view that 
women’s education was not chantabic work 
but a vital nation building task, part of the 
regeneration of enslaved India Biographies 
of outstanding western women end with the 
hope that KMV girls will prove as illustrious, 
intelligent and scholarly Thus, the story 
of Elizabeth Fry ends with the fervent hope 
that the women of India wilt perform an 
even greater task than Fry did, by reform 
ing India’, homes, which arc like prisons 
The writer of this series ol life sketches 
begins with a passionate appeal to the reader 
not to icad fuither unless she is making an 
effort to become like the women depicted 
The girts ol KMV arc specially addressed m 
this appeal 

A game which goes much beyond conven¬ 
tional moralism is reported in the February 
1903 issue of Panchal Pandita It is called 
Suvira and is about a warrior girl who is not 
only brave in defence of her rights but can 
also wield modem weapons ** In this game, 
the girls used crackers to simulate the gun 
battle fought by Suvira The same issue lists 
other games such as Hath Pehchan (hand 
recognition). Rang Pehchan (colour recogni 
tion) < hun C huna\ (choices) which combine 
physical exercise with the development of 
mental concentration 

It IS evident that a conscious effort was 
made to foster the sense of self in the girls 
The reader is addressed in the feminine 
gender, and there is a definite sense of the 
togetherness of women even though the 
authors are often men The readers are often 
addressed as sisters and are exhorted to base 
their friendship with each other on common 
ideals and common work in the women’s 
caust*’ 


WS 13 



feview of Women Studies April 1986 


ECONOMIC AND POUTlb^L ^EEjKtY 


DMCC - a former’s friend 



In 1924 DMCC sat up its first Single 
Superphosphate plant in Ambernath, 
Maharashtra. 

Since then there has been no 
looking back. In fact today we are the 
largest Single Superphosphate 
manufacturers in the country. 

We realise it is the farmer who 
toils and tills the land to grow more 


crops. OMCC has made a major 
contributlan In assisting ths farmer 
to achieve higher yields. * 


Our 'Ship' brand Single 
Superphosphate and Boronatad 
Superphosphate fertilisers have 
aided ths farmer in his quest 
for plenty. 

Our fertilisers arc feeding the crops 
that feed the nation, ultimstaly 
leading to economic growth and 
stability. 


ShfoBrandforMbm 

The name you can 
depend upon 


O^C 


TMEDHARAMSIMORARJI 
CH«IUCALCO.,irD. 

Ptoipwr Clw^n. 317/21 Oc D.l«.l<eid. Sembtr.aOOOOI. 
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‘‘Moml iaitroctioa** nealved‘%ood attai> 
tion’* too, at t contempon^ obiarver ap* 
provingly remartod.^ Hyrant wa&blmfttns 
w«c ipedally prepared for the giitt fay 
Devrai, Mai Bhaswtti and othen. Religious 
education in the tenets of “reformed” 
Hinduism was an integral part of the cur¬ 
riculum. The girls had to be well verted in 
the "principles of Arya Samaj" Sandhya 
ucharan (utterance of evening pn^ers) the 
Ramayana aixl Satyanh Prakash, Thqr were 
alto expected to be familiar with Manu- 
smnti, tte Gita and a smattering of the Vidas 
by the time they reached class ten. 

Performance of the haven Ontrification 
rituaD as prescribed in the Arya religion was 
taught from class four upward This know¬ 
ledge was imparted not only to make “good 
Arya mothers” but also in the hope of pro¬ 
ducing good Ved pmcharikas. Girls were 
systematically trained in the wt of Ved 
prachar and in giving lectures on Arya dhar- 
md (way of life of the Aryas). This is men¬ 
tioned as part of the syllabus for Snatika 
Vibhaga or classes eleven and twelve. The 
KMV students with their vyakhyans (lec¬ 
tures) were a common feature at Samni func¬ 
tions all over Punjab. 

Lala Devraj with his KMV students thus 
came to constitute a special wing, a women’s 
wing, of the Arya Samaj. It goes to Deviaj’s 
credit that he played a crucial role in pro¬ 
viding pmcharikas (women preachers} and 
acted as a catalyst in the establishment of 
a whole chain of Stri Samajas (women’s 
associations) and Kanya Pathshalas (girls’ 
schools). When he began the practice of 
taking his students to attend Samaj func¬ 
tions all over the province^ the initial 
response of fellow samajists was a hostile 
one The first such instance was in 1897, at 
the function of the Ropar Samaj. But Dei^ 
continued undaunted.^’ 

After a visit to KMV, the Director of 
Public Instruction wrote on January 22, 
1918: “I cannot help observing what a relief 
it is after visiting some boys’ schools, in 
which the shadow of the oaminations seems 
to darken all the school life, to come to an 
institution in which examinations are of 
small account and a wholesome^ useful and 
pleasant life is the object for which the 
pupils are prepared.” 

Reforming the Women 

In KMV propaganda or pmchar, educa- 
tioa was seen as the panacea for most of the 
ills that womankind is bdr to, sudi as child 
marriage; high female mortality and pro¬ 
stitution. The lode was simple Child 
widows were the mott vulnerable to a "life 
of vice”. If people started educating their 
daughters, there would be no child widows 
and hence no need for women to stray and 
*^eorrupt men”- If women married young, 
before they were fit to be mothers, th^ ware 
likely to ruin their health and that of suc¬ 
ceeding generations. 

VfoineR’s wastefolness in their love of or- 


namenu was criticised, they were taught to 
apprcciale the aesthetics of austerity. Articles 
su^ at “Kurup na band” tcOing women that 
excessive ornamentation made them look 
ugly, were quite common. KMV girls were 
especially ^scouraged from wearing or¬ 
naments and this was mentioned in the pro¬ 
spectus. But this was only during school Ufa 
It was customary for a married woman to 
wear jewels and KMV girls were expected to 
make the transition 

The question of reform in marriage 
rituals, especiaUy with a view to promoting 
habits of thrift and controUing wasteful ex¬ 
penditure was a cause dear to the heart of 
the emerging commercial bourgeoisie in 
Pimi^ nmcha/flmditak full of essays and 
stories which try to show the misery caused 
by pomp and show at the time of wedding 
and other ceremonies, and how families are 
ruined by it. 

Dowry giving in itself was never attack¬ 
ed. However, extravagant weddings and giv¬ 
ing of too much jewellery and fancy clothes 
was a butt of attack. The “ideal” daughter- 
in-law in one story is a girl who brings many 
books with her as dowry. Marriages con- 
duaed according to simile Vedic rites, both 
parties wearing khadi garments, and, 
sometimes, without dowry, were reported 
and highly extolled. However, to attack 
dowry /wse would have inevitably involved 
raising the question of property rights for 
daughters, thus challenging one of the basics 
of patriarchy. The issue of women’s property 
rights was never taken up throughout the 
period of Arya Samaj reform movonent. 

In the early years of the movement, a con¬ 
stant battle was waged against supersitition 
amongst women. Some of the pieces written 
were not only hard hitting but also tried to 
promote a scientific world view. There was 
an attack on meaningless rituals and super¬ 
stitious avoidance of certain foods by 
women. Customs such as women net wear¬ 
ing clean clothes for a whole year after a 
death in the family were also sharply criticis¬ 
ed. The superstition regarding travelling on 
certain days considered inauspicious because 
of planetary conflguiations was denounced: 
“When a planet is eclipsed, it is beheved to 
have set, that is, it rises with the sun and sets 
with the sun .. Why then are auspicious 
actions like marriages, and the comings and 
goings of women put a stop to? When Mars 
sets, ships do not stop nor do trains 
Women’s mobility throughout’the world 
does not come to a standstill. Births and 
deaths continue to take piece. What crime 
have Hindu women committed against the 
planet Mars, which is miles away from the 
earth, that when it sets their movements 
should be restricted? How perfoctly have the 
selfish men befooled womebl ... Break 
these irrational illusions on the strength of 
science. I assure you that Man cannot harm 
a haic of your head”^ Similar tracu 
exposed the folly of belief In ghosts and 
demons.^ 


Siyapa or mrit vHap—aiceuiiK mourning 
and beating of breasts by women on the oc¬ 
casion of death-wax another objea of 
repeated attack in Panchal figiuOta.^ It was 
stated that women almost looked forward 
to such occasions because they provided an 
opportunity for women to be together and 
release their pent up emotions, tensions and 
neuroses. But the Samaj wanted to subHitute 
more lightened’ safety valves such as Mia- 
jan mandahs (hynm singing groups) and Stri 
Samaj meetings.^' 

Religious obscurantism amongst women, 
their willing exploitation by racketeering 
sadhus, their flocking to pilgrimage centres 
in spite of these places having degenerated 
imo dens of vice and the singing of what the 
Samajists regarded as obscene songs by 
women at weddings, became some of the 
issues which they linked to the fight against 
Ignorance amongst women. 

Widening of Horizons 

The education at KMV not only for the 
first time exposed the upper caste woman 
to her immediate environment—natural, 
socio-economic, political—but also brought 
her in touch with worlds of whose existence 
she had never known—from that of country¬ 
wide examinations to that of international 
relations, commented upon regularly in the 
columns of Panchal Pandua, from that of 
scientific experiment (Panchal Pandita car¬ 
ried articles on such wide ranging subjects 
as “The Uses of the Lemon” to “Solar 
Energy” to “Volcanoes”) to that of feminist 
struggles in USA and England. 

In the attempt to produce the “modern” 
housewife; a whole lot of literature that gave 
lessons in hygiene and scientific attit^es 
towards disease was produced. The informa¬ 
tion ranged from child care to plague in- 
noculation to personal hygiene. Arya 
ideology saw the chief role of the woman 
as reproducer of the race. Therefore, 
women’s own health became an important 
issue in the interest of “race maintenance”. 
Lack of physical exercise and fresh air, and 
ignorance of the right food habits were seen 
as the chief cause of disease amongst 
women, and the literature produced at KMV 
carried on a vigorous campaign in favour 
of physical exercise and exposure to fresh air 
tor women 

Linked to this was KMV’s campaign 
against Purdah which speciflcally concerned 
upper caste, middle class women. The argu¬ 
ments advanced against Purdah were that it 
had no Vedic sanction, that it prevented 
women from being helpmates and compa¬ 
nions to their husbands as Sita, Yeshodara, 
Anasuya, Kunti, Dtaupadi and others had. 
been. They were so ignorant that they could 
not protect their husbands and children ftopi 
going astray. However, the protective and 
possessive attitudes towards women were not 
questioned. On the contrary, it was asserted 
that the teal Purdah of a woman was her 
chaste spirit, her palivmt dharma (the vow 
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of wifely duties) not an external veil. Lata 
Devraj, never tired of insisting in his tracts 
on Pehrava (dress) that purdah or modesty 
must be observed in dressing. Photographs 
of KMV students show tiny girls swathed in 
full length garments. The only parts of a 
girl’s body allowed to be exposed were the 
face, neck, hands and feet. 

Yet there was much opposition by the ori 
thodox within the Arya Samaj to innova¬ 
tions in KMV. The introduction of physical 
exercise and singing of songs at annual func¬ 
tions provoked much hostility. But the most 
controversial measure was the introduction 
of music and dance at KMV. These arts were 
supposed to be practised only by prostitutes 
and low caste women, nauich girls and 
mirasis (low caste entertainers). They were 
considered “unfit” for respectable women. 
Their opponents alleged that “the Pathshala 
people, by teaching girls to sing like Dorns 
and dance like dancing girls, to exercise and 
exhibit these skills, are diminishing the glory 
of the nation".*^ 

The KMV organisers were ingenious at the 
art of culling out relevant passages from an¬ 
cient authorities and scriptures to justify the 
innovations they were introducing. Evidence 
galore was cited such as the life of Mirabhai 
and other examples from ancient texts like 
the Mahabharata to prove that women in an¬ 
cient times were not only adept at singing 
but could play instruments such as the 
veena, mridang, chikara and damru.’' 
Upper caste respectability was sought to the 
lent to these arts; "Don’t think that music 
is only for miraxK and low caste entertainers. 
Rishis and Munis (learned sages) sang, so 
did the Rajkanyas (princesses). Music 
became decadent when it got into the hands 
of the mirasis. Actually, it is meant as the 
special forte of high ca.stcs and Kulins (high¬ 
born) ... don’t think that singing is a 
despicable activity. Always sing virtuous 
songs. Don’t go to a place where you hear 
vulgar songs being sung. Just close your 
ears:’** 

The musical learning was advocated not 
just for its aesthetic value, it had other 
pragmatic “modern” uses as well: “The hus¬ 
band comes home tired. He is upset. If at 
such a time, a talented wife can play veena, 
sitar (musical instruments) or harmonium 
and .soothe with her melodious voice, how 
much will the husband love her for that... 
it's a pity women don’t lealise how much 
they can benefit men by learning music and 
how much more men will respect them for 
it. Also, by so doing, they can prevent their 
husbands from going to singing and dancing 
girls. When the Ganges flows in the house, 
why would they go in search of it?”** 

In September 1903, the Panchai Pandita 
congratulated a woman who passed the 
music examination of Calcutta University, 
and looked forward to the day when KMV 
students would become accomplished, mus- 
cians.** The Panchal Pandita gave regular 
news of other music examinations being held 
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in other parts of the country.*’ 

Girls were also exposed to the outside 
world through educational tours, fund rais¬ 
ing trips, participation in Samaj functions, 
and later, in nationalist ftmetions. They were 
regularly taken for treks around Jalandhar 
and to various hill stations. In September 
1903, even the girls of the orphanage were 
taken to Dharmasala.** Devraj was usually 
accompanied by one or more students when 
he ..ent on a fund raising trip. The girls 
vi.ivCd foreign countries and acted there as 
ambassadresses of the KMV concept of 
female education. The progressiveness of 
these measures is evident only when they are 
seen in the context of the extreme conditions 
of confinement in which upper caste women 
lived from babyhood. They were kept in one 
quarter of the house, where the missionaries 
had tried to gain access through Zenana 
classes. It was considered unseemly for these 
women to cross roads or a marketplace to 
attend school. They could step out of the 
house only when heavily veiled: “Amongst 
the higher classes girls are so confined that 
the bles.sings of fresh air and exercise are 
unknown.”*’ 

Government schools, with their dark, 
stuffy classrooms and lack of space for the 
girls to run about, were only an extension 
of the unhealthy atmosphere of the women’s 
life at home. The family’s ignorance and 
superstition prevented women from gaining 
access to medical care. Many lives were lost 
because of families’ hesitation to “expose” 
women -to the few available sources of 
medical cate. The Panckal Pandita con¬ 
demns such low valuation of women’s lives 
and insists that student’s need to disabuse 
their minds of such supersitions. 

The Arya Samaj did bring about a cer¬ 
tain change in the attitudes of men towards 
women, but mainly in the context of family 
relations. The kind of change witnessed in 
the Devraj household mi^ not have been 
typical yet it became a model which many 
Simajists held up for others. Devrai’s wife^ 
mother and dau^ter were all active workers 
at KMV. This happened in the context where 
“it will appear strange to many people that 
Lekh Ramji used to take his wife to the open 
fields for walk and fresh air at sundown so 
that she would keep good health”.^ 

Going Beyond Safe Limits 

The KMV curriculum had initially been 
devised to meet what the reformers’ thought 
were the needs of upper caste Hindu women. 
The founders of KMV emphasised their in¬ 
novativeness in imparting Vedic education 
to girls even though this education was tradi¬ 
tionally forbidden to women and shudrai 
KMV taught its studoits Sanskrit and 
prepared them for advanced Sanskrit et- 
aminations such as Pngya and Shastri. thus 
exploding the myth of women’s mental in¬ 
capacity to master certain disciplines.*' 

The mperiment soon went beyt^ the safe 
limiu prescribed for it by orthodox Sama- 


jists. iBsndit Lekh Ram, in his prize-winning 
essay in a competition organised by KMV 
on the subject of the means to popularise 
women’s education, had argued: “When the 
Shastras allow the study of Vedas fw 
women, the highest education possible or 
conceiwble; tl^ how can anyone deny 
higher education in other subjects to 
woracn7”“ 

The contradiction here was appiuent. On 
the one hand, girb were being sent up few 
examinations, so far the prerogative of boys, 
and were proving successful in these ex- 
amiiuitions but on the other, Samai ideology 
was that they should be kept away Bom com¬ 
petition with men. Even while making cer¬ 
tain concessions in favour of “modem” lear¬ 
ning, all those influences which “bred a 
spirit of competitiveness” in women were 
saught to be avoided, the contradiction here 
was apparent on the one hand, sending girls 
to appear in examination, so far only the 
prerogative of boys, in which girls proved 
successful, and on the other, talking of keep¬ 
ing them far from competition. Arya institu¬ 
tions were geared, somewhat paradoxically, 
towards producing a modernised, educated 
woman “striding forward into the Vedic 
past”.'’’ 

Introduction of English 

The need to introduce English was soon 
enough felt. As early as January 1902, 
Devraj began to propagate the necessity for 
girls to learn English on the grounds that 
since English was the Rajya Bhasha (state 
language) and a knowledge of it was becom¬ 
ing essential for men, it was imperative for 
women too to learn it so that a gulf was not 
created between men and women. He 
pointed out that women in Bombay, Madias 
and Bengal were learning English.The 
English books studied in those provinces 
began to be stocked in the KMV Sahitya 
Bhandar (bookshop). The September 1906 
issue of Panchal Aindita reports that girl 
students would from then on begin to study 
English from clast five onwards, instead of 
later, in order to«nsure greater proficiency 
in the subject.** A big storm of protest was 
raised by Samajists when the d^sion was 
announced. Through the year 1907, very 
lively controversy was carried on, both in the 
press as well as on all other available plat¬ 
forms. Justifying this step in the issues of 
Panchal Pandita and Sahayak during 1907, 
Lala Devraj advanced more radical reasons 
than the one earlier given. English was 
declared to be necessary for the following 
reasons; 

1 Tb help women acquire a good know¬ 
ledge of the laws of the land. 

2 lb equip them for efficient day to di^ 
functioning in modern life; for example; 
sending of telegrams. 

3 Whm boys were studying Englirii, it was 
unfair to deprive girls of the opportunity to 
study it. 

4. English was indispensable, if wmned 
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were to be encouraged to travel to foreign 
countries. 

5 There could be no prachar among 
foreign women without Ar^ women acquir¬ 
ing a knowledge of English. 

6 English alone had a wide storehouse of 
all kinds of newspapers, journals and books 
in different fields of education, especially the 
sciences. 

7 lb refrom the country and ameliorate 
the pathetic condition of the land, it was 
necessary to interact with foreigners, which 
was impossible without a knowledge of 
English. 

8 By learning English, women would 
translate into Arya Bhasha all the good 
books from other countries and thus enrich 
Indian literature. 

9 If women knew English, they too, like 
Annie Besant, would be able to make their 
influence felt from Kashmir to Kanya- 
kumari. 

10 English was one of the main instru¬ 
ments of progress and its study was neces¬ 
sary for women to enlarge their mental 
horizons and prevent them from being as 
narrow vision^ as ‘toads in a weli:**^ 

It is ironical that even though the Arya 
Samaj movement was initiated with the idea 
of propagating Vedic learmng, none of its 
leaders could escape the stn^ehold of 
English. This partly resulted from the fact 
that the Indian perception of the world even 
today and more so at that time, was that 
English is the one umversal language of 
knowledge and communication. The realisa¬ 
tion that to re^ly comprehend the world one 
would require the knowledge of many more 
languages and cultures has not yet dawned. 
However, in the given context, the introduc¬ 
tion of English at KMV represented a major 
breakthrough. 

People like Devraj who were actively in¬ 
volved in evolving a new concept of women’s 
education were being carried ^ the logic of 
their own experiment to positions and 
premises which challenged some of their 
own cherished myths and notions of 
womanhood. 

TheExpfrimeni Moves Forward—New 
Roil Modus 

The KMV experiment had now begun 
aspiring to produce Annie Besants, Florence 
Nightingales, Sarojini Naidus, Cornelia 
Sorabjees and Rani Lakshmibais. These were 
the women slowly emerging as new role 
models tepladng the traditional Sita, Savitri 
and Damyanti. One of the earliest books 
written by Oevrej was on the story of 
Semiramis—described by Devraj as one 6f 
the most distinguished rulers of Syria. Her 
life was narrated to show that “womanhood 
is not lacking in valour and courage'’.*^ Ac¬ 
cording to Devraj’s storx tips woman luui 
set out to ctmquer the wwld, and was tl|e 
prime architect of the dty of Babjdon. The 
February 1902 issue of Amcha/AmdUa car¬ 
ried a very interesting write-np tm the Ufe 


of Flonmce Nightingale Likewise the Italian 
heroine Anita Garibaldi, was held up as an 
in^iration to Indian women. She bad re¬ 
mained at her husband’s side through the 
bloodiest battles and hod died fighting. 
Indian legends and myths were also reinter¬ 
preted. Gargi became a symbol of the in¬ 
tellectual heights women were capable of at¬ 
taining. Gopa, the wife of Oautam 
Budha, was seen as an iUustnous crusader 
against Purdah Oandhari and Man- 
dodari were used as examples of patriotic 
and fearless women who opposed their own 
husbands when the latter happened to be in 
the wrong.™ 

Panchal Pondiia was no less responsive to 
contemporary role models. Cornelia Sorab- 
jee, the first woman lawyer of India, was 
time and again mentioned as an ouutanding 
woman who excelled men in a hitherto ex- 
clusivriy male field. She was used as an ex¬ 
ample to advocate foreign travel and educa¬ 
tion abroad for women.^' 

Apart from this, Panchal Pandita and 
later Jalvid Sakha gave regular news of the 
achievements of women the world over. The 
October 1906 issue of Panchal Pandila 
reported on the first woman engineer in 
America. The October 1902 issue advised 
Indian women to follow in the footsteps of 
lady doctors in America. The June 1906 
issue reported admiringly on a learned 
woman of Madras who had won a scholar¬ 
ship to Cambridge, and advocated education 
abroad for Punjabi girls. 

Even small achievements of KMV stude¬ 
nts were held up as models and as proof that 
women were not inferior to men: “On ex¬ 
amination it becomes obvious that girls were 
in no way less than boys in physical exercise. 
Savitri I^i, daughter of R^zada Bhaktram 
and a student of third standard, was taught 
to bicycle. She cycled 18 miles in two 
hours”’' 

Short stories, such as “The Girl Who 
Saved The Ham”, describing the heroic 
deeds of little girls, began to be written.’^ 
“Ek Rat” describes the bravery of the young 
girl who fights single handedly with four 
burglars while her brother is terrified.’’ 
"Desh Bhakta Kanya" (patriotic girl) is 
about a young girl, Sukriu, who, although 
she was alone in her hut in the forest, 
sheltered an exiled king who was in disguise, 
because she believed thu to look after 
anyone who comes as a guest in need of 
shdter is a primary duty. Later, when the 
king regain^ his throne, he asked her to 
name a reward. Sukrita asked that a dam be 
built on a nearby river to stop the annual 
floods which caused havoc and misery in all 
the surrounding villages. The king was very 
impressed with her for not having asked 
anything tot hersdf, and by the fact that her 
wish was for the good of others. This was 
hdd up as an example of love for oads coun¬ 
try ai^ for humanity.’* "Dahatan" fibur- 
ing the World) is a poem about a girl who 
wants to travel the world over to gather 


knowlefli^ and to educate herself.” 

The directions in which these texts point 
are interesting. The stories in which the 
heroine defies convention usually end in her 
dealth, as in “The Innocent”, a Jane Eyieian 
tale of an orphan who resists family pres¬ 
sures to marry her foster brother and runs 
away instead. “She wrote many books and 
became famous”, but dies before her biolo¬ 
gical father can find her.’* The title is 
significant, considering the stigma attach¬ 
ed to the single working women—so also, 
the woman’s death is the culmination of her 
refusal to define her identity within the 
family alone. The women who resists arrang¬ 
ed marriage and finds herself a lover dies 
on her wedding day because on the one 
hand, she cannot disobey her parents, but 
on the other, she cannot marry the man they 
have chosen becasue “an Indian wdman 
having once given herself, cannot do so 
again”.” There is also the heroic girl who 
grows into a suitably conventional woman. 
This type fltted in very well with what the 
KMV was attempting to do—produce “new” 
girls who would become better than tradi¬ 
tional women in the “womanly” virtues. 
Such a story is "Vir Devi Suvrifa” (Heroic 
Suvrita) about a girl who rescues her father 
and her lover from a lion. She is a scholar 
as well as physically the equal of a man buts 
ends up fulfilling her destiny as the prize of 
a man: “And Surendral How happy he was! 
Like a blind man who has got two eyes [by 
marrying her]”.*® 

One new area opened up is that of girls 
justifying their existence through work, not 
through motherhood alone, and becoming 
not only the pride but also the saviours of 
the nation. 

KMV AND NATIONALISM 

It is of great significance that while the 
Gurukul wing, which had sponsored the 
founding of KMV, increasingly reactionary 
in Its politics and loyalist to the British Raj. 
Lala Devraj and the KMV defined an in¬ 
dependent commitment to the cause of na¬ 
tional independence. The founders of KMV 
consistently refused to ally it with the 
government school system even though this 
meant losing the government grant and 
making do with its own severely limited 
resources. This ensured that KMV enjoyed 
much greater freedom and opportunity for 
innovation. 

Given the milieu of the times, it was in¬ 
evitable that KMV education acquired 
nationalist orientation. The prospectus from 
the very beginning had m^e h clear that 
only khadi iras to be worn at the school and 
no foreign manufactured goods were to be 
used by the hostel inmates.*' As early as 
November 1901, Panchal Pandlta carried a 
note on “Swadesh ViMtu Prachar” (popular¬ 
ising indigenously produced goods).*’ 

There was a Charkha Mandir (femiile of 
the spinning wheel) on the premises where 
the girls learned to spin as an intend part 
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of the cumculum.*^ This was obviously in 
response to Gandhi’s call to women for 
Swadeshi in the twenties. The prospectus 
also states that "ail girls are treated alike and 
no caste restnctions are observed.** During 
the 190S Swadeshi movement. Bcmchat Pan- 
dita was in the forefront of propaganda urg¬ 
ing women to remember that with women’s 
involvement, Swadeshi would spread 
bster.** It gave regular news of how women 
in Calcutta, Dhaka and Poona had become 
active in Svnuteshi Pmchar, and eshorted the 
women of Punjab to follow suit.** The 
January 1906 issue carried a lengthy article 
on how imported goods had destro)^ local 
industry and drained the country of its 
wealth.*’ 

The national movement, by bringing 
women out from the seclusion of home into 
the mainstream of pohtical activity, inqiired 
KMV with new concepts of what women 
could do. Articles strongly advocating the 
participation of women in nationalist 
politia were a conunon feature. Women like 
Sarojini Naidu and Kamladevi Chat- 
topadhyaya were hdd up as examples for 
other women to emulate: “These women are 
the foremost among those devis (goddesses) 
who have voluntarily left their homes and 
chosen to dwell in lirisons, so as to rebuild 
the uprooted joyless homes of India.’’** 

The attempt to help women find their 
history and to point them to a future which 
was theirs to make was a radical break¬ 
through, as also the nurturing of a sense of 
identity as ’’Indian’’ and "citizens” in the 
girls, with duties wider than those in the 
family. 

Interesting also is the gradual transition 
from the older role of women as supportive 
homemakers to the newer one of women as 
participants in the struggle Several stories 
idealise the wife mother or sitter who keeps 
the home fires burning while the male fights 
heroically or languishes in prison. The 
woman is shown as willingly sacrificing her 
loved one for the country. In many stones, 
her patriotism is at second remove em¬ 
bodied in the male and encroaches on her 
life only through passive deprivation. Her 
role as defined in the family remains un¬ 
touched. the “men must work and women 
must weep” syndrome persists with the 
men's work «tended to iiKlude commitment 
to a cause and the weeping altered only in¬ 
sofar as the necessity to weep is now teen 
as not only painful but alto glorious. This 
is exemplified m a story where the sister 
misses her brother on Raksha Bandhan 
(brothers' festival) day since he is in prison, 
but he IS released just in time for her to be 
^le to tie the rakAi—he is not only her pro¬ 
tector but also the protector of the nation.** 

A poon "Bharat Vilas” (the prosperity of 
India) makes clear the link betvwen women’s 
cause and the national cause. It puts fwth 
the view that the condition of India can best 
be uplifted by spreading women’s educa¬ 
tion.*® 


This nationalism is noticeably fiee from 
chauvinist overtones and is in fact imbued 
with a healthy respect for other cultures, as 
is also evident from Panchal Pandita news 
smppets which range fiom comments on the 
Russo-Japanese war to the latest achieve¬ 
ments of women in the field of education 
in Ireland to a note about a women in USA 
who had become a bairister, to the situation 
of women in Korea and prditical articles in 
laivni Sakha which include -x ver> positive 
vision of Communism and another of 
Ga.idhism.*' 

In one eassay, the author narrates "the 
amazing courage of a woman” in saving a 
drowmng person while he, the author, was 
too bewildered to act. He goes on to hold 
up this woman as a model for KMV girls. 
India is compared to a drowning person. 
While the men of India are idle and demora- 
lised. It is for the women to act—they alone 
can save the country.** No opportunity is 
missed to drive home this lesson—several 
stories depict the woman saving her stupe¬ 
fied male relatives from danger, and the 
parallel between the home in danger and the 
country in dire straits is either explicitly or 
imphcitly drawn.** 

When the national movement was in 
ascendance, as in 1905 or in the early 1920s, 
the earlier Ved Prachar gave way to na 
tionalist propaganda. In 1905-06, the prayer 
that regidarly appeared on the first page of 
Panchal Pandita was replaced by the famous 
Vande Matram. The content of the prayers 
too underwent a qualitative change. There 
were fewer coventional pleas for the instilling 
of “virtues” in KMV girts, and more prayers 
for the weliare of the nation, particulvly for 
the uplift of Indian women, the young 
devotee asking for strength to help m achiev¬ 
ing both.** 

Panchal Pandita was only reflecting what 
KMV girls were actually doing. They were 
regularly taken to the Aiuiiial Sesnons of the 
National Soaal Conference where some of 
them delivered speeches.** At the 1921 
Indian National Congress session, there were 
70 KMV students among the Congress 
women social workers. In 1920, the KMV 
girls took an active part in the Satyagraha 
movement.** In fact. KMV girls and 
teachers seem to have be«i the first women 
political workers that Punjab produced. 

In 1922-23, the KMV girls tent Lala 
Lajpat Rai a mkhi in jail at Dharamsala, 
along with some khadi garmenu that they 
had spun and woven with their own 
hands.” In 1916, Rs 150 was collected for 
the South African Satyagraha. Money was 
also collected for the Congress Relief Fund 
and to assist Japan in the Russo-Japanese 
war. The girls earned this monqr by selling 
handmade dolls, and thus the feeli^ of In¬ 
volvement was generated. They were slowly 
being made to relate themsdves to larger 
movements, larger causes—national and 
international. 

They were made to see themselves as con¬ 


tributing to the nationid cause by studytng 
seriously with the aim of educating women. 
Every little achievmnent of KMV students 
was lauded as a pacesetting one. As indeed 
it was. 

The Indian Social P^former carried 
several write ups on KMV, holding it up as 
a role model. KMV, it declued, was a pheno¬ 
menon that inspii^ all those working fm 
women’s education in different parts of the 
country, because it was more than an 
academic institution. It aspired to produce 
a new type of woman Iv its pioneering 
efforts to enlarge women’s role in social 
life.** 

When KMV girls were brought in touch 
with the nation^ movement, another field, 
that of politics, one which had hitherto been 
closed to women, was opened to them. 
National leaders who came to Puujab 
usually spoke at KMV.** The buildings, 
bowers, gardens and pathways on the cam¬ 
pus of KMV were named after prominent 
nationalist leaders.'®® The spirit of na¬ 
tionalism was m the an that the girls breath¬ 
ed at KMV, and L^a Oevraj refused to have 
this spirit vitiated. 

He resisted all pressures to accept govern¬ 
ment aid because the thought it would vitiate 
the atmosphere of "freedom” and “na¬ 
tionalism” that he assiduously cultivated. He 
preferred that his students have the right to 
sing the patriotic songs which had become 
an integral part of life at KMV, even if the 
price to be paid was that of sitting and 
studying under trees.'®' In 1930, when dur¬ 
ing the Salt Satyagraha, women for the first 
ume participated massively and actively in 
the movement, Devraj expressed his joy thus; 
“Whether India gets fre^om or not, 1 have 
got mine: I have fulfilled my life’s mission. 
My dream of seeing the Indian woman 
awakened has been realised”'®* 

Free from Regional and 
Religious CHMivi^tiSM 

From the beginning, the founders of KMV 
attempted to broadbase their education and 
keep it non-sectarian. This, in spite of their 
links with and roou in the Hindu chauvinist 
Arya Samai ideology. Lala Devraj travelled 
far and wide in the country, inspecting 
women’s institutions wanting to learn from 
and draw insinration from them. He started 
with the Victoria School in Lahore in 1895, 
and went on from there to United FTcwinccs, 
Rajputana, Ahmedabad, Baroda and Bom¬ 
bay. He was determined to pick up the bat 
from every sphere—from Christian to 
Muslim to government institutions.'®* The 
aperiment at KMV was a synthesis of aU 
thw gleanings—and much more: 

In terms of numbers, KMV did not make 
rai^ strides. It gmr slawly but steadily as 
is evident ftom the Ihble whidi riiows the 
increase in the number of students in the 
school, the hostel and the widow’s home. 

It is significant that ftom the outset, KMV 
had a widespread ^peal mudi bcynid tbe 
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provincial ftontien. The figuree for Uw 
A^uamorhostdfortheyear 1904-05 $how 
thii. There were two gfarls from Benr, two 
ftrom Rnjputana, eight from United Pro¬ 
vinces. 34 from Punjab^ six from Sindh, six 
from Frontier Provinces, and two from 
^uchlstan. By 1908-10 thm were nine girls 
Eom Baluchistan, six from the Frontier Pro¬ 
vinces, 27 from the United Provinces, one 
from south Hyderabad, six from Burma, 
three from Rajputana, two from Sindh, one 
each from Bombay, Assam and Bengal and 
98 ftom Punjab. Soon after, girls started 
coming from as fhr as Fiji and Africa.'*** 

The logic of the KMV movement had kept 
DevraJ away from the growing religious 
fanaticism of Arya Samaj activities. While 
others of the Ourukul wing were busy with 
Shuddhi campaigns and tome of them were 
participating in communal riots, Deviai was 
determined to ensure that KMV remained 
above provincialism and communalism. He 
went out of his way to enable girls from 
faraway places to join the school. For in¬ 
stance, he answered a letter to the Indian 
Social Rtformer written by a Madrasi 
gentleman, to assure him that girls from 
Madras were most welcome at KMV and 
would enjoy the same privileges as other 
girls. 103 file <»liege magazines attempted to 
integrate girls from other provinces and 
countries by publishing their writings. This 
integration would not have been difficult 
since KMV girls had been taken on tours of 
Africa, Burma, Ceylon, and had returned 
with glowing accounts of how they had been 
hailed as representatives of an awakening 
India.'*** 

In spite of the unmistakable Hindu tinge 
of the institution, it never acquired the mili¬ 
tant chauvinism of its paroit body. The con¬ 
flicting trends are evident. For instance, 
some of the Sambi office bearers who got 
involved in KMV administration, like Pandit 
Sharma, wrote long harangues on how 
Indian culture and language had gotten cor¬ 
rupted by Urdu influences. These articles 
were half-heartedly corroborated by Devraj. 
But the overwhelmingly dominant tone is 
not one of hostility, Devraj wrote extremely 
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Ashram 

Vidhwa 

Bhawan 

1891 

8 

0 

0 

1892 

55 

0 

0 

1895 

77 

5 

0 

1896 

99 

16 

0 

1897 

134 

22 

0 

1902 

138 

38 

0 

1903 

134 

60 

0 

1904 

166 

60 

0 

1906 

183 

85 

6 

1907 

203 

105 

7 

1908 

203 

105 

11 

1909 

247 

156 

18 

1910 

297 

165 

19 

1912 

362 

158 

26 


laudatory ideces on Islam in Juhid Sakha, 
and said that he had been insidied by 
reading Hazrat Mohammad's biography.'*** 
In an attempt to establish bhatchara 
(brotherhood) with a neighbouring Muslim 
girls’ school, Devraj started the practice of 
exchange of uncooked food between the 
students of the two schools on Hindu and 
Muslim festivals "** Guru Nanak’s birthday 
was celebrated aitti enthusiasm at KMV.'*** 

Cataiyst for Change 

KMV was just a girls’ school and teachers’ 
training school. It idso undertook to 
“educated women outside the institution, by 
reaching them directly or indirectly through 
prachar of various kinds. 

Right from the start, KMV addressed 
itself to the task of training teachers. By 
1910, KMV had produced 50 adhyapikas or 
female teachers who were working m dif¬ 
ferent schools alt over the province."** By 
1913-14, they numbered 86.'" Devraj’s 
message to his students was that “each one 
of our girls should become a Pathshala by 
herself so that not a single girl in this coun¬ 
try should be left iilheratci’"^ Girl students, 
when they went home for the summer vaca¬ 
tions, were encouraged not only to collect 
funds for KMV but also to take a pledge that 
they vrould educate at least two persons."* 
Many students came back to do some 
honorary teaching at KMV. The September 
1906 issue of Panchat fiandita lists 15 such 
ex-students who had vowed to devote them¬ 
selves to the service of KMV without pay."* 

While the schools at Bhadod. Ludhiana 
and Kartarpur were opened as branches of 
KMV, there were many other Samaj schools 
which had a loosely affiliative character, in¬ 
sofar as KMV prachamks had acted as 
catalysts for their formation. It was common 
for KMV students and teachers to visit 
Samajes far and near, to spread the message 
of women’s education. The issues of Panchal 
Panddtt are full of news reports about KMV 
girls having delivered lectures that inspired 
other Samajes to follow the KMV model 

Women’s Initiatives and Support 

Various Stri Samajes came into existence 
all over Punjab during this period. These 
provided valuable support for women’s 
education during its early years. Some of 
them tan their own schools and widows’ 
hemes. The few women who became regular 
Pracharikas created quite a stir in the pro¬ 
vince, and used to attract large gatherings 
of men and women wherever they went to 
lecture. Foremost amongst them was Mai 
Bhagwati whom Devraj called “our Isabella’’ 
(lefemng to the queen who financed and in¬ 
spired Columbus’ venture to the New World) 
and the “inspiring spirit behind this great 
venture”, the KMV. 

Mai Bhagwati was born in Haryana 
village, district Hoshiarpur, in the emment 
Mehta family. She was married as a child 
but displayed a strong inclination towards 


self-education. At the age of 14 the began 
to learn to write from a Pandit. Her mother 
supported her in this but the rest of the 
family fiercely opposed her. When she went 
to her in-laws’ house, she was severely 
persecuted on account of her learning. She 
was abused and her books thrown into the 
Tiie. So, at the age of 26, the returned to 
Haryana. Her brothers were very hostile to 
her but she pursued her studies and opened 
a Putn Pathshala (girl’s school) in her 
house."' 

Mai Bhagwati was one of the firtt travel- 
hng pracharikas of the Arya Samaj and, in 
her speeches as well as in her work, em¬ 
phasised the need for women’s education. 
In the early years, she stood up to a great 
deal of opposition, slander and abuses but 
later, she became a highly revered flguie in 
the Doaba. She edited the Sahayak, the (list 
Hindi magazine in Punjab which was in¬ 
tended to "propagate the idea of women’s 
education and call upon men to uplift the 
education of women”. Mai Bhagwati was to 
honoured within the Samaj that the title 
“Fellow of the Arya Samaj” was attached 
to her name as editor of the paper."* 

She was one of the initial workers and 
teachers of the KMV. She composed a 
number of bht^ans which became popular 
amongst women. When she died at Haryana 
in 189^, the Tribune paid glowing tribute to 
her, and repotted that thousands had follow. 
ed her bier and every woman in Haryana had 
contributed towaids the expenses of the last 
ntes."* 

Savitri was another woman who devoted 
her life to the cause. Widowed at the age of 
10, she was brought to KMV by Devraj in 
1894 when she was 14 years old. She proved 
to be a brilliant student. When her patron, 
Shri Hemraj, stopped her financial allow¬ 
ance, she had to discontinue her education 
and teach in a government school to earn 
a living. Five years later, when Devraj realis¬ 
ed her predicament, he again went and 
brought her to KMV and arranged a sdiolar- 
ship for her. 

Savitn was one of Oevraj’s favourite 
students. He dedicated a book to her, ex¬ 
pressing the hope that she and others like 
her would water the KMV plant. His hopes 
were fullllled when Savitri became one of 
the foremost workers, speakers and fund¬ 
raisers of KMV. Sarojini Naidu is suntosed 
to have acknowledged that she was inspired 
to take to public speaking after having heard 
Savitri speak. 

In 1913, Savitri became the first woman 
principal of KMV. It was she who, inspired 
by a visit to Karve’s Hingne Ashram, took 
the initiative to establish the widows’ home 
at KMV She was appointed its first 
manager. She served as assistant editor of 
Panchal Pandita and wrote regularly in it. 
She also published a book "Indrtya Damaif’, 
(Repression of the senses). She introduced 
the practice of bestowing the Idqnopvita 
(holy thread worn by boys as initiation into 
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the scholarly life) on the KMV girls. 

After her untimely death at die age of 35, 
she was remembered as an important role 
model for KMV girls. Hct death anniversary 
was commemorated every year. The widows’ 
home and a bower in the g^en were named 
after her. Devraj regularly recalled her in the 
pages of Panchat Pandita and asked readers 
to emulate her spirit of selfless service, 
sacrifice, simplicity and devotion. 

Lajjyawati, another pioneer, came to 
KMV at the age of six. Since she was the 
youngest child in the hostel, she was treated 
with special affection by Devrai who used 
to plt^ games with her, give her pick-a-back 
rides and so on. As she grew up, she became 
an active worker of KMV. She served as a 
teacher, and later as vice principal, and prin¬ 
cipal. Slw chose not to marry and continued 
as principal of KMV throughout the decades 
foUowing Devrai’s death, until her retirement 
a few years ago. 

Fund-Raising—Self rei ianf 
Approach 

Lala Devraj believed that institutions 
which acquire a large permanent fund cease 
to require people’s help and, therefore, 
become indifferent to people's opinions. He 
wished KMV to be dependent on people’s 
spontaneous help, and was sure that support 
would be forthcoming. A scheme to enrol a 
fixed number of subscribers was drawn up 
but never hilly executed. Instead, Devraj and 
the KMV women used to go on speaking and 
fund-raising tours throughout the country 
and abroad. 

The school was started in a rented house. 
In 1903, a student, Parmeshwari, who had 
passed out with good marks, when offered 
a gift by her father, asked him to donate a 
piece of land for a building to be constructed 
for the school.'" This pattern of donations 
cune to be a common one. 

From the start, Devraj had collected 
money by touring and speaking on women’s 
education. In March 1893, the Arya Samaj. 
Jalandhar, decided to use the proceeds of its 
Atta fund for the girls’ school. This fund 
was constituted by each Srnnajist household 
giving a handful of flour every day. Some 
time later, it was decided that the proceeds 
of the Raddi fund would also be used for 
the school. Each Samaj family donated its 
old newspapers and junk to this fund. This 
generated substantial amounts of money. A 
manager used to be appointed for the Raddi 
fund."^ 

In August 1892, Devraj decided to place 
a danpatm (alms bowl) in the houses of well- 
off people. He started with the house of his 
brother, Bhakt Ram. Thus, the initial KMV 
funding depended on the goodwill of house¬ 
wives. Devraj and others also went begging 
in the stieeu and marketi^aces of Jalandhar. 
They collet’ed money and clothes.'” 

In 1893, Devraj attended the Congress ses¬ 
sion at Lahore. KMV literature was distri¬ 
buted and funds collected. In the same year 
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Devraj also toured Rawalpindi, Kbhat, 
Bannu, Dera Ismail Khan, Muzzaffargarh 
and Multan. He spoke on women’s educa¬ 
tion and raised funds. Soon, he began to take 
KMV students along with him as deputa- 
tionists on these tours. Nearby places 
like Lahore, Lyallpur and Ludhiana were 
routinely visited 

In 1908, Devraj and Savitri went to 
Karachi. Both of them spoke at Khalikdin 
Hall and collected Rs 2,000. In the same 
year, a deputation toured United Provinces. 
They collected Rs 225 from Saharanpur, 
Rs 1,447 in Agra, Rs 900 in Gwalior and 
Rs 1,800 in Akola. Savitri was among the 
first women pioneers in this work. Alone she 
toured South India and Bombay for six 
months. She spoke at 26 different places, 
distributed l,OCio KMV reports and collected 
Rs 900. Her travelling alone aroused con¬ 
siderable amazement.'^' 

In 1916, Lajjyawati and Devraj toured 
United Provinces and Calcutta. They col¬ 
lected Rs 10,000 in Calcutta, Rs 3,000 in 
Kanpur, Rs 2,000 in Allahabad. In January 
1917, Lajjyawati resolved to collect Rs 30,000 
and not to step into KMV before doing so 
She was the first woman in North India to 
take such a vow She toured intensively in 
Punjab. Devraj accompamed her most of the 
time. They visited Quetta and Karachi where 
Lajjyawati’s speeches created quite a stir. At 
the end of the year, they went to Calcutta 
where Lajjywati spoke at the Indian Social 
Conference and the Arya Samaj function. 
In January 1918, Lajjyawati fulfilled her 
vow.'” In November 1924, she started off 
on another long tour. This time^ Lakshmi 
Devi, Shaimodevi an'd Brijbala accompanied 
her. They got Rs 5,000 fsom Choudhri 
Chhotu Ram in Hissar and proceeded to 
Burma via Calcutta. They stayed 95 days in 
Burma and spoke in all the major towns.'” 

Devaki De^ and Narayani D«i were also 
amongst the indefatigable fund-raisers. In 
1929, the former vowed to collect Rs 10,000. 
At a 1928 meeting of teachers to discuss 
KMV finances, she had suggested that each 
teacher should raise enough funds to 
generate her own monthly salary as interest. 
She set out on this mission with' a bag slung 
on her shoulder and easily fulfilled her vow. 
She also worked for years as an honorary 
teacher at KMV.'” Narayani Devi vowed in 
1930 that she would eat only one me^ a day 
until she had collected Rs 11,000 which she 
managed within a year, by touring United 
Provinces, Madhya Pr^esh and Bihar. In 
1933-34 she went to Africa where she raised 
more than Rs26JXX). Shannodevi also raised 
Rs 100,000 during a tour of India, Burma 
and Africa.'” In those days, public speidc- 
ing and travelling were very much a male do¬ 
main. KMV women and girls thus broke new 
ground in this aspect of their work. 

While Lala C^rqj tried his best to 
mobilise KMV students and teachers to raise 
resources for the institution through their 
own efforts, it is significant that those who 


contributed to KMV’s funds were mostly 
men of commercial classes and castes, some 
of whom had moved into government 
employment. Since this group provided the 
financial base for women’s ^ucation in 
Punjab, it inevitably came to excercise key 
influence over the institution and also over 
the ideology of the Arya Samaj’s educa¬ 
tional eflbrt. 

The dan suchis m lists of donors regularly 
published in KMV organs and other Arya 
papns make this dear. In the February 1906 
issue, Panchai Pandita published a list of 
donors in which 12 out of 48 were women; 
in August 1906, three out of 14 and in 
December 1905, II out of 40 were women. 
The trend continued in later years. In the 
March 1933 issue of Julvid Sakha nine 
women and 29 men were listed as contri¬ 
butors in cash or kind. The July 1934 issue 
lists eight women and 24 men in the donors’ 
list. Moreover, women, on the whole, made 
smaller contributions of money in com¬ 
parison to men. More significantly the 
regular contributors were mostly wives of 
Lalas or Seths, and it is possible that, in 
many cases, husbands made donations in the 
wives’ names. Often, the women were old 
students whose fathers made donations in 
their names when they were getting married. 
It is not surprising tW women’s economic 
contributions remmned relatively small, con¬ 
sidering that not many women of this class 
are likely to have had any independent 
means of income. 

The composition of the management 
committee also shows an overall domination 
by men of the commercial classes. In the 
1932-33 annual report, there were only two 
women on the 13 member managing com¬ 
mittee. All seven office beareis were men.'” 
Most of the donors and members of the 
managing committees at different times are 
preflxed with “Lala” or “Seth”—indicating 
that they were traders or shopkeepers. This 
social and flnanciai base of KMV helped 
ensure its long-term subordination to the 
needs of men of this class for educated, 
docile daughters and wives. 

REVERSE TREND—Opposition 
FROM THE GURUKUL WINO 

The direction uken by the KMV experi¬ 
ment was not palatable to the Ounikul wing 
who began to recoil in distaste: “By no 
mews a mild opposition was offered 1^ the 
college section people. Unfortunately, the 
other wing, 1 e, the non-college section (the 
Gurukui wing) also opposed the Vidyah^ 
movement on the ground of the alleged 
greater necessity for concentrating theif at¬ 
tention and resources on Ved Prachar. Thus 
by force of adverse dreumstanoes, it was 
ly brought home to the founders (of Kh^ 
that in order to be able to maint^ a safe 
existence, the Vidyakq« must steer an 
independent coutsa It was in its earlier days 
controlled by the local Arya Samaj, and so 
in the light of experience; it avsilad of an 
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early opportunity to shake off that control. 
And hence we find that according to the 
current rules of the constitution not only 
have even non-Sanu^jists sometimes been the 
members of its controlling body, but in pur¬ 
suance of those rules there will always be 
scope for such membership which imparts 
to the controlling association a sort of all- 
India character.However, the managing 
committee continued to be overwhelmingly 
composed of representatives of different 
Samajes, the number from each depending 
on how much financial assistance it gave. 

In the mean time, the college wing, which 
had initially opposed the KMV leaders, 
began to move closer to their position. Lala 
Lajpat Rai openly admitted that he had 
made a mistake in opposing women's educa¬ 
tion. In 1919, Lala HansrAj prq>ared a 
scheme for women’s education and discussed 
it with KMV leaders. Very soon, the OAV 
wing began to open women’s colleges and 
high schools. 

Within a short time; the Ourukul faction’s 
journals began sounding the alarm. They 
had been, in any case; on the retreat from 
their earlia positions and had become much 
more conservative before the other sections 
of the Samaj followed suit. When Pancha! 
Pandita announced that English would be 
introduced as an optional subject at KMV 
the Gurukul wing opined that their “hopes 
had been shattered" and that Devraj was 
despoiling the “Dharma of Stri Shiksha 
(women’s education).'^' They saw a “very 
dangerous trend” in this: “We can’t under¬ 
stand why Lala Devraj is again and again 
raising the question of trying to make men 
and women alike Is it Stri Dharma to take 
part in political agitation?’”^* The opposi¬ 
tion continued to mount. “Militant and 
pugnacious” extremists were reminded in the 
Special Ladies’ Number bf the Vedk 
Magazine, an organ of the Gurukul wing, 
that “there is a world of difference between 
equal rights and same rights!’Women 
were destined by nature for motherhood and 
therefore; “need not be educated for a living 
or a profession” otherwise the vitality of the 
race would be lowered.While the KMV 
girls were competing successfully with boys 
in Shastri and Ptagya examinations, the 
Vedic Magazine sought to convince women 
that physiologically, psychologically, anato¬ 
mically, they were weaker than men and 
hence “women can compete with men 
neither in the intensity nor in the originality 
of intellectual work”.'^^ Different curricula 
for men and women were therefore a must 
or else the result would be "unsexed 
monstrodties” of the kind which the “pre¬ 
sent system of education has produced”. 

Active participation in public life was 
totally ruled out for women: “Even highly 
cultured women cannot, on account of their 
physiological and psychic peculiarities and 
the sdl-absorbing dudes of motherhood, be 
expected to serve thdr nation as pditicians 
and administrators .. This was around 


the time Lajjyawati had touted the country 
and succeed^ in fulfilling her vow to raise 
Rs S0,000 in a year for KMV, and women 
like Sarojini Naidu had acquired a promi¬ 
nent position on the national pobtical scene 

TTm Gurukul wingers were convinced that 
nothing could be more mischievous that the 
“notion of complete equality of men and 
women!’ Modern woman in the Wbst might 
be more “free” but was not as “womanly”. 
She had been “unsexed”. They went on to 
say that “The modern woman’s willingness 
to beat man on every point” was a dangerous 
phenomenon. It was only ’^ong the 
savages ... that the sexes are less differen¬ 
tiated!”^^ But women seemed vindictively 
determined to enslave men, against the laws 
of nature, by trying to usurp the right of 
earning a living. Women trying to be suf¬ 
fragettes and attempting to usurp the func¬ 
tion of man would spell the death of the na¬ 
tion.'’* Women in India neither “deserves 
or even less needs .. absolute liberty!’'” 
Also, she has “no distinctive, independent 
individuality in Hindu social polity. From 
her brith to her death, she is a part of 
man”Even purdah was justified on the 
grounds that it is her “seclusion, not im¬ 
prisonment”. It was argued that among the 
Rajputs, where purdah was most strictly 
observed, women enjoyed greatest freedom, 
respect and happiness. Their state could 
hardly be deplored as one of captivity.'” 

Deffnsive Baitles 

From 1933 onwards, a stiff battle had to 
be fought with various sections of the Arya 
Samaj on the question of introducing 
university examinations in English at KMV. 
The parent body tended to pull it backwards 
even when the social situation demanded the 
next step forward. Those who had set the 
process in motion knew that “we cannot 
afford to shut our eyes to a rapidly growing 
demand for university examinations 
amongst the girls The university diploma 
is how one of the qualifications of the girls 
intending to marry. It is the only support for 
those not intending to marry. Girls who wish 
to maintain themselves have so far the 
educational activities to turn to. They 
become teachers, some of them turn to 
Medicine The widows study with the sole 
object of securing employment in 
schools"'*® 

By denying recognition to the KMV’s in- 
ternid examinations and its certificates, and 
refusing employment or admission'to higher 
studies courses to those who had studied at 
KMV, the government managed to pressurise 
KMV into submitting to the loadroller of 
the official syllabus and examination system. 
This was one way in which the aperimental 
quality of KMV’s education system was 
gradually eroded. The KMV leaders knew 
that if the institution failed to respond to 
the pressures of the situation, it would 
stagnate: “It is a well known fact that the 
Education Department refiised to recognise 


our certificates for admission to JU and SV 
classes. Widows from the Vidyalaya failed 
to secure admission to Sir Ganga Ram 
Widows’ Home, where the students receive 
government scholarships. Ibachers holding 
the Vidyalaya certificates have been exduded 
Irom other Arya girls’ schools on the 
ground that the [Education] Department [of 
the government] did not recognise the cer¬ 
tificate. Is the Arya Samaj determined to 
keep their girls doof from government 
scholarships and from the teaching or the 
medical lines? Even the Gurukul at 
Kangri has not escaped the innovation of the 
modern university system without ceasmg to 
be an Arya institution in fact, the 
Gurukul is actually called a university!’'*' 

But this did not convince the opponents. 
Vituperative propaganda was launched 
against the KMV; “It started with the 
1>ibune and was carried to the columns of 
the Arya Musafir, the Prakash, the Milap, 
the Guru Ghanthai, the Vir Bharat'.’**^ It 
was argued that the “university examinations 
had an undesirable effect on *he mqral 
charactei of the examinees”. '*’ The soecific 
objection was not really to university ex¬ 
aminations perse, but to the Matriculation 
and BA examinations in particular— 
obviously, these would be the crucial steps 
toward putting women’s education on par 
with men’s education. 

KMV champions remained adamant even 
though they made minor concessions. This 
was their idea of a compromise: “In the mat¬ 
ter of university examinations, no in¬ 
ducements are held out to the students 
uking the university course. Preference is 
given to our own courses leading up to 
Snatika etamination. All our permanent 
medals and prires are for Sanskrit, Hindi, 
Dharmashiksha and other non-university 
subjects, not for English. It will be thus clear 
that the Vidyalaya holds out every 
encouragement to the girls taking the non- 
university course. But the question is 
whether the mere fact of the university 
course having been introduced in the Vidya¬ 
laya makes it non-Samajic”'** 

The change that came with this attempt 
to keep KMV in tune with the tunes was a 
many faceted one. KMV students fared well 
in most examinations. In the Matriculation 
examination of May 1938,24 girls an)eared, 
out of whom 23 passed.'*’ For the FA (in¬ 
termediate) examination in 193S, seven girls 
appeared and five passed.'** BA classes 
were started in the Golden Jubilee year of 
KMV.'*’ The students not only travelled for 
Shastrarths (religious debates) to different 
Samajes in Punjab but also participated in 
inter-college debates and national conferen¬ 
ces.'** 

However, the introduction of university 
examinations brought a certain rigidity into 
the curriculum. From this time onwards, 
KMV began slowly to lose the roleof a pace¬ 
setter. It began to make adjustments to the 
conservative demands of the commercial 
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emoog whom it had its base; at well 
at to tlw government educational system 
which was geared to learning by rote and 
reproducing the memorised material in the 
eremlnationt. Although KMV had resisted 
government funding, it was not idtle to resist 
the pressure for uniformity that the govern¬ 
ment exercised through its control over 
employment and educational institutions. 
TIm turning point in KMV’s development 
coincided with the death of Lala Devraj in 
1935. 

The Trap—Enlightened mothers 

The syllabus and content of KMV educa¬ 
tion had originated in the Arya Samai 
reaction, against both certain aspects of 
Hindu orthodoxy and the ideological and 
cultural onslaught of the Christian missions. 
The Samajists took pride in keeping their 
education free from corrupting "Western” 
influences. In the context of the colonial 
economy, this meant free from employment 
orientation. 

Though women’s education became the 
cemral issue of the Arya Samaj women’s 
reform movement, it was envisaged only as 
a means to an end. The institution had to 
be moulded to suit the specific purpose of 
women’s education: "The aim of all educa¬ 
tion besides bookleaming, is to build up 
character and efHciency. The latter includes 
the fitness of an individual to take an 
honourable place amongst his or her fellow 
beings. This is particularly so in the case of 
girls who have to adapt themselves to the en¬ 
vironments into which their marriages carry 
them. She is a householder Hrst and every¬ 
thing else afterwards. She must not only live 
but also believe and think like her husband 
before she can be happy. She must realise 
the ftituie of her children and must sym¬ 
pathise with the system of education which 
is to bring them up as bread earners in the 
modern world. How can the future mothers 
be trained in an atmosphere of contempt for 
everything modern?”'** This was the 
justification offered as late 1933-36 when 
KMV decided to introduce university ex¬ 
aminations for the women studying in the 
institutioiL 

In their views on the role of women and 
Uie purpose of women’s education, there was 
a broad consensus between the three sections 
—KMV, Gurukul and DAV wings. The views 
of Lala Hansraj (DAV) could easily have been 
put forward by spokesmen of the other two 
wings. Saying that the natural differences 
between men and women demanded dif¬ 
ferent schemes of education, he went on: 
"Women exist to make a heaven of this 
earth, and if the education they receive does 
not help them to make a heaven of their 
homes, it stands self condemned. Fortunate¬ 
ly, we have not to face the same difficulties 
here as confront us in the case of boys. We 
can try independent experiments here and 
evolve our own universities” 

The “difficulties” faced in the case of boys 
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that fie refers to lay in the contradiction bet¬ 
ween the desire to impart traditional Vedic 
education and the unavoidable necessity to 
prepare boys for government examinations 
and government employment. No such dif¬ 
ficulty presented itself in the ca.se of girls. 
While, on the one hand, this left the field 
open for creative experiment and an educa¬ 
tion more in tune with the environment and 
the needs of the students, it was also a 
serious obstacle to equipping girls for 
employment. It cut them off from whatever 
meagre opportunity might have existed to 
penetrate the citadel of clerical employment, 
and further isolated them in the separate 
female space, with their own language, own 
concerns and own ideology. In fact, it tended 
to confine them with in the utopian vision 
of a Vedic past forever vanished, while their 
menfolk were making adjustments to the 
realities of colonial life. 

Even the teachers’ training course a* KMV 
was seen not so much as a way of opening 
employment opportunities to women. 
Ibaching was seen more as a mission than 
a job. This partly explains the continuing 
shortage of f^emale teachers documented in 
Education Department Reports as late as the 
second decade of the twentieth century. 

KMV education soon became an added 
qualification in the urban middle class mar¬ 
riage market. The issues of Saddharnta 
Pmchamk carried regular advertisements 
listing, among other desired characteristics, 
KMV education as a qualification for 
the young brides offered and sought in 
marriage 

WOMEN’S Self-View 

The writings by women in various Arya 
Samaj magazines show the internalisation 
by them of the model imposed upon them. 
The self-view of women which emerges 
is a carefully tailored one, and though it 
represents an advance over the earlier situa¬ 
tion, wherein this class of women were kept 
in veiled ignorance and servitude, it by no 
means signifies a radical deiihrture. 

The prose tracts written by the women of 
the Stfi Samaj, which addressed themselves 
directly to the social oppression of women 
and csdled for their uplift, are more in the 
nature of appeals to men to give them a 
chance to become enlightened life partners 
than demands for women’s rights. “Pativrat 
Dharma”, a pamphlet by a young woman, 
tells the reader that the depressed condition 
of women is the “fruit of their adharmif' 
because women have forsaken lA^tidharma 
(duty towards husband). Even when she 
advocates education for women, an “emi¬ 
nent woman educationist” insists that what 
is needed is a “womanly education for 
women.” Another woman, writing in 
Saddharma Pmchamk, assures her readers 
that when women ask for education, it is not 
because they want to go astray and take up 
jobs. Woman is the atdhangini (complemen¬ 
tary half) of man and therefore should not 


be left completely ignorant. It is in the in¬ 
terest of men not to neglect their ’lother 
halves” otherwise their children, in whose 
education mothers have a crucial role, will 
suffer.'*' 

Panchal Pandita and Jutvld Sakha, the 
two organs of KMV, offer additional ex¬ 
amples of women’s access to media of ex¬ 
pression during the period. Panchal PandUta 
professed, on its title page, to be "solely 
devoted to the interests of Indian women” 
yet women found in it a very inadequate 
voice, lb uke % random sample. In the 
November 1909 issue, there are 11 pieces 
tanging from short stories to KMV news 
items to information on women’s employ¬ 
ment in Japan. Out of these, only two are 
written by women. In the December 1912 
issue, only one out of 10 pieces is written 
by a woman. This trend continues into the 
1930s in the Julvid Sakha. Most of the pieces 
written by women turn out to be class assign¬ 
ments and essays written by the students of 
KMV. Hence, they tend to be on well-worn 
themes like the duties of good students 
or descriptions of excursions and functions. 
There art interesting reports of fund-raising 
tours such as Narayani Devi’s account of her 
visit to Africa, serialised in Julvid Sakha of 
1933. But the serious and consistent effort 
behind the magazines, the policy guiding 
them, was not in the hands of women. 

In handling women’s issues, KMV and the 
Samaj left certain crucial issues untouched. 
In the various discussions of the husband- 
wife relationship, the emphasis is on "love”, 
“tolerance^’, “faithfulness”—the wife being 
expected to embody these virtues and win 
her husband’s heart with her charms and ac¬ 
complishments. But the questions of con¬ 
trol over income, decision making and the 
possibility of conflict are never raised. The 
underlying implication is that though the 
couple should discuss household affairs 
together, the wife should, in the final 
analysis, gracefully ^ve way to her husband. 

The question of the woman having a say 
as to whether or not she will marry mid 
whom she will marry, is tentatively raised 
through stories. Marriages by choice are, 
however, seldom allowed to talu place in de- 
flance of the parents’ wishes, The ideological 
stand on the question of choice is made 
pitifully clear in the Julvid Sakha of 
November 1932: "Mrs Sushila Devi, by the 
grace of God has done well in both the 
Vidyalaya tenth class exam and the Puqjab 
University Matriculation exam.- She was 
married this July. Though she was very 
anxious and eager to study further, she had 
to bow before the wish of her pH/ya [worthy 
to be worshipped] parents!’'*^ 

The inevitable logic of the ambiguity in¬ 
herent from the start in Samaj thinking was 
that the early fervour for women’s educa¬ 
tion, which, as we have seen, had met with 
opposition, gave way to a conventional 
acceptance EducMion was not a radi^ 
departure but rather a desirable asget for a 
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bride. During the same period, the KMV 
organ, from being a popularly read 
magazine with a wide cueulation amongst 
pro-reform groups, came gradually to resem¬ 
ble any other cidlege magazine. Ibday 
known as Divya, it contains small pieces 
written by the girls and reports on college 
events It does not even glance beyond the 
Vidyalaya walls The domesticating features 
of the earlier Panchal Pandita and Juhid 
Sakha are, however, pieserved-receipts for 
butter-scotch carry on the trend set by em 
broidery patterns and advertisements for 
face cream m the earlier magazines. Dtvay 
is indeed a far cry from Panchal Pandita 
with Its sweep of vision that took in the suf¬ 
fragette movement and the South East Asian 
political situation This change is a mirror 
of the change which came over the institu¬ 
tion and the movement as a whole, not so 
much a regressive change as a stultification 
implicit in the character of the movement 
from the very beginning 

Backward Moving Movement the 
Present Time 

Even in the first flush of enthusiasm, the 
reformers constantly assured themselves and 
others that they would only “cleanse” the 
worst excesses generated within the social 
structure, and not touch the structure itself 
Hence the tendency to withdraw from the 
questions they raised, and beat a hasty and 
alarmed retreat when the movement seemed 
to be moving out of narrow confines Col¬ 
leges and schools like KMV seem to be 
creating newer forms of institutionalisation 
of women’s unfreedom 

For instance, Kanya Ashram, the girls’ 
hostel at KMV, open^ by Lala Devraj, was 
originally meant as an institution which 
would allow girls to step out of societal con 
straints and would provide them with a freer 
atmosphere for learning and self develop 
ment The same Kanya Ashram today is a 
virtual prison The rules and regulations 
restricting freedom of movement remain 
almost unchanged since the 1920s Curls can¬ 
not step out of the gate without the written 
permission of their parents, even if the 
parents happen to be in a foreign country 
When they do step out, they must be accom 
panied by the approved local guardian 

The prospectus for 1978-79 states “All the 
letters, packages, telegrams to students must 
pass through the hands of the Principal and 
may be opened by her at her discretion or 
by any othei person authorised by her 
Fluents and guardians are advised not to 
send any registered letters or parcels to the 
students” Only those visitors are pemutted 
to see the girls whose photographs have been 
submitted to the warden by the parents as 
“approved vuitors”. The few facilities 
available to the students are kept lodced Hie 
tdeviuon set is switched on only when the 
warden pleases, and may be switched off 
whatever she chooses, even m the middle of 
a programme. The girls are locked into the 


hostel compound after college hours and are 
not even allowed into the college garden 
Disaphnary action has been taken against 
students for visiting each others’ rooms after 
the bell rings at 9 pm for solitary study” 

The repression and resultmg moibidity in 
side the four walls of this ‘Mucational” in 
stitution are such that an arranged marriage 
and an oppressive joint family set up seem 
like blissful escape to most of the girls 

Swami Dayanand, the founder of the 
Arya Sama], took for granted that “nature’* 
had determined different roles for men and 
women m society The social position of men 
and women was not seen as a social crea 
tion Later, Arya tiamajists used this notion 
as a major ideological weapon to halt 
women’s freedom at whatever point they 
found convenient 

However, women’s status was altered 
within the fanuly and the Arya Samaj helped 
combat urban middle class prejudices 
against women’s education While it did not 
address itself to some of the fundamental 
issues concerning women’s freedom, it 
created certain preconditions for alleviation 
of some of the more crippling aspects of 
their oppression 

Most of the issues taken up by the Samaj 
related to a reorganisation of family struc¬ 
ture among the urban middle classes and 
removal of some of the more glaring abuses 
Despite the initial enthusiasm m breaking 
down several traditional barriers, the move¬ 
ment hinged on the theme that women’s 
main sphere of activity is the home because 
of a “natural” division of labour They 
sought with a new vigour to convince women 
that “Pati Sewa [service of husband] is a 
woman’s Dharma, not her slavery” 

In fact, in some ways, it can be said that 
the Arya Samaj movement was intended to 
“reform” women rather than to reform the 
social conditions which oppressed them 
Women were to be educated into becoming 
more suitable wives and mothers to l\^tern- 
educated men Even so, before indepen 
dence, KMV’s contact with the freedom 
struggle kept alive some of the earlier urges 
After independence, KMV has rapidly 
detenorated into an institution mamtaimng 
a very repressive status quoist culture and 
has bkome like any other provincial college 
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Kadambini and the Bhadralok 

Early Debates over Women’s Education in Bengal 

Malavika Karldur 

Debates over women's education in Bengal in the 1860s were broadly divided along the following lines: radical 
Brahmos felt that there was no justification for instituting a separate curriculum for girls or limiting the level 
to which girls should be educated; mainstream Brahmos and the more enlightened sections of the Hindus ad¬ 
vocated a limited education for girls which would serve the major purpose of making women intelligent compa¬ 
nions for the emergent bhadralok and better mothers for the next generation. The education of women, it was 
argued, involved a very different set of values from the rationale, for instance, behind agitating for home rule 
and, later, legislative representation, jf women were excessively liberated there was no guarantee that they would 
either accept the moral straitjacket imposed on them or the sexual double standards allowed for men. These sub¬ 
conscious insecurities took a hysterical form occasionally as in the response to the educational and later profes¬ 
sional successes of Kadambini, the first Indian woman doctor. 


AFTER the middle of the nineteenth cen¬ 
tury. the access of Bengali girls' to educa¬ 
tion and consequent changes in their roles 
both within the family as well as In the out¬ 
side world became an area of considerable 
debate It involved dyed-in-the wool conser¬ 
vatives, members of the reformist Brahmo 
Samaj,' housewives resistant to change as 
well as those women exposed to education 
in some form. By and large, the views set 
forth were faithful reflections of those 
prevailing in contemporary Britain where 
there was growing discussion on suitable 
kinds of education for girls. The influence 
of the physical and biological sciences, and 
m particular, that of Charles Darwin, led to 
debates on differences in the capabilities of 
the two sexes. Articles appeared on the size 
of men’s and women’s crania, the site of the 
brain and so on; clearly, the signiflcance of 
such differences was to show that women’s 
physical attnbutes resulted in their intellec- 
tu^ inferiority to men. A second concern 
was expressed with the ability of women to 
perform successfully their primary respon¬ 
sibility, namely that of bearing and of 
rearing children: if too much study resulted 
in the using up of much-needed energy, it 
was clearly to be avoided. As we shall see, 
educated Westermsed Indians at the begin¬ 
ning of this century were greatly concerned 
with the impact of exaimnations on women. 
Thirdly, it was assumed that men’s charact¬ 
eristics were more variable than those of 
women; accordingly, they had a wider range 
of aptitudes.^ 

As more and mote young Indians moved 
into l^tem-type schools, an influential 
body of opinion cautioned against the gran- 
ung of equal education to boys and to girls. 
A couple of decades earlier, in 1822, various 
superstitions regarding women and educa¬ 
tion including the strongly prevalent view 
that widowhood would surely follow if girls 
touched books, had been rebutted by Bandit 
Gounnohan Vidyalankar in his “Stti Siksha- 
vidhayak” (“Dlr^ves for Women's Educa¬ 
tion”). This book, parts of which were in¬ 
corporated into the curriculum of girts’ 


schools, cited instances of early participa¬ 
tion of women in education Much of the 
material from Sanskrit texts was suppbed by 
Raja Radhakanta Deb who was later to be 
instrumental in the establishment of a school 
for girls. Nonetheless, though newspapers, 
magazines and journals increasingly carried 
articles on women’s education, the issue af¬ 
fected only a tiny fraction of Bengali society, 
the newly emergent middle classes or 
bhadralok, the ‘gentle folk’ eager to improve 
their life chances.' Consisting mainly of the 
Brahmin, Baidya and Kayastha castes, and 
later, members of the Brahmo Samaj, the 
bhadralok were by no means an internally 
cohesive or homogeneous category. Sharp 
cleavages in opinion were, for instance, 
brought out in the approach to what femlm- 
nity should mean. While the m^ority did 
not consider any form of instruction as be¬ 
ing necessary for the woman who had to 
cope with a changing world, a number of 
families started encouraging the teaching of 
girls within the home, while by the middle 
of the century, a handftil of the more com¬ 
mitted sent their daughters to school. 

The establishment of women’s educauonal 
institutions as well the spread of home or 
zenana instruction either by male guardians 
or employed women tutors shared the 
spcclflc yet limited goal of making women 
intelligent companions for the emergent 
bhadralok and better mothers for the next 
generation. Education had the dual aim ot 
reinforcing the conventional home-oriented 
stereotype of girls and of traming them to 
keep up with the changing ncieds of the 
times. In fact, the bhadramahtla (gentle 
woman) was, in most senses, modelled on 
the Victorian prototype of the genteel middle 
class woman. 

Thus, the historical roots of prejudice 
against the expansion of women's ^ucation 
in certain areas lay in a basic conviction 
that there was something special about a 
woman’s nature, which would be destroyed 
by excessive exposure to education. Fhe 
rudiments of n^ng, writing and a little 
aiithmedc, hygiene, needlework, embroidery 


and, in Bengal, the vernacular as well as 
English, were regarded as being more than 
adequate for them. While concern about the 
differentness of women resulted in much 
public debate on syllabi, text books and the 
place where girls should be educated,^ it 
also successfully concealed the fact that 
there was considerable ambivalence with 
respect to the entire issue; the education of 
one’s own womenfolk involved a very dif¬ 
ferent set of values flom fhe rationale; for 
instance; behind agitating for home rule and 
later, legislative representation. There was no 
guarantee that if excessively liberated, 
women would accept either the moral strait- 
jacket imposed on them or the sexual dou¬ 
ble standard allowed for men. When such 
subconscious insecurities surfaced, they took 
a hysterical and almost vituperative form as 
we shall see below in the response to the 
marriage and lives of social reformer 
Dwarakanath Ganguly and his remarkable 
wife, Kadambini. 

Between the years 1863 and 1890, the 
number of girls’ schools had gone up from 
95 to 2238 and the number of school-going 
girls from 2,486 to 78,865.’ The majority 
were primary school students. Clearly, a cer¬ 
tain amount of deliberation in many homes 
lay behind this expansion. By and large; 
opinion on the education of girls was 
divided along the following lines; while 
Dwarakanath Ganguly, Sivanath Sastri and 
other radical Brahmos felt that as both men 
and women should have equal chances in 
life, there was no justification for the study 
of separate subjects or limits to the levd to 
which girls should be educated, mainstream 
Brahmos led by Keshub Chandra Sen and 
Umesh Chandra Datta, editor of the influen¬ 
tial Bamabodhml Patrlka, (journal for the 
enlightenmemt of women) as well as a sec¬ 
tion of more enlightened Hindus were ad¬ 
vocates of limited education for girb, with 
a separate curriculum. On the other hand, 
conservative Hindus, most of whom were 
not prepared to go beyond a modicum of 
zenana education, were greatly concerned 
with the harmful affects of education, which 
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’’ titey Mt would make women negligent of 
’’ tlwir families and lax in housekeeping.* 

In the early 1860s, the BamabodMni 
Pahika (which was founded by the followers 
of Sen) had started a scheme of education 
for girls and women through correspon* 

. dence, known as antahpw shiksha (home 
education). As a feasible alternative to a few 
years of schooling in a formal institution, 
this course provided the opportunity for girls 
to continue with learning even after they 
were married Zenana education through the 
columns of the Bamabodhim Mrika as wdl 
. as from home tutors continued to be a 
popular method of educating girls for 
sewral years. In addition, there was con¬ 
siderable expansion in the number of girls’ 
schools, due largely to the misstonanes. By 
the beginning of the 1840s however, there 
was a growing feeling among the bhadralok 
that they should take some initiative in the 
matter. Accordingly, a proposal which was 
put before the Council of Education was 
supported by its President, JED Bethune 
who felt that it was time for Indian par¬ 
ticipation in women's education. On May 7, 
1849, with funds collected from leading 
aamindars, the Bethune School was started 
in Calcutta. Fifteen days later, Radhakanta 
Deb began a giris’ school in his home in 
North Calcutta, and Ishwarchandra Vidya- 
sagar, who was Secretary of the Bethune 
School as well as Special Inspector of 
Schools esublished in 1837-8, a number of 
model schools for girls in four districts.^ 

It was in this environment then that 
Dwarakanath Ganguly, a public spirited 
young man from East Bengal started work¬ 
ing against female oppression. Born in a 
high status Brahmin family of Befarampur, 
Dwarakanath reacted early to the practice 
of polygamy within hit kinship group. 
When, in 1869, he moved to Calcutta, and 
started the journal Abahbandhab (Friend 
of the Weak), his opposition to the domi¬ 
nant attitude towards women had become 
a strong public conviction with him. His 
journal which was dedicated to the right of 
women to live as human brings recorded in 
detail the agonies of those subjected to in¬ 
dignities of various kinds. Though he was 
attracted to the Brahmo Samaj of Keshub 
Chandra Sen, and had become a Brahmo in 
1870, it was not long before Ovrarakanath 
and some of his associates such as Durga 
Mohan Das, Sivanath Sastri and Mono- 
mohan Ghosh joined issue with Sen over the 
question of why women could not sit with 
men during the Brahmo religious service 
Sen’s expressed disapproval of women sit¬ 
ting outside the purdah area or the area of 
female seclusion, behind a curtain, in male 
company was part of a wider ideological 
framework: he believed that the ideas of 
Ganguly and his friends on women’s educa¬ 
tion would "Wtscx” women, and on the 


whole, their views on female emancipation 
were potentially “frau^t with grave danger". 

Nonetheless, Sen was keenly interested in 
a certain kind of women’s education where 
he strongly advocated separate syllabi. Girb 
were not to be exposed to science or to 
mathematics.* Despite criticisms of the 
radical exponents of women's emancipation, 
Keshub Sen’s views were more representative 
of the thinking of his times, in fact, the 
Hindu fundamentalists balked at granting 
even a modicum of what he had in mind for 
Brahmo women. 

After bis return from England in 1870, 
Keshub Sen started the Indian Reform Asso¬ 
ciation with an attached ladies' school. 
However his views on women’s roles and 
their education did not satisfy the radicals 
within the Brahmo Samaj: Sivanath Sastri, 
who was to later break away from Sen’s 
group, commented that not only was Keshub 
against higher education for women, but he 
also “objected to teaching them for instance 
Mathematics, Philosophy and Sciences’’.* 
In 1874, Dwarakanath Ganguly together 
with Sastri, Durga Mohan Das, Annada 
Charan Khastigir and others established a 
faction called the Samadarshi Dal; this was 
to be the nucleus of the Sadharan Brahmo 
Samaj which was formed in 1878 

One of the major concerns of the new 
group was on how to socialise women for 
a life outside the zenana or women’s residen¬ 
tial quarters. Not unexpectedly, education 
was accorded pride of place in their strate¬ 
gies for them, and particularly for Ganguly, 
the kind of educauon to be imparted to girls 
was to be no different from that given to 
boys. One of the tirst steps of the Dal was 
to establish the Hindu Mohila Vidyalaya in 
collaboration with the visiting Unitarian, 
Annette Akroyd. This school, which started 
with five students, and its successor, the 
Bangiya Mohila Vidyalaya played important 
roles in Ganguly’s crusade for women’s 
emancipation. With single-minded devotion, 
he took on their entire organisation, even to 
the extent of sweeping and cleaning up after 
a full day's work.'* The basic philosophy of 
the schools was to give its students access 
to the same kind of knowledge as was avail¬ 
able for boys. Ganguly argued convincingly 
in support of his educational practices at a 
time when Victorian England was still grap¬ 
pling with the issue of the right kind 
of education for girls. Writing in 1879, 
Dwarakanath pointed out that 
It IS certainly necessary to have a rough idea 
of geograpl^. But older women m the family 
can gam such knowledge from a map in three 
or four days. I don’t tee much pt^tjn the 
present pmctioe of spending much energy on 
learning geography. Nor do I tee the validity 
of teaching thote who do not know the 
specific position of their own blood vessels 
the names of the various rivets lepanting the 


boundaries of uninhabited Siberia. Rather 

than leanting the nae geographic details of 

various countries, it would be worthwhile to 

examine whether or not it it more relevant 

to have a basic knowledge of Physiology." 

Dissatisfied with the existing Bengali text 
books for Mathematics, Geognqshy and 
Health Sdence, Ganguly wrote alternative 
tracts for his students. Among others these 
included the daughters of many eminent 
members of the newly formed Sadharan 
Brahmo Samaj. Durga Mohan Das’ daugh¬ 
ter, Sarala, Monomohan Ghosh’s sister, 
Binodmoni, Acharya Jagdish Bosris sister, 
Swarnaprabha as well as Kadambini Basu 
(a cousin of Monomohan Ghosh and fatter 
Dwarakaruith’s wife) were beneficiaries of an 
educational system based on the belief that 
women had every right to the same know¬ 
ledge as men. However, Dwarakanath was 
well aware of the fact that his students could 
be accused of bang anti-national as they and 
their families had rejected many traditional 
values; in anticipation of such a charge, 
Ganguly composed a book of patriotic 
songs—the first of its kind—to be used in 
his school.'^ 

As a result of Ganguly’s efforts, Sarala 
Das and Kadambini Basu were deemed fit 
in 1877, to sit for the entrance examination 
for Calcutta University at a time when no 
leading British University had opened its 
doors to women; Dwarakanath was par¬ 
ticularly fortunate in having to deal with Sir 
Arthur Hobhouse, a Vice-Chancellor who 
was sympathetic to women's education. The 
two ^rls were given permission to try for 
university entrance after having passed a 
preliminary examination. While it was 
decided that there was to be no difference 
in either the examination syllabus or in the 
books to be studied, a separate examination 
centre was set up. Kadambini passed the en¬ 
trance examination in the second division, 
but Sarala’s marriage took her out of the 
stream of formal education even before she 
could sit for the test. In 1879, the Vice- 
C^hancellor at a meeting of the Smte of the 
University of Calcutta commented on “the 
young lady’’ (Kadambini) who had passed 
“the entrance examination wkh great cnxht’’; 
she had not only obtained “very high marks 
in Bengali, tolerable marks in history and 
even in exact science—a subject which is not 
usually considered to be congenial to the 
female intellect’—but missed her first divi¬ 
sion by only one mark.'* 

Kadambini: First woman Doctor 

In 1882, Kadambini, and Chadramukhi 
Basu, a Bengali Christian from the United 
Provinces became tiie dm women graduates 
of Calcutta University when drey finished 
thrir BAs from Bethune CoUegn KadamMhi 
now decided to study mediefaw at the 
University, where only a sim^ BA depee 
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wu adequate for admiiiion to tlw coune 
Somewhat rductantly, the Uniwenity autho¬ 
rities gave admission to her. Shortly after 
entering medical college in 1883 Kadiunbini 
married Ganguly, by now a thirty-nine year 
old widower. Owanfcanath had been her 
teachei; and dearly the two had become very 
dose during Kadimbini’s later Khool years; 
Ohulam Murshid who has done considenible 
work on this period, reports that “Dwara- 
kanath’s friends such as Sibnath Shastri, 
Umesh Chandm Dam and Ananda Mohan 
Bose strongly disapproved of this marriage 
and refused to attend the wedding 
ceremony'’.'* Further, it was significant that 
the Baiuabodhini fiatrika which usually car¬ 
ried news on Brahmo marriages, ma^ no 
mention of this interesting match. At the 
time of thdr marriaga Kadamblni was only 
21 years oM; Dwarakanath's daughter by his 
first marriage was a few years younger. 
While age difference may have been one 
reason for disapproval, it is also possible that 
Ganguly’s co-workers fdt that Kadambini’s 
vision may have been clouded by the in¬ 
fluence of her mentor. Nonetheless, the nsar- 
riage was apparently an extremely successful 
one; based as it was on a sense of equality 
and meaningful companionship. Both these 
qualities were not common in Nineteenth 
Century marital rdationships.'^ 

Though Kadamblni passed in ail the writ¬ 
ten papers for the Hnal medical examination, 
she failed in one essential component of the 
precticals. Instead of the MB dqree, she was 
awarded in 1886 a GBMC (Graduate of 
Bengal Medical College), which nonetheless 
gave her the right to practice.'* She thus 
became the first Indian woman doctor. 
Earlier, in 1884, the government had an¬ 
nounced a scholarship of Rs 20 a month for 
women medical students. This entitled 
Kadamblni to the stipend from the time she 
had taken up her medical education. In 1888, 
Kadambini was appointed a doctor at the 
Lady Duffefin Women’s Hospital on a 
monthly salary of three hundred rupees. By 
this time; she bad also established a lucrative 
private practice and her patients included 
women of the Nepalese royal family. The 
Queen Mother of Nepal loadpd her with 
gifts including a small hill pony. This pony 
provided hours of amusement for her 
children and step-grandchildren, to whom 
she was at times a remote and busy figure: 
in an essoitially conservativt; purdah society, 
where nonetheless there was a growing 
awareness of the need for professional help 
to women before and during childbirth, a 
competent woman doctor was much in 
demand. Kadambini had a separate clinic- 
cum-study in the house, equipped with, 
among other things, a human skeleton.'^ 
Despite her professional commitments, 
Kadambini took time off to run the house 


and supervise the cooking of meals which 
inclutM a special menu for her husband’s 
older sister who had remained an orthodox 
Hindu. While going from one patient to 
another in her horse-drawn carriage; she oc¬ 
cupied herself by making yards of fine lace 

Soon after the formation of the Indian 
National Congress in 188S Dwarakanath 
started agitating for women’s representation 
at the annual sessions. As a consequence, the 
1889 session included six women, of whom 
one was Kadambini: she^moved a vote of 
thanks in English and was hailed by Annie 
Besant at being “a symbol that India’s 
freedom would uplift India’s woman¬ 
hood”." In Bengal Kadambini Ganguly 
was soon perceived as a threat to women 
from respectable homes. Claiming no con¬ 
cessions for her sex, she had succeeded in 
a number of examinations where she com¬ 
peted equally with men. Her achievements 
questioned the prevalent belief that women 
should not be exposed to the rigours of 
Science and Mathematics. Further, her par¬ 
ticipation in incipient natiorudist politics, the 
preserve of both Hindu and Brahmo m^, 
was a source of further concern. Fe^ng 
that, among other things, women from their 
homes may seek to emulate her, a section 
of conservative Hindu opinion launched a 
slander campaign i^ainst Kadambini. In 
1891, Bangabasi (Resident of Bengal), a 
journal of the Hindu orthodoxy, accused 
Kadambini of being a fitting—arid therefore 
despicable—example of a modern Brahmo 
woman. Though ^ then Kadambini was a 
mother of five, and a responsible housewife; 
the author of the article accused her of be¬ 
ing a whore.'* 

Not unexpectedly, Ganguly together with 
Sastri and Niiratan Sircar a well known 
Brahmo doctor, started legal aaion against 
the Journal and its editor. Shortly after¬ 
wards, the India Messenger put forth the 
views of the persecuted Brahmos, and 
among other things made the important 
point that for the critics, “maintenance of 
female virtues is incompatible with their 
sociid liberty”: if women were granted cer- 
tsun opportuiuties due to them, it was argued 
that “a vast majority of them are un¬ 
chaste”.® Ganguly felt it necessary not only 
to defend his wife; but also the point of view 
that women needed to be liberated from 
superstition and taboocs. He was suixessful, 
and the editor of the journal, Mohesh 
Chandra Pal was found guilty. He was fined 
one hundred rupees and was also sentenced 
to six months imprisonment. In 1893, an un¬ 
daunted Owarakaiwth sent Kadambini to 
Edinburgh for higher studies in medicine. 

In calling Kadambini a whore, Bangabasi 
was externalising the male fear of a com¬ 
petitive and competent woman. Her sutus 
as a wife and modier was no defence against 


the conservative stance which frit that a 
career and life outside the home threatened 
traditional notions of chastity and femini¬ 
nity. According to this position, physical 
mobility could imply weakened sot^ con¬ 
trol over a woman’s behaviour, sexual and 
otherwise In order to be socially acceptaUe; 
women could neither question established 
stereotypes, nor participate in an educational 
process leading to the emergence of alter¬ 
native role models. By all accounts, Kadam¬ 
bini was sensitive to her peculiar situation 
and took special care to spend time on her 
role as homemaker. Yet, her determination, 
independence and courage in the public 
sphere violated conventional notions of how 
a respectably married woman should behave 
Kadambini’s stay in England, her foreign 
patients as well as her later participation in 
social work and politics, detracted from the 
image of a devot^ householder. Her ability 
to combine two roles successfully failed to 
evoke any appreciation: rather, what was 
seen as relevant was that she had chosen to 
enter into a situation where fttere could be 
a conflict of interests. It was precisely the 
idea of conflict which the main body of the 
educated Bengali populace wished to avoid. 

By limiting women’s educational options 
to those subjects which stressed the creative 
and nurturant aspects of their nature, the ar¬ 
biters of opinion wished to prepare girls for 
suitable future roles: There were clear advan¬ 
tages in keeping the emotional and educa¬ 
tional development of women under strict 
familial control. Dwarakanath Ganguly’s 
wife and a handful of pioneering women 
were clearly exceptions who were unaccep¬ 
table not only to Hindus but also to the large 
bulk of Brahmos. 

Women’s Role in women’s Education 

From the third quarter of the Nineteenth 
Century onwards education became an im¬ 
portant status symbol necessary for familial 
mobility: as we shall see, controlled learning 
for girls had an increasingly significant role 
to play in the evolution of modern Bengali 
society. At the same time, by creating the 
stereotype of the well-educated yet unques¬ 
tioning and docile girl, modernising educa¬ 
tors minimised the purportedly iiberational 
potential of learning for women. Rather 
than foster equality, the educational system 
brought about a new difference between boys 
and girls, namely, the difference in access to 
the kinds and levels of knowledge. 

That women themselves were becoming 
aware of the issues involved to the extent of 
expressing themselves publicly is evident 
from a reading of the proliferating women's 
journals. There was a concern not only with 
education but also with how women, long- 
confined to the inner recesses of the home, 
^ould conduct themselves in public Jnana- 
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the wife of Satyendranath 
^Thgore, the first Indian member of the 
iilndian Civil Service; was instrumental in 
' idevising a less cumbersome way of draping 
the sari as well as for popularising the sari 
blouse. The Biahmika sari as it was called 
■'was an extremely useful innovation for the 
;jenerBtion of women coming out of purdah. 
Ihgore took an active interest in the educa¬ 
tion of his child bride in traditional skills 
as well as in what was required of women 
from upper middle class homes. 

On a number of occasions, Jnanadanan- 
dinl entertained her husband’s British col¬ 
leagues to dinner in a manner, which accor¬ 
ding to an English woman displayed “perfect 
propriety!’^' Through the zenana system, 
Satyendranath’s wife had acquired sufficient 
dexterity to conduct herself in mixed com¬ 
pany as well as to write cogently on issues 
relating to women. While she was clearly 
concerned with the position of Bengali 
Women in a changing environment, her 
articles reflected the prevalent view that 
feminine success lay in the ability to be a 
competent wife and mother.^ A few years 
later, Priyambada Bagchi, who had 
graduated from the University of Calcutta 
in 1892, wrote in Antahpur (The Home) a 
Journal for women, on the need for women's 
education to be more feminine in orienta- 
rion. Radharani Lahiri, who had been 
associated with the progressive Brahmo 
attempts of introducing enlightened educa¬ 
tion for girls, felt nonetheless that despite 
all that women learned, “housework is the 
most important!’ Further, a woman must 
“also learn child care, because nothing is 
more important to her than this!’^^ Thus, 
when Keshub Sen’s long-standing disagree¬ 
ment with certain egalitarian trends in 
women’s education culminated in his esta¬ 
blishing the Victoria College for girls, he 
received considerable support from women 
as well as from his male co-workers. In 1882, 
writing in the prospectus of the new institu¬ 
tion, Sen stressed that he had been inspired 
to undertake the venture because he fdt that 
there was a need to train girls for their 
“special duties” in life. He further pointed 
out that to give women “the same education 
and make them solicitous to earn fame and 
titles are both wrong and resulting in evil!’ 
Such an education would not only "distort 
their natures” but also make them interested 
in “the outward veneer of civilisation!’ In 
addition to the usual arts subjects, (there was 
a mention of elementary science, but not of 
mathematics) hygiene and domestic science, 
as well as painting and needlework, “the 
: ideals of Indian womanhood will be 
taught.^ 

The Mahakali Pathshala, established in 
1893, was the orthodox Hindu response to 
! wdut was viewed as excessive Wnternisation 


in girls cuucation. Its founders who were 
against the system of similar education for 
boys and tor girls wanted “to educate girls 
on strictly national lines in the hope that 
they may regenerate Hindu society!’ It 
published its own textbooks which included 
a catechism for the training of girls in keep¬ 
ing wiih Hindu precepts as well as books on 
moral science. The school soon gained enor¬ 
mously in popularity and within twenty 
years, its student body numbored over 450. 
exceeding that of any'other school for girls, 
including the by now well-established 
Bethune School.^’ Interestingly, during this 
period, there was considerable governmen¬ 
tal support for a separate curriculum for 
girls as well as for viewing their education 
in a different perspective from that of boys: 
the Education Commission of 1882 felt that 
"it ought not be taken for granted (hat in¬ 
struction which is suitable for a boy must 
necessarily be good for an Indian girl!’ 
While in literary subjects, girls could be 
taught up to 'n elementary level, “there are 
subjects of a practical kind to which girls 
might at least be introduced during their 
school course!’^ Accordingly, though there 
were no differences in the textbooks used for 
boys and for gilds in the government and 
government-aided schools, girls were en¬ 
couraged to take up needlework instead of 
“Euclid, mensuration and science”, and in 
lieu of “native accounts” they could read “a 
little poetry!'^’ 

That an increasing number of families 
were prepared to send their daughters 
to school upto the primary level that is, 
class V, is reflected in educational statistics: 
however, there is a huge drop in numbers of 
those going on to middle and secondary 
school. For instance, in the late 1890s while 
61,380 girls were studying in primary schools 
at the stage or “reading printed books”, the 
number dropped to 2,080 at the upper 
primary level, while only 230 went on to high 
school.^' A large percentage of girls at the 
primary level were enrolled in bear’s schools. 
It is also interesting to note that differences 
were reinforced from the day children 
entered school; while both boys and girls 
learned the Rs 3 played games and heard 
stories to enliven the day, “the drill of the 
boys differs from the physical exercises of 
the girls as do the games played by them!’ 
When girls studied in segregated schools, the 
content of the stories were also different. In 
1907, a revised syllabus for the infant and 
lower classes for girls added needlework and 
domestic science and omitted drill.^ 

By the beginning of the twentieth century, 
while an increaring number of girls con¬ 
tinued to go to prbnary school, their par¬ 
ticipation at the higher level was limited: at 
the same time, zenana education gained in 
popularity. There were a number of reasons 


for this uneven growth in giri’s education. 
To stert with, early marriage meant that a 
number of girls left school before the age 
of ten years. Inadequategirls’ schools as well 
as an insufficient supply of women teachers, 
in a society where female seclusion was not 
uncommon, put families under considemble 
social pressure to take thor pre-pubeital girls 
out of co-educational institutions. Further 
a general dissatisfaction with the content of 
teachii^ in schools continued. What is signi¬ 
ficant is that the demand for diflerentiation 
of curricula related not merely to the higher 
levels but to primary school as wdl. What 
underlay parental concern with the inrning 
content of their five and seven year old girls? 
Why was there so much hostility to a similar 
curriculum for boys and for girls? As we 
have seen, from the 1880s onwards, there 
were acrimonious debates in public and 
through newspapers and journals on the 
right kind of education for girls, culminating 
in the establishment of alternative institutions. 

Though men as yet did not envisage com¬ 
petition in employment nor mothers and 
future mothers-in-law harbour visions of 
rebellious girls in the home, families were 
clearly apprehensive of what the ideology of 
equal education could mean. The Review of 
Education for 1886 noted that “while the 
lessons of emancipation are being learnt, 
and stability has not yet been reached... the 
period of transition will be marked by the 
loosening of social ties, the upheaval of 
customary ways, and by prolonged and' 
severe domestic embarrassment!’ It con¬ 
tinued that this was precisely what was hap¬ 
pening in Bengal, and “Native gentlemen, 
advanced and enlightened enough in or¬ 
dinary matters” dreaded the “harrassing 
times” when “the women of the country 
begin to be educated and learnt in¬ 
dependence!’^*’ At the same time, the need 
for educated daughters could not be ignored: 
Western education had created a new bread 
of young men who apected something more 
from their prospective brides. An article en¬ 
titled “Strishiksha” (women’s education) in 
Jnanankur (seedling of knowledge), a 
journal of the 1870s pointed out that “soon 
it will be difficult to get bridegrooms for 
girls of upper and middle class Hindu 
families unless these girls are given some 
education!’ Not only were the relatives of 
college-going boys looking for brides who 
were more than literate; but also, 'b marriage 
between an educated man and an illiterate 
girl cannot be a happy one; discord and dis¬ 
agreement will naturally be the result of such 
a marriagtf’^' 

BENEFITS OF SCHOOl EDUCATION 

In Other words, there were benefits to be 
had flom giving girls a specific kind of 
education. This would b« based on a cur- 
riculinn, which perhaps through fables. 
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Stories v even moral education, would teach 
values to be cultivated by girls such as the 
joys of enlightened wom^ood obedience, 
patience; chastity together with tome basic 
learning: In several w^ tenana education 
was ideally suited for the aeation of the total 
feminine personality. By 1907, the number 
of girls officially record^ as receiving lear¬ 
ning through this system bad gone up to 
1431 as against 1200 at the end of the earlier 
quinquennium. The actual numbers may 
hseve been hlgho'. In keeping with the Educa¬ 
tion Commission’s recognition of the need 
to strengthen zenana education as a feasible 
alternative to former schools, grants were 
provided to Indian committees running such 
centres as well as to a number of peripatetic 
governesses as the home tutors were 
calied.^^ 

Thus whether through the many govern¬ 
ment supported primary schools, those run 
by private organisations or the zenana 
system, the goals of girl’s education were the 
careful training of well-tutored young 
women who would have a positive rote to 
play in changing Bengali society. While 
Western education was opening up new 
horizons for Bengali men, it was also Im¬ 
porting new values and styles of lifo Women 
were not seen as important agents of stability 
and continuance, and as bulwarks of the 
proverbial hearth and home. At the same 
time, a girl steeped in too much traditionality 
would hardly satisfy the needs of a moder¬ 
nised husband nor understand the changes 
underway. A certain degree of training for 
the new life was increasingly becoming a 
prerequisite for a girl’s eligibility as a bride. 
Interestingly enough, the BaAtabodhini 
Patrika published a number of articles en¬ 
titled St^isangini (wife companion) which 
were basically vignettes from the lives of 
women who had helped their husbands’ 
careers by providing them with a caring and 
understanding home ambience.’^ 

Even as the Bengali intelligentsia argued 
ad nauseum on the role of education for 
woman, and increasing number were opting 
for higher education for their daughters. In 
1902, of the 177 female college students in 
India, SS were from Bengal. During the 
quinquennium. 1897-1902, thirty-seven 
women students (all of whom were from 
Bethune College) graduated from Calcutta 
University as against seven students from the 
Madras presidency and one each from the 
United Provinces and Bombay.^ The suc¬ 
cessors of Kadambini, Chandramukhi, 
Kumudini Khastigir, Sar^ Ghoshal, Indira 
Ihgore and so on became teachers, doctors 
and social workm. Increasingly, women 
faced the dilemma of choosing between a 
career and respectable foatrimony or oT 
trying to combine the two rolet. However; 
it was not as though the protagonists of 


women’s higher education unreservedly ac¬ 
cepted a system of equal advantage for boys 
and for girls. At a different level, the ddiate 
on the areas in which girls shoidd specialise 
continued. This is clear if one looks at the 
evidence given to the Calcutu University 
Commission of 1917. Under the chairmant 
ship of Dr Michael Sadler, the commission 
was to look in to the functioning of Calcutta 
University as well as comment on the general 
sute of higher education in the province. A 
detiuled questionnaire, which included a 
question on women’s higher education, was 
circulated to eminent public personalities, 
lawyers, doctors and social workers. Apart 
from eliciting responses on the “peculiar dif¬ 
ficulties and needs’’ of women’s higher 
education, question 23 asked the respon¬ 
dents to specify whether their responses to 
the “needs of men and of women’’ in educa¬ 
tion were going to differ; further, it asked, 
to what extent and in which areas were “ad¬ 
ditional and special facilities’’ required for 
girls.^’ One hundred and twenty-nine 
answers to this question were recorded of 
which seven were institutional responses, ten 
were those of women and seven of non- 
Indian men. Over here, the one hundred and 
five responses of the Indian men as well as 
those of the four Indian women have been 
analysed in some detail. These will give some 
idea of the prevailing attitudes towards 
women as reflected in the views of influen¬ 
tial individuals. 

While only two men said that they were 
positively against higher education for 
women, twenty-three persons including three 
out of the four women felt that there should 
be equality in education: in fact wherever 
possible, some additional courses should be 
introduced particularly in teaching and 
medicine. That these courses were increas¬ 
ingly popular is clear from the classification 
of the five yearly reports on education which 
had only three columns for girls’ higher 
education, namely medicine; teaching and 
commerce. While in the 1917-22 period, nc 
Bengali girl offered commerce, 11 were stu¬ 
dying medicine and 13 were training to be 
teachers.^ The answers of four respondents 
to the questionnaire were inadequate for the 
present analysis, and of the rest, over 80 per 
wnt felt that women should not have equal 
access to all courses in higher education. In 
particular there was a strong objection to 
women going in for science and technology 
of any kind, which was deemed totally un¬ 
suitable for them. 

Irrespective of whether they unqualifiedly 
supported women’s higher education or ex- 
preued certain reservations, moat responses 
convey the impression that the early Tven- 
tieth Century Bengali bkadralok was more 
than aware of the need to state his position 
in this ineraasingly importaot area of discus¬ 


sion. From the answers, some of which did 
not extend beyond a couple of sentences to 
those which covered almost two pages, cer¬ 
tain views appeared to occur with a degree 
of regularity. While the argument that girls 
needed to be educated so as to make them 
better wives and mothen persisted, there was 
a growing realisation that in addition, a cer¬ 
tain formal level of education was now 
necessary; as a respondent put it candidly, 
guardians knew that if th^ wanted well- 
educated bridegrooms, they would have to 
give thdr girls “higher education at least up 
to the matriculation stage^’.’^ Nonetheless, 
there continued to be a difference of opimon 
on the right kind of education: were girls to 
have access to the same subjects, study in 
schools or even colleges or should they on¬ 
ly be confuied to zenana education? Be^th 
arguments for a separate education for girls 
lay the conviction that there were basic dif¬ 
ferences between boys and girls which educa¬ 
tion should in no way disturb. 

This conviction gathered strength as the 
more Wsternised among the bkadralok who 
had access to new trends in theories of 
human behaviour adapted these to their own 
needs: apart from Charles Darwin, who 
among other things believed that “man is 
more courageous, pugnacious and energetic 
than woman, and has more inventive 
genius”^* Havelock Ellis’ (1859-1939) views 
were much in vogue. His notion that women 
conserved energy while men were more 
catabolic or energy consuming became 
widely known. He further observed that 
women were also more responsive to psychic 
stimuli, as well as susceptible to neurosis.^’ 
While Ellis argued for equal rights for the 
sexes, he also felt that biological differences 
did lead to substantial variations in beha¬ 
viour and responses to situations. Quoting 
Ellis, P C Mahalanobis who was to -bring 
modern statistics to Independent India, felt 
that “the existing system is pressing too 
heavily on our women studentsi’* Apart 
from certain essential modifications in the 
institutions where girls studied, it was 
necessary that special provision should be 
made for “their study of the higher bran¬ 
ches of household science as well as domes¬ 
tic science!’ Another eminent Brahmo, 
Dr B C Roy, post-Independence West 
Bengal’s first Chief Minister was critical 
about the examination system- in general; 
further, a girl “with her finer susceptibilities 
and more delicate constitution’’ was more 
adversely affected and “comes out very 
badly indeedr Roy, a medical doctor of some 
repute, was against examinations for girls 
and felt that they should remain at home 
unless they could be accommodated in an 
university ’fof their own”. Fiirtbo^, they were 
to be encouraged “to undertake pr^cid 
Igssons in nursing, housekeeping, etd’^' 
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A well-known Benfali journalist, Rama- 
nanda Chatterji who edited the Modern 
Review expressed concern over the custom 
of women’s seclusion which was observed by 
Muslims as well as ^'Hindu women of the 
bhadralok class” Deprived of adequate sun¬ 
shine and air, “too much brain work” 
without “corresponding physical activity” 
could therefore be injurious to them. Scho^ 
should accordingly make the “best possible 
amngements for play and recreation as well 
as for well-ventilated classrooms."*^ 
Nonetheless, “for physiological reasons” 
girls should attend fewer lectures than boys. 
Former Vice-Chancellor of Calcutta Univer¬ 
sity, Sir Gooroo Dass Banerjee who had 
been active in nationalistic politics felt that 
while a woman’s “mental constitution” gave 
her an advantage over men, higher learning 
was to be concerned only with those subjects 
which impart “knowledge or skiU which will 
be useful to females in playing the part 
assigned to them by nature in their domestic 
and social spheres.”*^ 

Among those who argeed for equal op¬ 
portunities for women, a number felt that 
there was no need for special facilities. Ac¬ 
cording to this point of view, there was a ge¬ 
nuine requirement for expansion in certain 
areas. Writing at some length, Bimal Chan¬ 
dra Ghosh made the point that apart from 
being trained as teachers, girls needed scien- 
dflc and medical education. “For fust hand 
opinion” on issues such as those relating to 
conveyance to and from college, the con¬ 
troversy over the strain of examinations and 
so on, “women graduates should be repre¬ 
sented on the Senate and the Board of 
Studies and one at least should sit on the 
Syndicate!’** 

By the end of the first decade of the pre¬ 
sent century it was clear that the ofEcial 
education authorities had taken note of this 
general hesitancy in sending girls up for ex¬ 
aminations; The director of Public Instruc¬ 
tion for Bengal, Mr Homell commented that 
it was “a monstrous anomaly” to make girls, 
who had no interest in further education 
'Vievote the whole of their energies to prepar¬ 
ing for an examination which ignores all 
thar peculiar needs.” 

Accordingly, alternate schemes were 
thought out, but these too met with limited 
success. For instance for the quinquennium 
1912-17, there were approximately, 2,700 girls 
studying in a system geared to examinations; 
however, in 1916, only 65 girls passed the 
matriculation and of these not more than 
half went on for higher studies. In order to 
rectify this situation, it was decided to have 
only a couple of schools which would con¬ 
centrate on eouniiuitions, while aO the others 
would provide “a more fitting education” in 
which the emphasis wouid be not on final 
results but on learning needlework, cooking. 


nursing and so on. The missionary schools 
too responded favourably to the new cur¬ 
riculum; however, the experiment was a 
failure and educational au^orities ruefiilly 
concluded that “the people of Bengal seem 
to appreciate the matriculation certificate 
more than any useful practical course of 
studies”.*’ 

Clearly, the present-day obsession with 
degrees and diplomas had early roots; that 
families were increatingiy prepared to allow 
their daughters to sit for examinations was 
a response to a changing world, but was not 
necessarily an expression of a basic shift in 
notions on women’s roles. 

The minority of the Bengali bhadralok 
viewed women’s education as the veritable 
Pandora’s Box. In order to be able to cope 
with what was to emerge, it was felt prudent 
to publicise arguments on the basic dif¬ 
ferences between the sexes, women’s essen¬ 
tial needs and so on. Though each year, 
more girls were in school or participating in 
zenana education, and later, going to col¬ 
lege, their education was, as we have seen, 
a part of definite familial strategy While 
with general social change, expectations were 
modified somewhat, basic convictions re¬ 
mained unchanged. The rancour that was 
directed against Kadambini Ganguly was by 
the early Twentieth Century, camouflaged 
in more sophisticated and convincing 
arguments. What is of interest is that in 
present-day India, arguments on women’s 


roles and their relationship to education have 
not changed much from the days of those 
who initiated the early debates. 


Notes 

[This is a substantially revised portion of a 
larger paper entitled "VUDman's Nature and the 
Access to Education” presented at a seminar 
on Socialisation, Wsmen and Education at the 
Nehru Memorial Museum and Library, April 
8-11, 1985.] 

1 in 1830, Raja Ram Mohun Roy founded the 
Brahmo Sabha whose aim was, according 
to Hinduism, an authenticity quite distinct 
fiom prevaibng practices and social abuses. 
He was greatly influenced by Unitarianism 
which believed that rebgion meant rational 
worship combined with involvement m 
social leform and active work among the 
poor Roy’s campaigns against various 
oppressive practices such as sati are well 
known In 1843 Debendrenath Tbgorefpoet 
Rabindranath’s father) re-named the 
Brahmo Sabha as the Brahmo Samaj The 
first organisational sphi occurred in 1866 
between the liberals led bj Keshub Chandra 
Sen— who formed the Naba Bidhan (New 
Dispensation) Brahmo Samaj—and the 
older generauon comprising Ibgore and his 
peers The latter group now called them¬ 
selves the Adi (or Onginal) Brahmo Samaj 
Briefly, Sen and his followers were for a 
more active social reform programme, and 
felt that the organisation had become too 
obscurantist. Interestingly enough, when the 
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second split took place m 1878, almost 
sunilar chaiics were levied agamst Sen by 
the younser radicals hke Dwaiakanaih 
Oanguly One of the major points of dissent 
was over the role of women and the kind 
of education they should have access to In 
fact die history of the Brahmo Samai move* 
meat in the mneteenth century shorn great 
concern with the posuion of women 

2 A more speaflc work by Edward Clmke 
(1873) enutled “Sex In Education” dealt 
with the purported harrahil effects of leam- 
mg on repr^uction functions of women 
In ‘Sex Differences and Cogmtive Abihtics 
A Sterile Field of Enquiry’, Dorothy 
OiifTths and Esther Samga have given a 
comprehensive overview of nineteenth cen 
tury views on women’s abilities in the West 
and related this to contemporary research 
Their article is included in “Sex role 
Stereotyping” edited by Oonaga Hartnett 
el al, London, Ihvittoch Publications. 1979 

3 in his influential "Ehte Conflict m a Plural 
Society”, Bombay Oxford Umvenity Press, 
1968, page 13 onwards, J H Broomfield has 
dealt with the term bhadralok at some 
length To him, they were “the gentle folk" 
a distinct status group of the landed, pro 
fessionals and government servants Con¬ 
temporary Indian historian Rgtat Kama Ray 
feels that “it is better to look on the 
bhadralok as constituting a respectable 
society rather than a single status group, 
which implies a misleading homegeneity” 
(on p 30 of “Soaal Cbnflict and Politi^ 
Unrest in Bengal, 1875 1927”, New Ddhi, 
Oxford Umversity Press, 1984) Ray’s deflra- 
tion perhaps gives a more re^stic view of 
the situation where the bhadralok vny of 
life with Its stress on education, correct 
forms of behaviour tried, among other 
things to be distinctive from that of the 
chotolok, the “small people” or manual 
workers, small traders, shopkeepers and so 
on Though this term supposedly encom 
passed both men and women from certain 
backgrounds, recently, Meredith Borthwick 
in “The Changing Role of Women in 
Bengal, 1849-1905”, Princeton, Princeton 
University Press. 1^, has identified the 
bhadramahiias m the mothers, wives Md 
daughters of this growing social category 
In keeping with recent femuust enquiry into 
the undiscovered hves of women, she suc¬ 
ceeds extremely well in describing those of 
the bhadramahiias 

From about the thud decade of the Nine¬ 
teenth Century, sections of the bhadralok 
became actively involved m the teaching of 
their womenfolk, soon, group teaching in 
a suitable home was recognised as a feasi¬ 
ble alternative to formal schooling, which 
had as yet to take firm root By the end of 
the century, the Government of India 
started funding home tutors, and zenana or 
home education became fairly widespread 
among badmlok fhmtiies 
4 The Bangladeshi historian Chulam Mur- 
shid’s roost informative “Reluctant 
Debutante—Response of Bengah Women to 
Modernisation. 1849-1903”, Rajshahi, 
Rqjshahi University Press, 1982, providet 


cmisiderable malarial on attkttdci to women 
as well as then changing status during this 
pmod. See in paipcttlar, his Chapters n and 
IV and Borthwick’s Chapters II and III 

5 From Murshid, p 43 

6 Murshid discusses thu alutude m diapter I 
of the “Reluctant Driiutantcf' See also 
Borthwick, Chapter I for a descnption of 
emerging femimne roles In Appendu II, 
Murshid describes zenana education m full 
While a number of journals for women had 
started appearing by this time; apart from 
the more radical Abalabandhab, 
fiam^rodhim Patrlka and Tbttvabodhini 
Patnka were the most important journals 

7 The «tabbshment of the Bethune School 
IS discussed in some detail in Chapter VII 
of J C Bagal’s "Women’s Education in 
Bengal”, Calcutta, The World Press Pnvate 
Limited, 1956 

8 From Sivanath Sastri's “History of the 
Brahmo Samaj”, Vol I. Calcutta, R Chat 
terji, 1911, pp 237-8 

9 Sastri, op cit, p 239 

10 Ganguly’s crusade is desenbed in some 
detail in David KopPs “The Bmhmo Samaj 
and the Shaping of the Modern Indian 
Mmd”, New Jersey, Princeton Umversity 
Press, 1979, pp 123-8 By 1876, coilabora 
tion with Miss Akroyd had come to an end 
she appeared disillusioned with the Bengahs 
uid their method of funcuoning While 
distance m time and historical age make it 
difficult to analyse the reasons for her 
withdrawal, it is nonethelets clear that a 
part of It must have been caused by the deep 
cultural divide which separated not only 
men from women but also a woman from 
the empire from colonised men Borthwick 
discusses Akroyd’s disenchantment on the 
basis of the Akroyd-Bevendge papers as 
well as some issues of the Bamabodhmi 
Patnka 

11 TVanslated from Brajendranath Bando- 
padhyay*s “Dwarakanath Gangopadhyay”, 
Calcutta, Bangya Sahitya Panshad, 1952, 

p 16 

12 Prabhatchandra Gangopadhyay’s Banglar 
Nart-Jagaian (“Women’s Awakening in 
Bengal”), Calcutta, Sadharan Brahmo 
Samaj, 1945, pp 65-6 gives an account of 
Ganguly’s activities in his school 

13 Gangopadhyay, op cit, p 73 

14 Murshid, op cit, p 106 

15 This IS desenb^ by Kadambim’s step 
granddaughter, Punj^ta Chakravarty in 
hN memoirs, entitled, Cheyley Baylar Dm 
Gu/iC’Chilldhood Days”), Calcutta, New 
Senpt Publishers, 1936 

16 Gangopadhyay, op cit, p 88 Some held 
that It was prejudice against women 
which led the conservative examiner to fail 
Kadambim 

17 Chakravarty, op cit, pp 3-7 

18 (Quoted in Borthwick, op at, p 342 

19 Kopf, op cit, pp 125 6, Borthwick, op cit, 
pp 324-3 

20 Kopf, p 126 

21 Meredeth Borthwick desenbes the lives of 
the Ihgores in some detail in ’The Bhadra 
mahila and Changing Conjugal Relations* 
JB Michael Allen and S N Mukherjee's 


“Women m India and Nqial”, Canberra 
Australian National University, 1982 This 
is how Mary Carpenter described Jnanada- 
nanduu, quoted <m p 114 of the above book 
Surendranath and his wife’s activities are 
also described m Chitia Ddi’s "Thakurbmr 
Andar Mah^' (Calcutta, Ananda Pubh- 
shers, 1982, translated as “Withm the Andar 
Mahal of the Tigores”) 

22 Murshid, pp 59-60 

23 ibid, p 60 

24 The Bethune School and College Cente¬ 
nary Volume 1849-1949”, published by the 
college in Calcutta (no date) deals with 
Keshub Chandra Sen’s Victoria Institution, 
p 144 

23 Ibid, p 145 

26 Quoted on p 305 of the “Report of the Pro¬ 
gress of Education in India, 1897-1902”, 
Vol n 

27 Ibid, p 306 

28 Figures from p 110 of “Report of the Pro¬ 
gress of Education in India, 1897 1902”, 
Vol II 

29 From p 219 of “Report of the Progress of 
Education in India, 1907 12”, Vol I 

30 From “Review of Education in India”, 1836, 
p278 

31 Quoted on p 41 of Murshid 

32 From p 213, “Report of the Progress of 
Education in India, 1907-1912”, Vol 1 

33 Borthwick (1982), op cit, p 114 

34 From the “Progress of Education-in India, 
1877 1902”, Vbl I, p 299 

35 “Calcutta Umversity Commission Report”, 
1917 19 (Sadler Commission Report), 
CalcutU, 1919-20, Vol XIII 

36 From “Report of the Progress of Education 
in India, 1917-22”, Vol II, p 162 

37 View of Umes Chandra Haldm, p 427 of 
the Sadler Commission 

38 Cited m Mary Anne Warren’s “The Nature 
of Woman”, Califorma, Edgepress, 1980, 
p 104 

39 Op at, pp 132-4 

40 Sadler Commission, op at. p 435 

41 ibid, p 444 

42 Ibid, p 416 

43 Ibid, p 403 

44 Ibid, p 424 

45 “Report of the Progress of Education m 
India. 1912 17” Vol 1, pp 177 9 
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Production of an Official Discourse on Sati 
in Early Nineteenth Century Bengal 

Lata Maid 

Several debates arose in the nineteenth century on the status of yvomen in India in the context of determining^ 
an appropriate colonial policy on such matters as sati which were seen to mark the depressed position of women 
in society. The reform of these practices was held to be part of the regenerating mission of colonisation. The 
most sensational and the first of these debates concerned the outlawing of sati. 

The literature on sati (and on social reform) oj the period has largely adopted the framework of modernisation 
theory. The paper argues that the characterisation of the official debate as one between 'preservationists' and 
impatient westerners obscures a number of important issues. For instance, rather than argue for the outlawing 
o/sati as a cruel and barbarous act, officials in favour of abolition were at pains to illustrate that 'he abolition 
would be consonant with the principle of upholding tradition. By treating the debates on sati as a discourse and 
examining its production the article contests the conclusions on sati drawn by colonial officials 


NINETEENTH century British India was 
marked by a series of d^ates on reforming 
the status of women The Hrst, and most 
sensational public debate, was concerned 
with outlawing satr. the practice, prevalent 
predominantly among hi^ caste Hindus, of 
the immolation of widows on the funeral 
pyres of their husbands. These immolations 
were sometimes voluntary and at other times 
coerced. The ofrtcial debate centred around 
the issue of the tolerance of such a practice 
in a ‘British India’ 

The literature on salt* and more general¬ 
ly on soaal reform in the colomal penod has 
largely adopted the framework of moder¬ 
nisation theory. Reform here is conceptualis¬ 
ed as a product both of the impulse to 
‘modernise’ that supposedly charactensed 
the officials of this period and the demands 
of a small but increasingly vocal ‘westernis¬ 
ed! urban indigenous male elite. Officials 
who initiated and defended ‘progressive’ 
legislation like the abolition of salt, have 
been loosely called “Anglicists" They have 
been marked off from their “Orientalist” 
forerunners and colleagues, said to have 
been more “Hindooised” and wary of in¬ 
terventions in indigenous culture not pro¬ 
mpted by the needs of colonial rule. The 
atolition of sati in 1829 is said to signal the 
rise of Anglicists whose victory is seen to 
culminate in the great debate on English 
versus Vernacular education in the mid 
1830s.^ 

However, I will argue that a number of 
important issues are obscured in a charact¬ 
erisation of the offlaal debate on salt as one 
between ‘preservationists’ and impatient 
westernisers. Firstly, the fact that the debate 
was primarily about the feasibility rather 
than the desirabihty of abolition is overlook¬ 
ed. Secondly, that which is common in the 
. analyses of Indian society in the arguments 
of those for and against abolition remains 
hidden. Finally, I will argue the case for 
, abolition is not, in fact, elaborated on the 
grounds that such a characterisation implies. 
Bather than arguing for the outlawing of sail 
As a cruel or barbarous act, as one might 
' expect of a true ‘moderniser’, officials in 
of abolition were at pains to illustrate 


that such a move was entirely consonant 
with the principle of upholding indigenous 
tradition. Their strategy was to point to the 
questionable scnptural sanction for salt and 
to the fact thgt, for one reason or another, 
they believed its contemporary practice 
transgressed its onginal and therefore 'true' 
scriptural meaning 

I 

Diacourse as an Ideological Tool 

In this paper I have treated the debate on 
sail as a discourse. My use of the term and 
a discussion of the value of this approach 
IS presented below Briefly, however, in 
anidysing the debate as discourse, I focus on 
how knowledge about salt was produced In 
particular, 1 examine assumptions about sail, 
Indian society and colonial subjects on 
which this discourse depended and also the 
role of indigenous people in its production. 
Several interlocking assumptions informed 
this discourse. Chief among these was the 
hegemomc status accorded by colonial of¬ 
ficials to brahmanic scriptures in the organi¬ 
sation of social life. The corrollary to this 
was to assume an unquestioning submission 
of indigenous people to the dictates of scrip¬ 
ture and thus to posit an absence of con¬ 
scious individual will. Widows in particular 
are represented as having no subjectivity and 
as doubly victimised by thdr ignorance of 
the scriptures and its consequence, thdr 
reliance on brdimin pundits, the latter are 
portrayed as self-inter»ted interpreters of the 
sacred texts. As for sati itself, there is a 
repeated insistence on a scriptural sanction 
for the practice, although this claim is in¬ 
creasingly contested as the debate develops. 

Analysis of the discourse also clarifies 
how selected natives, especially brahmin 
pundits, were deeply implicated in its pro¬ 
duction, albdt in a subordinate role: As 1 
will illustrates pundits’ statements were in¬ 
terpreted and deployed in ways that produc¬ 
ed a distinctively colonial conception of 
sati.^ Examining the production of dis¬ 
course darifies what was privileged and 
what was marginalised in the process. Hius 
it becomes possible to contest the conclu¬ 
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sions about sati drawn by colonial offidals. 

This paper falls within the category of 
historical studies that is concerned with the 
contnbution of imperialism to what is 
known about colomal and ex-colonial socie¬ 
ties; with reconstituting what B S Cohn 
has called a ‘kiolonial sodology of know¬ 
ledge’’.^ Building on the work of Foucault 
on the collaboration of power/knowledge in 
the production of discourse^ and Said ^ with 
speafic reference to discourses on the Orient, 
this study begins with the premise that what 
is known about colonial and ex-colonial 
societies is itself a colonial legacy. This pro¬ 
blem is not merely confined to knowledge 
of what is designated ‘the colonial period’. 
As Romila Thapar states: “A major con¬ 
tradiction in our understanding of the entire 
Indian past is that this understandmg is 
derived from the interpretations of Indian 
history made in the last two hundred 
years!’’ Needless to say such understandings 
were forged in situations that reflect the 
vicissitudes of a ‘colonial’ representation of 
reality and the needs of colonial power. 

Acknowledgement of the complex history 
of received ideas is not new. The production 
in recent years of ‘workers' history’, ‘women’s 
history’ or ‘subaltern studies’* implies the 
partiality, even bias, of existing accounts. An 
argument for women’s history, for instance, 
IS based on the need to remedy a situation 
in which history has largely meant the 
history of men. Obviously, accounts of 
women or workers do not function only in 
an additive way but transform our under¬ 
standing of society as a whole. 

I suggest, however, that an analysis of 
discourse is a different proposition, which 
goes beyond producing indigenous’ or ‘op¬ 
positional’ accounts, whether nationalist, 
marxist or feminist. Rather, discourse 
analysis focuses on that which is stable and 
persistent in the ordering of social reality in 
each of these accounts. Thus it can point to 
assumptions shared by those who claim to 
be opposed to each other or are concep¬ 
tualised in this manner, whether nationaliits 
and o^nialists m Orkntaiists and Angliciats^ 

In a sense the term discourse as used by 
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Lbucault and Said sinular in scope to the 
Manust notion of ideology; a public, institu¬ 
tionalised set of constraints on what is 
‘truth* and ‘knowledge. Discourse is. how¬ 
ever, the more useful analytical tool: for it 
retains the dialogical processes implied by 
speech and requires at least two parties. I 
believe it is useful to speak of a 'colonial 
discourse’ on sati rather than a colonial 
ideology, precisely because knowledge about 
colonial society was produced through inter¬ 
action between colonialists—officials, 
scholars, missionaries—and certain selected 
natives. The ‘interaction’ was often ‘inter¬ 
rogation’ and always transversed by power. 
Discourse signals the back-and-forth of 
these power-laden encounters more sensitive¬ 
ly than ideology, for the latter seems to have 
gathered about it notions of rigidity and 
monological, even hegemonic, production. 
The concept of discourse also embodies the 
possibility of several simultaneous discourses. 
It makes for the analysis of missionary, of¬ 
ficial and indigenous discourses as auto¬ 
nomous although engaged with each other 
in relations of dialogue and struggle. 

In this paper I examine the production of 
an ofricial discourse on sati. A complete 
analysis of colonial discourses on salt would 
require, in addition, attention to missionary 
and indigenous discourses for both were im¬ 
portant in the debate on abolition. This essay 
represents only the beginning of such an 
enterprise. 

Such a critical reading of historical 
materials is not the province of intellectual 
history alone. Given that these discourses 
were spawned by considerations of social 
policy and informed practice, they are of 
equal concern to social historians. As for 
colonial subjects confronting the colonial 
legacy, such a critical reading offers a way 
of reinterpreting tradition, history and 
identity. 

II 

Satb A Legislative History* 

As a subject covered by criminal law, col¬ 
onial policy on sati was formulated between 
the Governor General and Council and 
Officials at various levels of the criminal 
justice system in Bengal: magistrates, police 
officials, the provincial court—Nizamat 
Adalat—and the superior court-Sadr 
Nizamat Adalat. Also iiwolved was the Privy 
Council at the apex of East India Company 
hierarchy in London. Finally, given the sup¬ 
posed scriptural sanction for sati, brahmin 
pundits also became crucial participants. 
Appointed to the civil courts under Warren 
Hastings in 1772 to interpret scriptund law 
in civU matters—marriage, divorce, in¬ 
heritance, succession—pundits were ^led 
upon to elaborate the dictates of scripture 
on all aspects of sati. Residents of Calcutta 
were b^ond the purview of this driiate since 
the dty M under die jurisdiction of British 
law and sati had been outlawed there in 
ITS*. 


The history of legislation on sail is 
relatively straightforward. In all, only one 
regulation and three circulars were actually 
promulgated between the fust recorded 
query on the official poshion on sati in 
February 1789 and its prohibition in Decem¬ 
ber 1829. The first official position on sati 
was articulated m response to a clarification 
sought 1^ M H Brooke, Collector of .Shaha- 
bad District. In the absence of any official 
instructions on the subject, and on the 
strength of its illegality in Calcutta city, 
Brooke had prohibited the burning of a 
widow and sought government approval for 
his decision. The Governor General com¬ 
mended his action but urged him to use 
private influence rather than official 
authority in dissuading natives from sati, 
claiming: 

The public prohibition of a ceremonj 
authorised bv the tenets of the religion of the 
Hindus, and from the observance of which 
they have never yet been restricted by the 
ruling power would in all probability tend to 
increase rather than diminish their venera¬ 
tion for It 

He continued that he hoped in the course 
of time natives would “discern the fallacy 
of the principle which have given rise to this 
practice, and that it will of itself gradually 
fall into disuse’”' The Governor General 
cites no support for his claim of a religious 
sanction for sati. 

The issue was raised again in 180S when 
Elphinstone, acting magistrate of the Zillah 
of Behar, reported his intervention in a case 
where an intoxicated iwelve-year-old was be¬ 
ing coerced into the pyre. Like Brooke, he 
sought instructions from the Governor 
General and his Council. The secretary of 
the government referred the issue to the 
Nizamat Adalat, asking how far and in what 
ways the practice of sati was founded in the 
scripture, stating that if scriptural sanction 
precluded abolition, measures might be 
taken to prevent coercion and such abuses 
as the intoxication of widows. 

The Nizamat Adalat in turn referred the 
matter to its pundit, Ghanshyam Surmono. 
The pundit respond^ in March 1805 but not 
until April 29,1813, some eight years later, 
was his exposition of the scriptural position 
on sati issued in the form of instructions to 
the District Magistrates. 

Based on an official reading of Surmono’s 
interpreution of the texts, the instructions 
declared sati to be a practice fiHinded in the 
religious beliefs of Hindus. It was clarified 
that the practice was intended to be volun¬ 
tary and, if performed, was expected to 
ensure an after-life together for the widow 
and her husband. The circular also stated 
that a widow who had taken a vow to com¬ 
mit sati was permitted to change her mind 
without loss of caste; providing she perform¬ 
ed a penance The preface to the instructions 
clariried that given the scriptural status on 
aiti and the government’s commitment to 
the principle of religious tolerance, sati 
would be permitted: 


in those cases in which it is countenanced by 
their religion; and [prevented] in others in 
which it IS by the same authoiity pro¬ 
hibited.'^ 

Sail was thu.s to be prohibited in all cases 
in which the widow was less than sixteen 
years of age, or was pregnant or intoxicated 
or in any other way coerced. Magistrates 
were also instruct^ to transmit to the 
Nizamat Adalat details of each sati commit¬ 
ted in their jurisdictions, including any pro¬ 
hibitive measures they might have taken. 

This circular promulgated on April 29, 
1813, was the only significant regulation in¬ 
troduced until the practice was outlawed. 
Three more circulars were issued, but these 
were merely further refinements prompted 
by the queries of District Magistrates on 
what constituted a legal salt Its ‘legidlty’ 
supposedly conferred ^ its scriptural ori^n 
had been confirmed by the regulation 
of 1813. Queries were forwarded by the 
Nizamat Adalat to their resident pundits, re¬ 
questing them to provide vyawasthas in con¬ 
formity with the scriptures.'* Thus a cir¬ 
cular was promulgated in September 1813. 
that authorised jogis (a tribe of weavers sup¬ 
posedly the survivors of wandering men¬ 
dicants) to bury their dead, since the scrip¬ 
tures reportedly forbade burning in their 
case.'*It was similarly decreed in ISIS that 
women with children under three might 
commit sati only if arrangements had 
been made for the maintenance of their 
children.'* The 1815 circular also specified 
that brahmin women could only burn along 
with their husbands by performing the rite 
of sahamamna, while women of other castes 
were also permitted anoomarnana, in which 
the widow burned at a later date together 
with an article belonging to the husband. 
Finally, this circular instructed magistrates 
to submit an anndal report of satts in their 
districts to the Sadr Nizamat Adalat, speci¬ 
fying for each sati: the name of the widow, 
her age, her caste, the name and caste of the 
husband, the date of burning and the police 
jurisdiction in which it occurred. Ap addi¬ 
tional column was provided for recording 
any remarks that the magistrate thought 
deserving of attention. A third circular, 
issued in 1822, instructed that information 
on the husband’s profession and circum¬ 
stances also be included for each sati.^ 
Although no further regulations were issued, 
the following years witnessed intense debate 
on abolition. The debate was rekindled every 
year when the Nizamat Adalat analysed the 
annual returns of sati and examined for each 
incident the conduct of the district magis¬ 
trate and police officers. 

The question of abolition raised the 
related issues of desirability and feasibility. 
Colonial officials were unanimous on the 
desirability of abolition in the abstract, 
although they were fearful of vidating the 
principle of religious tolerance. Needless to 
say, the latter concern was itself linked to 
the feasibility or political costs of interven¬ 
tion. Given their belief in the centrality of 
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reUgion m the lives of Hindus, officials 
feared that any interference would produce 
repercussions that might endanger the East 
India Company's economic and political 
stakes in India The tactic of gathenng scrip¬ 
tural evidence was thus an attempt to 
challenge sati in such a way as to preclude 
a threat to public order. Indeed it had 
become clear in consulting with the pundits 
that the older scriptures made no mention 
of sail, but rather glorified ascetic 
widowhood. Even more recent texts did not 
enjoin salt but merely recommended it The 
use of scriptures by officials for and against 
abolition will be discussed more fully below. 

Meanwhile, a dramatic increase in so// lent 
urgency to the debate In the first three years 
of data collection alone the number of salts 
nearly tripled from 378 to 839. Although the 
figures declined after 1819-20, they never fell 
to the levels first recorded in 1815, but fluc¬ 
tuated between an annual incidence of SOO 
and 600. 

Over the years the Nizamat Adalat pro¬ 
posed various explanations for this rise. In¬ 
itially it claimed that the rise could merely 
reflect more refined counting In 1817-18 it 
argued, somewhat weakly, that the figures 
reflected the cholera epidemic that had 
ravaged parts of Bengd. Some officials, 
however, proposed a more convincing, albeit 
sinister, explanation pointing out that the 
government arcular might have made people 
aware of more circumstances under which 
sail might be performed. Suspicion grew that 
the rise was somehow linked to government 
interposition. W Ewer, acting Superinten¬ 
dent of Police in the Lower Provinces, 
argued that'“authorising a practice is not the 
way to effect its gradual abolition”.'^Court¬ 
ney Smith, Nizamat Adalat judge, echoed 
Ewer’s senument that government attention 
had given “a sort of interest and celebrity 
to the sacrifice^’.’’He recommended that all 
pfrculars be rescinded since they had a 
tendency "to modify, systematise or legalise 
the usage^’ and made it appear as though “a 
legal suttee was better than an illegal 
one.’”* 

Not all officials agreed with Ewer and 
Smith. Some Niramat Adalat judges like 
C T Sealy and A B Ibdd resisted the impfica- 
tion that the circulars were interventionist 
and insisted that they merely implemented 
the law as embedded in the scriptures. Others 
asked for an even more rigorous enforcement 
of scriptural law. For instance, in 1828 
Cracroft, Magistrate of Dacca, even went so 
fiur as to recommend that only widows from 
families with pure caste status be permitted 
to perform salt. Cracroft suggested that such 
a rigorous interpretation of caste would 
leduce sati by ninety per cent since few 
families if any would meet this standard.^ 
In 1823, Harrington proposed circumventing 
the scriptures, suggesting that salt need not 
be outlawed outright but that brahmin 
pundiu and relatives might be prosecuted as 
.principals or accomplices m homicide. 


Officials advocating flirther legislation, 
however, w«e in a minority. The general wew 
was that in the context of a sustained high 
incidence of salt, anything short of total pro¬ 
hibition would unwise Yet this appeared 
out of the question. In the meantime it was 
hoped that the spread of education and the 
example of the high caste educated, wester¬ 
nised Hindus would serve to make the prac¬ 
tice unpopular. Indigenous opposition to sail 
had been growing since 1818, when Ram- 
mohun Roy, chief campaigner and symbol 
of the native lobby against salt published his 
first tract against the practice 

However, in general, faith in the pro¬ 
gressive influence of higher caste better 
educated Hindus was misplaced, for the 
practice was predominantly theirs.^' The 
regional distribution of sati ^so made it dif¬ 
ficult to sustain in the hope that a great ex¬ 
posure to western influence would result in 
IS declining popularity. For sixty-three per 
cent of satis between 1815 and 1828 were 
committed in the Calcutta Division around 
Calcutta city, the seat of colonial power. In¬ 
deed this high figure may in part be ac¬ 
counted lor by Hindu residents of Calcutta 
going outside the city to commit salt, which 
was illegal within its boundaries. 

The regionally skewed distribution of satis 
prompted some magistrates like H B Melville 
in 1823 and W B Bayley in 1827 to propose 
abolition in certain districts. Others used the 
regional variation as evidence that salt was 
a localised, temporal phenomenon and not 
a universal religious one Further, already by 
1818, it had become evident that the scrip¬ 
tural sanction foi sati was not clearcut. In 
March 1824, the Court of Directors sitting 
in London, drawing almost exclusively on 
official correspondence and Nizamat Adalat 
proceedings on sati came to the conclusion 
that these papers themselves were replete 
with arguments on the basis of which aboli¬ 
tion could be justifled. In particular,.the 
directors highlighted the following: the ques¬ 
tionable scriptural status of sati, the viola¬ 
tion of scriptural rules in its performance, 
the inefficacy of current regulation, the sup¬ 
port for abolition among Indians, the con¬ 
fidence of some magistrates that sati could 
be abolished safely, the incompatibility of 
sail with principles of mortify and reason 
The Court of Directors however conceded 
that the Final decision must rest with the 
authorities in India since only they could 
evaluate the political consequences of such 
action. 

Indeed it was in India that legislation to 
outlaw sati was finally initiated by Gover¬ 
nor General Lord William Bentinck in 
December 1829. Bentinck had little more in¬ 
formation than his predecessors, eitho' on 
sail or on the probable effects of such 
legislation, although he had gathered 
military intelligence that such legislation 
would not provoke disquiet among the 
armed forces. What Bentinck did posses: 
was a combination of the will to outlaw sati 


and the benefits of a greater political 
stability of the East India Company whose 
control had now been extended across 
Raiputhana, Central India and Nepal. A few 
confidence and energy was reflected in Ben- 
tinck’s Minute on salt: 

Now that we ate supreme, my opinion is 
drcidedly in favour of an open, avowed and 
general prohibition, resting altogether upon 
the moral goodness of the act and our power 
to enforce lt.“ 

The desirability of abolitioi had never been 
at issue. Its feasibility had proved to be the 
thorny question. Bentinck settled the issue 
once and for all. 

Sati either by burning or burial was 
outlawed and made punishable by the 
criminal courts. Zamindars and talukdars 
were made responsible for immediate com¬ 
munication to the police of intention to per¬ 
form sati, any lapse being made punishable 
by a fine or imprisonment. The Nizamat 
Adalat was authorised to impose the death 
sentence on active participants in sati if the 
crime was gruesome enough to render them 
Unworthy of mercy. It is not known to what 
extent the legislative act succeeded in put¬ 
ting out the flaming pyres. Statistics were no 
longer collected and thus it is impossible to 
evaluate the effects of abolition. What aboli¬ 
tion did achieve was an official resolution 
in one instance of the conflict between 
political expediency and the civilising mis¬ 
sion of colonisation 

III 

The Discourse and Its 
Assumptions 

The one feature that is clear even from this 
brief legislative history is that the abolition 
of sail was complicated by official insistence 
on Its scriptural status. Whatever their views 
on the feasibility of abolition, alt colonial 
officials shared to a greater op lesser degree 
three interdependent ideas; the centrality of 
religion, the submission of indigenous peo¬ 
ple to its dictates and the ‘rcligious’ basis of 
saU. Those against abolition argued that 
prohibition of saU was likely to incite native 
resistance As the Nizamat Adalat put it: 
Such a measure would, in all probability, ex¬ 
cite a considerable degree of alarm and 
dissatisfaction in the minds of the Hindoo 
iahabitants of these provinces.^^ 

Officials in favour of abolition also 
developed arguments reflecting the view of 
Hindu society generated by these same 
assumpdons. For instance^ Judge E Wuson's 
argument for the feasibility of abolition 
rested on the precedent of Regulation 81799 
which, by declaring fonale infanticide, child 
sacrifice and the burial of lepers be capful 
offences, had similarly, in his view, violated 
religious principles. It is in this sense that 
I assert thu officials on both sides of 
the d^te shared the same universe of 
discourscL 

Walter Ewer, Superintendent of Firtioe in 
the Lower Provinces, madea diffemt kind 
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of URumem for alx^tion. As * thorough 
and systematic analysis which sums up ^ 
arguments of offk^ over the years, it is 
worth detailed attention.^ Ewer to^ the 
position that the contemporary practice of 
sati bore little resemblance to its scriptural 
model as a voluntary act of devotion carried 
out for the spiritual benefit of the widow 
and the deceased. Rather, in his view, widows 
were coerced and sati was performed most 
often for the material gain of surviving 
relatives. Ewer suggested thm relativet mi^ 
save the expense of maintaining the widow 
and irritation of her legtd right over the 
family estate. Also said to apply pressure on 
the widow by extolling the virtues and 
rewards of sail were ‘hungry brahmins* 
greedy for the money due to them for 
officiating on such occasions. 

Even if the widow succeeded in resisting 
the combined force of relatives and pundits, 
Ewer held that she would not be spared by 
the crowd. According to him, “the entire 
population of the village will turn out to 
assist in dragging her to the bank of the river, 
and in keeping her down on the pile"^’ For 
the crowd, sail was said to offer the lure of 
a spectacle 

None of the holy exultation that formerly ac¬ 
companied the departure of a martyr, but ail 

the savage merriment which, m our d^, ac¬ 
companies a boxing match or a full-bait.^ 
Ewer thus concludes tl^at “the widow is 
scarcely ever a free agent at the performance 
of the suttee”^’ According to Ewer, such 
scriptural transgressions as the coercion of 
widows or the performance of sail for 
meterial gain could either be the result of 
ignorance of scriptures or reflect conscious 
design on the part of relatives and pundits: 
in the former case sail could be abolished 
without provoking indigenous outrage; in 
the latter case, sail could not be considered 
a sacred act and could safely be abolished. 

It IS clear that, according to Ewer, when 
Hindus acted “reiigiously”, they did not act 
consciously. In other words, true “religious” 
action was synonymous with a passive, un¬ 
questioning obedience. Thus, if the widow 
IS construed as a victim of pundits and 
relatives, they in turn are seen by Ewer to 
act in two mutually exclusive ways: either 
“consciously”, that is “irreligiously”, or 
“passively", that is “religiously”. Hence Ewer 
nowhere suggests that pundits and relatives 
could manipulate religion to their own ends. 
As for the widow, she is not offered any 
possibility of ever exercising her will. Ewer 
submitted that left to herself, the widow 
would “turn with ruttural instinct and horror 
from the thought of suttee”.^' However, in 
his view, given her ignorance and weak men¬ 
tal and physical capacity, it took little per¬ 
suasion to turn any apprehension into a 
reluctant consent. 

Ewer resolved the issue of the feasibiKty 
of abolition further by problematising the 
assumption of a scriptui^ sanction foe sati, 
iU pdntad to the heterogeneity of the 


scriptures on the issue; Maml “the parent 
of Hindoo jurisprudenof did not even 
mention sati, but instead glorified ascetic 
widowhood. It is inqmrtaat to note that 
what unites both the *tempot8l’ mid ‘scrip¬ 
tural’ aspects of Ewer^s arguments it the 
•privileging of relipon and the assumption 
of a complete native sidrinission to its force: 

This analysis was not that of Ewer alone. 
Maloney, Acting Maihrtrate of Burdwan, 
similariy emphasised that the decision of 
widows to commit sstii steins not 
from thar having reasoned themselves into 
a conviction of the purity of the act itself, 
as from a kind of infatuation produced by 
the absurdities poured into their ears by ig¬ 
norant brahmins.^ 

For Maloney, as for Ewer, the widow is 
always a victim and the pUndit always 
corrupt. Maloney, like Ewer, also concedes 
the possitnlity of a ‘good’ sati that is volun¬ 
tary and the product of reason; but only in 
the abstract. In reality, the widow is un¬ 
educated and presumed to be incapable of 
both reason and independent action. 

This accent on ‘will’ in the analysis of 
Ewer and Maloney, testifies to the am¬ 
bivalence which lies at the heart of the col¬ 
onial attitude to sati. It suggests that within 
the general and avowed disapproval of the 
practice, there operated notions of ‘good’ 
and ‘bad’ sails ‘Good’ satis were those that 
were seen to be tru6 to an official reading 
of the scriptures And the critical factor in 
determining official attitude was the issue 
of the widow’s will. Thus the Nizamat 
Adalat instructed magistrates to pay close 
attention to the demeanour of the widow as 
she approached the py» so that officials 
could intercept at the merest suggestion of 
coercion. Magistrates accordingly recorded 
in the annual returns on sati such remarks 
as the following: "the widow voluntarily 
sacrificed hmelf’, “ascended the pyre of hw 
own free will”, burnt “without in any way 
inebriated and in conformity with the 
Shasterf’ 

Such guarded acceptance of ‘good’ satis 
is also evident in the suggestions of Harr¬ 
ington and Elliot that le^slation should 
cover not the widow, who should be left free 
to commit sail, but brahmins and others 
who aided or unduly influenced her. Such 
an act it was argued would prevent coercion, 
with the additional merit that: 

No law (diligatory on the consciences of thej 
Hindoos will be infringed, and the womem 
desirous of manifesting the excess of their 
coi^ugal love will be kft at liberty to do 

Officials like Elliot, quoted above, approv¬ 
ed at sati as tong as k was an act of free will. 
This view was also reflected in a non- 
horrifled announcement of two sails in the 
C^ttUa Gazette as late as 1827, by which 
time it was oflictally maintained that feasibi¬ 
lity was the only reason for tolerating sati. 
It described the widows respectivdy as 
‘Tiaviiig abandoned with cheerfulness and 


her own fiee will, this peridiable ftam^, and 
as “having burm herself with him in their 
presence with a swdling heart and a smiling 
countenance!’^' Other officials dismissed 
out of hand the possibility of such volun¬ 
tary satis and insisted with Ewer that widows 
were inCaptdile of consenting and mutt 
therefore protected. 

It is evident that the arguments in favour 
of prohibiting sati were not primarily con¬ 
cerned with its cruelty or ‘barbarity’ thou^ 
many officials did midntain that sati was 
horrid, even as «i act of volition. It is also 
clear that officials in favour of legislative 
prohibition were not interventionists, «m- 
temptuous of indigenous culture nor ad¬ 
vocates of change in the name of ’progress' 
or Christian principles. On the contrary, of¬ 
ficials in favour of abolition were arguing 
that such action was consistent with the 
policy of upholding indigenous teligiotts 
tradition, even that such a policy necessitated 
intervention. And indeed this was how the 
regenerating mission of colonisation was 
conceptualised: not as the imposition of a 
new Christian moral order but as the 
recuperation and enforcement of the ‘truths' 
of indigenous tradition. In this regard, it is 
interesting that Elliot suggested a preamble 
to the legislation outlawing sati, explaining 
government policy on indigenous custoiru 
and appealing to scriptural authority for 
abolition through apposite quotations from 
the texts. In his opinion this would, 

remove the evil from the less learned, who 
would thus be led to lament the ignorance 
in which they have hitherto been held enslay- 
ed by their bigoted priests, and at the same 
time to rejoice in the mercy and wisdom of 
a government which blends humanity with 
justicq and consults at once the interests and 
prejudices of its Subjects, by recalling them 
from practices revolting, and pronounced 
erroneous even by their own authorities.^^ 
This conception of coldnial subjects 
held the majority to be ignorant of their 
“religion”. Religion was equated with scrip¬ 
ture. Knowledge of the scriptures was held 
to be largely the monopoly of brahmin pun¬ 
dits. Their knowledge was however believed 
to be corrupt and self-serving. The civilis¬ 
ing mission of colonisation was thus seen 
to ue in protecting the ‘weak’ against the 
‘artful’; in givmg back to the natives the 
truths of their own “tittle read and less 
understood Shaster”.'^ 

The arguments of abolitionists were thus 
developed witidn the ambit of “religion”. 
The pros and cons of sati were systematically 
debated as doctrinal considerations. In this, 
sense the debate on abolition might be fnut- 
fully interpreted as, in part, a conflict over 
scriptural htterpretatton. In employing scrip¬ 
tures to support their view the abolitionists 
in eflcct resurrected the vyawasihas of pun¬ 
dits that had been marginalised in earlier 
official readings of the scriptures. In par¬ 
ticular, they re-aounined the discussions bet¬ 
ween o^idals and pundits leading to the for- 
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mulation of the 1813 regulation. These 
previously marginalised vyawasthas were 
now reactivated by officiaJs both as testi¬ 
mony of the safety of abolition and as index 
of the ignorance of natives. Ofricial debt to 
the pundits in interpreting the texts was not 
acknowledged. This gives us a clue to the 
role of the pundits in the production of 
official knowledge about sati, a theme that 
will be taken up in the next section. 

In the meantime, as we already know, 
official commitment to enforcing indigenous 
fiuth and penalising its violation in the 
practice of sati did not lead to a decline in 
its incidence; This was regarded as native 
misunderstanding of colonial intention and 
construed as further evidence of Hindu 
‘bigotry’. Proposals were made for closer 
supervision although in the event none were 
implemented. It is striking that officials did 
not acknowledge the ‘inconsistencies’ bet¬ 
ween their interpretation of the place of 
scripture in native life, and natives' own 
behaviour, let tUone revise their view. If 
anything, it appears as though such in¬ 
consistencies served to reaffirm their 
assumptions. 

In surrunary, the official view of sati rested 
on three interlocking assumptions: the 
hegemony of religious texts, a total in¬ 
digenous submission to their dictates and the 
religious basis of sati. However, a re¬ 
examination of Parliamentary papers 
makes it possible to contest each of these 
assumptions. 

lb ^gin with, the insistence on t&itual 
hegemony is challenged by the enormous 
regional variation in the mode of commit¬ 
ting sati. The vyavasthas of pundits had 
elaborated differences by village and district, 
even caste and occupation in the perfor¬ 
mance of sati. “In certain villages of Burd- 
wan a district in Bengal the following cere¬ 
monies are observed.’”^ Or, “In some 
villages situated in Benares, the following 
practices obtain among the widows of mer¬ 
chants and other traders!'^^ Local influence 
predominated in every aspect of sati. For in¬ 
stance the pundits pointed out, “She then 
proceeds to the place of sacrifice... having 
previously worshipped the peculiar deities 
of the city of village’’^ In the face of such 
diversity the pundits concluded “The cere¬ 
monies practically observed, differ as to the 
various tribes and districts!’Colonial of- 
Hcials acknowledged these differences and 
instructed magistrates to allow natives “to 
follow the established authority and usage 
of the province in which they resid^’^’ 
However, such diversity was regarded as 
‘peripheral’ to the ‘central’ principle of tex¬ 
tual hegemony. 

Similarly, regional variation in the in¬ 
cidence of sati was not taken as a challenge 
to the assumption of the hegemony of 
religion even though it did count as evidence 
of a material basis for sati. Colonial officials 
did not completely ignore the fact of such 
variation. The regulation of 1813 recognised 
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that in some districts sati had almost entirely 
ceased while in others it was confined almost 
exclusively to certain castes. Despite this, col¬ 
onial officials decided to pursue a course of 
tolerance because in their opinion, in most 
provinces, “all castes of Hindoos would be 
extremely tenacious of its continuance!’^’ 
Whatever the justification for concluding 
thus in 1813, such insistence was hardly 
tenable once systematic data collection on 
sati was begun in ISH. For it quickly became 
apparent that 66 per cent of satis were car¬ 
ried out between the districts surrounding 
Calcutta city and the Shghabad, Gha/ipur 
and Sarun districts. This indicates either that 
sati wa$ not a solely ’religious’ practice as 
the officials maintained, or that religion was 
not hegemonic—another colonial assump¬ 
tion—or both. However, oBlcials interpreted 
regional variation to imply that although sati 
was primarily a religious practice; other fac¬ 
tors might be at play. Therefore, as late as 
1827, with eleven years of data at hand, 
W B Bayley could continue to be puzried 
by what he called “anomali^’’ in the annual 
report of satis. He wrote to the court seeking 
an explanation 

in regard to the following extraordinary 
discrepancies in the results exhibited by 
the present statement. In the district of 
Backergune 63 instances of suttee are 
reported, and in the adjacent district of 
Dacca Tefalpore only 2.^ 

These could only be “extraordinary 
discrepancies’’ because Bayley, like other of¬ 
ficials continued to maintain, despite 
evidence to the contrary, that religion had 
a uniformly powerful influence in native life 
If the hegemony of religious texts and its 
corrollary, an unthinking native obedience 
to scripture, is called into question by 
regional variation in the incidence and mode 
of performing sati, the representation of 
widows as perennial victims is similarly 
debatable. For one thing the Parliamentary 
papers contain several accounts of women 
acting on their own behalf. Some of them 
did so when they resisted being coerced into 
the pyre. The annual reports of sati include 
many Instances of women being coerced. 
Representations of such incidents, however, 
stress not the resistance of women but the 
barbarity of Hindu males in their coercion. 

Women also expressed their will when they 
resisted being prevented from* jumping into 
the flames. One such case reported by 
magistrate W Wright in 1819 is worth re¬ 
counting. A child widow, Mussummat Seeta 
had suddenly decided at age IS, some nine 
years after husband’s death to commit sa'ti. 
She resolved to die through the rite of 
anoomanna with a stringed instrument that 
had belonged to her husband, fording to 
Wright, her parents, in-laws and police of¬ 
ficers sought in vain to dissuade her. Wright 
records that the widow 

continually made use of the expression; “All 
your remonstrances are perfectly unavaHjng; 
it is now necessary for me to become suttee; 


If you persist in your remonttrancet I wiU 

curse yott!’*‘ 

The relatives, supposedly fearing the legen¬ 
dary curse of the sati, are said to have com¬ 
plied with her wishes and built the pyre; Her 
parting words were reported to have been, 
“Set fire to the pile; if you refuse to do so, 
I will curse you!’’* Colonial officials syste¬ 
matically ignored such evidence of the 
widows as subjects with a will of their own. 
Although they conceded the possibility of 
a ‘voluntary’ sati, these were interpreted not 
as evidence of the will of the widow, but 
testimony of her subjection to religion. The 
widow thus nowhere appears as a full sub¬ 
ject. If she resisted, she was considered a vie 
tim of Hindu male barbarity. If she ap¬ 
peared to consent, she was seen to be a vic¬ 
tim of religion. Colonial representauons fur¬ 
ther reinforced such a view of the widow as 
helpless by “infantilising” the typical sati. 
The widow is quite often described as a 
“tender child’’. Analysis of sau by age fails 
to confirm such a picture, for a majority of 
saris were undertaken by women well past 
childhood. In 1818, for example, 64 per cent 
of satis were above 40 years of age. 

In highlighting the absence of women’s 
subjectivity in colonial representations of 
sau, my intention is not to imply that women 
acted voluntarily or argue that sau could be 
an act of “free will”. Their subjectivities were 
probably complex and inconsistent In any 
case they are not accessible to us. As for 
whether or not relatives were self-interested 
or brahmins bigoted, such questions can also 
only be addressed with reference to specific 
cases. My purpose in raising the issue of the 
widow’s subjectivity is rather to point out 
that the ubiquitous characterisation of the 
widow as victim was not borne out by the 
experience of colonial officials as recounted 
by them in the Parliamentary papers. 

It is not the widow alone who is repre¬ 
sented as passive, for all colonial subjects, 
male and female, are portrayed as finally 
subordinated to religion. The Nizamat 
Adalat stated this view quite dramatically in 
the context of discussing the Hindu practice 
of burying lepers. Reviewing a case that had 
come to their notice, they exclaimed, “no 
example can be of any avail. Their motives 
were above all human control!’” 

IV 

Production of Knowledge about 
Satk Interaction and Interrogation 

Information about sati was generated at 
the instance; one is tempted to say insistence; 
of colonial offldals posing questions to pun¬ 
dits resident at the courts. The pundits were 
instructed to respond with “a reply in con¬ 
formity whh the scriptures!’” The working 
of colonial power is nowhere more visible 
than in this process. It is worth examining 
one such interaction in detail. 

In 1803. as noted earlier, the question of 
scriptural sanction for Mi was first put to 
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the pundits of the Nizamat Adalat. Specifi¬ 
cally they were aksed 
whethw a wonuui is eujoined by the Shaster 
voluniarily to bum herself with the body of 
her husband, or is prohibited; and what are 
the conditions prescribed by the Shaster on 
such oGcasions?^^ 

The pundit responded as foitows; 

Having duly cqnsidered the question propos¬ 
ed by the court, I now answer it to the best 
of my knowledge:- every woman of the foui 
castes (brahmin, khetry, bues and soodur) is 
permitted to bum herself with the body of 
her husband, provided she has no infant 
children, nor is pregnant, nor in a state of 
uncleanness, nor under the age of puberty: 
or in any of which cases she is not allowed 
to burn herself with her husband’s body.^ 
The pundit specified that women with in¬ 
fant children could bum provided they made 
arrangements for the care of suCh infants. 
Further, he added that coercion, overt or 
subtle, was forbidden, in support of his 
opinion, he quoted the following texts: 
This rests- upon the authority of Aqjini, 
Vijasa and Vrihaspati, Mooni. 

'‘There are three miihons and a half of 
hairs upon the human body, and every 
woman who burns herself with the body of 
her husband, will reside with him in heaven 
during a bke number of years.” 

“In the same manner, as a snake-catcher 
drags a snake from his hole; so does a woman 
who burns herself, draw her husband out of 
hell, and she afterwards resides with him in 
heaven." 

The exceptions above cited, respecting 
women in a state of pregnancy or unclcan- 
ness, and adolescence, were communicated 
by Oorub and others to the mother of Sagar 
Raja.*’ 

The question posed to the pundit was 
whether sati was enjoined by the scriptural 
texts. The pundit in effect responded that the 
texts did not enjoin but merely permitted sati 
in certain instances, drawing on quotes 
which spoke of the rewards sati would bring 
to widows and their husbands- That the 
scriptures permit sati can only be inferred 
from the above passage. Nevet^eless on the 
basis of this rather elusive response the 
Nizamat Adalftt concluded: 

The practice, generally speaking, being thus 
recognised and encouraged by the doctrines 
of the Hindoo rehgion, it appears evident 
that the course which the British government 
should follow, according to the principle of 
religious tolerance . is to allow the prac¬ 
tice in those cases in which it is countenanced 
by their religion; and to prevent it in others 
in which it is by the same authority pro¬ 
hibited (emphasis mine).** 
llvo moves have been made from the pun¬ 
dit's actual words to afrive at this conclu¬ 
sion. The pundit claims that he has answered 
the question “to the best of my knowledge!’ 
However, his response is treated as an 
altogether authoritatiw one, Further, per¬ 
mission by inference is transformed inio 
scriptural “recognition” and “encourage¬ 
ment” of sati. Colonial pc^cy on sati was 


thus formulated on the basis of an inter¬ 
pretation of the pundit’s replies by the of¬ 
ficials who put the questions. It was a result 
of this encounter which produced the only 
legislative enactment on sati until its even¬ 
tual abolition. The statement itself was also 
repeatedly recalled by offlcials arguing 
against abolition. Certainly, permission to 
commit sati was more explicit elsewhere in 
the scriptures. However, at issue here is not 
the scriptural accuracy of the pundit’s 
response so much as the arbitrariness so 
typical of the official interpretation of 
vyamisthas. 

This example embodies many of the basic 
principles by which a body of infoimation 
about sail was generated. Questions to pun¬ 
dits were intended to establish .clarity on all 
aspects of sati. Pundits were required to 
comb the saiptures and produce unam¬ 
biguous scriptural support. For instance, in 
April 1813, a pundit was required to specify 
the meamng of the phrase ‘Tender years” in 
his statement that 'Vi woman having a child 
of tender years is wholly inhibited from 
becoming a suttee!’** Inferential conclusions 
were only acceptable where explicit docu¬ 
mentation was impossible. Thus, for exam¬ 
ple, the Sadr Nizamat Adidat had to be con¬ 
tent with inferential scriptural support for 
the burial of jogif. The matter had been 
referred to the Sadr Nizamat Adalat by the 
magistrate of the provincial Dacca court, 
since the pundit at that court had in their 
view unsatisfactorily claimed that ‘This is 
an act which is founded merely on prac- 
tice!’** The Sadr Nazamat Adidat pundits 
produced inferential support in their 
response. In this context tiiey also argued 
that the scriptures themselves gave equal 
support to custom and usage. However, 
despite official insistence on faithfulness to 
the scriptures, colonial officials continued 
to prefer explicit scriptural injunction.*' It 
was for this reason that the Sadr Nizamat 
Adalat reprimanded a district pundit for 
referring “to the custom of a country, upon 
a point which is expressly provided for by 
law!’** 

Over the years, through such continual 
and intensive questioning, criteria for an of- 
ficiidly sanctioned sati were generated. It had 
to be voluntary. Brahmin women were per¬ 
mitted only sahamarana. Non-brahmin 
women could burn through sahamarana or 
anoomarana. Sati was forbidden to women 
und <7 sixteen and to women with infants less 
than three years. Women of the jogi tribe 
were permitted to bury themselves. 

Although scriptural authority was claimed 
for this model, a careful reading of the 
Parliamentary papers tells quite another 
story. Fbr example; colonial officials treated 
vyawasthas as truthhil eeegeses of the scrip- 
tutes in an absolute sense ^ enforced thm 
legally. By contrast, it is clear from reading 
these vyawasthas tligt pundits iuuing them 
believed them to be interpretive. However, 
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not aU vyavmthas were accorded suck 
legitimacy; rather, colonial officials selec¬ 
tively prMleged some and marginalised 
others. 

Pundits attested to the interpretive nature 
of vyawasthas in several ways. Vyawasthas 
were often prefaced with such declarations 
as: 

Having inspected the paper drawn up by the 
chief judge of this court we proceed to fiir- 
nish a reply to the best of our ability (em¬ 
phasis mine).** 

Having considered the question proposed by 
the court I now answer it to the best ctf my 
knowledge (emphasis mine).** 

Similarly they characterised their replies as 
opinions: ‘The authorities for the sbave opi¬ 
nion are as follows”. The interpretive 
character of the vyawasthas was also evident 
from the way in which the scriptures were 
used' 

In support of the above may be adduced 
the following authorities (emfrtiasis mine).’* 
In the above sentence by using the words 
“she who ascends”, the author must have had 
in contemplation those who declined to do 
so (emphasis mine).'* 

From the above quoted passages of the 
Mitateshura, it would appear that this was 
an act fit for all women to perform (em¬ 
phasis mine) *’ 

It is clear from the above that vyawasthas 
did not claim to pronounce either scriptural 
truth or the only possible response to a given 
question.** 

The corpus of texts designated ‘the scrip¬ 
tures’ also made such a claim difficult to 
maintain. The scriptures were an enormous 
body of texts composed at different times. 
They induded the srutts, the dharmashastras 
or smrttis and nibandhas. The srutis were 
believed to be a pre-scripturai transcription 
of a revealed oral discourse anterior to the 
category of historicity. The dharmashastras 
or smntis were mnemic and historico-sodal 
texts supposedly transcribed by the sages 
under the authority of Hmdu kings. The 
principal shastras are products of named 
and thus ‘historical’ subjects: Manu, Yhjna- 
valkya and Narada. The commentaries and 
digests were treatises interpreting and ex¬ 
pounding the shastras and mainly produc¬ 
ed between the llth-18th century. CHfferent 
commentaries were held to be authoritative 
in different regions. It is no wonder then that 
two pundits could issue vyawasthas on the 
same point and quote different texts or dif¬ 
ferent passages from the same teit to sup¬ 
port their statements. 

The fact that the various texts were 
authored at different periods also accounted 
for their heterogeneity on many points, not 
least of which was the scriptural sanction for 
sau. Colonial response to such hetcrogendty 
took three forms. Sometimes diversity was 
selectively recognised, as in the determina¬ 
tion and enforcement of the appropriate 
modes of committing sati for brahmin and 
non-brahmin widows. At other times it was 
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'^Mknowledged for practical reasons but not 
• ‘inolved’, as in the considered tolerance of 
' r^onol variation in the mode of conduc- 
. ting sa/r. whether the widow’s body was 
piaoed to the left or right of corpse the 
direction of pyre^ and so on. A third 
response was to maiginalise cotain vyawos- 
/Aoi A Idling example of such strategic 
marginalisation is the fate of Mrityunji^ 
Vidyalankar’s vyawastha, relegated to the 
appendix of the Nizamat Adalat proceedings 
ot 1817, with no more than a moition in the 
main text. This vyawastha systematically 
called into question the colonial rationale 
of a scriptural sanction for sati and ques¬ 
tioned its status as an act of virtue. Vidya- 
iankar pointed out that as a form of suicide 
it was debatable whether sati was consonant 
with the smtis which forbade any wilful 
abridgement on life. Further he noted that 
the ultimate goal of all Hindus was selfless 
absorption in a divine essence, a union 
which was said to flow not from action like 
sati, performed with a view to reward, but 
from devotion and contemplation of the 
divine. Given this a life of austerity of sexual 
abstinence; as implied by ascetic widow¬ 
hood, emerged as an equally if not more 
meritorious act. 

Vidyalankar’s vyawastha contained suf¬ 
ficient scriptural justification for prohibiting 
sati. It was however ignored. Continual 
leinscription of sati into a scriptural tradi¬ 
tion despite evidence to the contrary points 
to tiM aibitrariness of meanings imposed by 
a colonial reading of yyawasthas. If tne con¬ 
struct of sati thus pr^uced is speciflcally 
ieoloniar, it can also be argued that ’religion’ 
in this dimurse emerges merely as that part 
of culture that colonial power chooses not 
to interdict. If for some reason it vw decided 
to prohibit a practice the strategy vnu to dis¬ 
count itt claim to bring ‘religious’ in a col¬ 
onial reading of the scriptures. In the end 
this is what happened in the case of sati. Of 
course it was not quite as simple as this for 
as we have seen, satl‘s scriptural status was 
problematised long before the practice was 
prohibited. Ultimately abolition was legis¬ 
lated when it was deemed fearible However, 
this was not the basis on which the discourse 
was articulated. 

In the meantime, while sati was still con¬ 
ceptualised as ‘religious’ official policy, 
whatever its claim to non-interference, was 
to ensure adherence to the official concep¬ 
tion of a 'true^ sati. A coherent, unam¬ 
biguous definition of sati was an Essential 
prerequisite to tUs policy. We have already 
traced how such clarity was achieved. Atten¬ 
tiveness to the details of practice was another 
aspect of this policy. Official watchfulness 
was made possible by the systematic collec¬ 
tion and tabulation of data on each sati. In 
addition to personal data on the widow and 
her deceased husband, the time; place and 
mode of burning, magistrates were also 
given explicit irutructions to "not allow the 
most minute particular to Acape observa- 


tionr** Such details ensured that no infrac¬ 
tion whether on the pait of officials or 
natives, could escape the official eye. Thus, 
for instance; in the review ot satis for 1819, 
the magistrate of Shababad was reprimand¬ 
ed for preventing an illegal sati by persua¬ 
sion where he could have employed force. 
Magistrates were also centui^ for being 
over-zealous. Thus in 1819, the magistrate 
for Bheerbhoom district was criticised for 
requiring previous intimation for perform¬ 
ing sati when there was no order to this ef¬ 
fect on the statute books. Given the impor¬ 
tance of detail to such “a penal mapping of 
the social body”,**’ magistrates were com¬ 
pelled to record details and re|»imanded for 
reports that were “totally destitute of 
remark.’’** Tlie consistency of the Nizamat 
Adalat on this score drew the approval of 
the Governor General and his Council who 
commended them in 1820 on the ‘‘minute¬ 
ness with which the Nizamat Adaulut have 
entered on the examination of the returns 
from the several districts!’** 

There is no doubt that despite the profess¬ 
ed colonial policy of religious non-inter¬ 
ference, the process by whi^ knowledge on 
sati was produced for legal enforcement en¬ 
sured that the concept of sati generated was 
distinctly ‘colonial’. As the examples above 
indicate, despite the mvolvmnent of brahmin 
pundits, the privilege of the final authori¬ 
tative interpretation of thrir vyawasthas was 
appropriate by colonial officials For a was 
Nizamat Adalat judges, the Governor 
General and his Council who determined 
which vyawasthas were ‘essential’ and which 
‘peripheral’. The position of the brahmin 
pundits was ambiguous. The fact of bring 
native simultaneously privileged and 
devalued them as reliable sources. They were 
critical to making the scriptures accessible 
to colonial officials. But they were also the 
‘^artful dasses” against whom it was the mis¬ 
sion of colonisation to protect ‘‘the simple”. 

This process by which this construct of 
sati was produced exemplifles the textualised 
nature of the discourse: Here I draw on the 
work of Paul Ricoeur.** Ricoeur illustrates 
the process of textualisaUon, analysing what 
happens to ‘discourse or ‘speech’ when it 
becomes ‘textualised’ for instance, in 
language, action or ritual. Contrasting 
discourse with language; Ricoeur points out 
that discourse is realised temporally. It has 
a subject who speaks, “a world a^ich it 
claims to descri^ to express or to repre¬ 
sent”,** and a person who is bring address¬ 
ed. In the example at hand, the pundit’s 
vyawastha is analogous to discourse. 
Vyawasthas, like speech, had as their 
reference a specific context, as opinions ex¬ 
pressed by the pundits on specific situations 
which took into account particular needs. 

The textualisation of such discourse; 
according to Ricoeur, results in the fixation 
of meaning, its dissociation from any 
authorial intention, the display of non- 
ostensive references and a univei^ range of 


addresses. The colonial rewriting/rrinlri- 
pretation of the pundits’ vyawasthas as In¬ 
variant scriptural truths and their enforce¬ 
ment as law is analogous to the textualisa¬ 
tion of discourse. Opinions pronounced on 
particular cases became rules applicable to 
all cases. Thus the meaning of sati became 
‘fixed’; in other words, a sati that met cer¬ 
tain criteria could be identified as authen¬ 
tic. Once ‘textualised’, in this instance 
through systematic writing, colonial officials 
could and did interpret the vyawasthas in 
ways that both reflected and did not reflect 
the intentions of pundits. Given that a state¬ 
ment of'the particular became generalised, 
it obviously no longej had as its reference 
the initial interaction that produced it. 
Finally, the enforcement of vyawasthas as 
law automatically extended their relevance 
beyond those whose situation had initially 
eheited them. 

The textualisation of the pundits’ dis¬ 
course on sati also had as a consequence the 
elimination of human agency. If vyawasthas 
grounded in specific contexts were made 
autonomous the result was also to create an 
‘imaginative construct’ that did not repre¬ 
sent any particular sati. This ideal typical 
representation of sati denied the possibility 
of sail as the conscious enactment of a social 
practice. Such erasure of human agency ef¬ 
fectively put the operation of Hindu culture 
into a timeless present in which passive 
natives remained eternally yoked to religion. 
In this context it is interestmg that many of 
the descriptions ot sati written and used by 
abolitionists in their arguments are nar¬ 
ratives of sail the phenomenon, not of any 
specific incident 

The following description of a ‘typical 
satr by the magistrate R M Bird, is a perfect¬ 
ly textualised example: 

If It were desired to portray a scene which 
should thnll with horror every heart, not en- 
oiely dead to the touch of human sympathy, 
it would suffice to desenbe a father, regard¬ 
less of the affection of his tender child, in 
having already suffered one of the severest 
miseries which flesh is heir to, with tearless 
eye leadmg forth a spectacle to the assembled 
multitude; who with barbarous cnes demand 
the sacrifice, and unrelentingly delivering up 
the unconscious and unresisting victim to an 
untimely death, accompanied by the most 
cruel torturei.** 

Bird here describes sari in which the widow, 
relatives and spectators all play parts whirii 
ate predktable i^ven what hat been said here 
about colonial lepresenution of each of 
thrir rolea. That such textualisation also 
denies the widow subjectivity has idso been 
noted. 

In Ricoeur’t expanded sense of the term 
‘textuaUsatioo*, cultures are textualised* in 
a nunAer ^ snys. Myths, foUdore, epics, 
rituab mid othm artifacts expreu and 
rritente to a society its eidtund valuet. 
Ricoeur ipd Oeertz** aniong others have 
hiterpnded wsrii critimd sxpnMioas 
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manner of texts. In eiiNiiig that the colonial 
diicotOTe tcxtualised sati, I am not sug¬ 
gesting that Indian society was not tcxtualis¬ 
ed in the pm<olonial period, merdy that the 
colonial mode of textualising was one that 
privileged writing and that such writing pro¬ 
duced consequences of domination. In¬ 
cluding those discussed in this paper. 

Einally, of course, the discourse on sail 
is a discourse of power. It iUustmtes 
dramatically Foucault’s compeUing thesis 
that knowledge is produced within the 
matrix of power and that power operates 
throi^ the deployment of knowledge The 
rdationship b«ween the colonial official 
and puntht was clearly interwoven by power 
while the production and accumulation of 
knowledge about salt enabled both attention 
to detail and the ledermition and redistribu¬ 
tion of salt into its ‘legal’ and ‘illegal’ forms. 

V 

Conclusion 

In this paper I have examined the first of 
the nineteenth century debates on the sutus 
of women in India. These debates arose in 
the context of determining an appropriate 
colonial policy on such matters as sati which 
were seen to mark the depressed position of 
women in Indian society, the reform of 
which was held to be part of the regenerating 
mission of colonisation. I have treated the 
debate as discourse arid focused on the 
assumptions about Indian society crucial to 
this a^ysis—the hegemony of rdtgious 
texts, native obedience to its injunctions, and 
a scriptural sanction for sa/r—all of which 
are probiematised by material in the Parlia¬ 
mentary Papers. 

For instance, diversity in the mode of 
carrying out sa/rand regional variation in 
its incidence highlight the fact that textual 
tradition was actively negotiated. Similarly, 
both the resistance of some widows to coer¬ 
cion and what appears as the wiUingness of 
others to commit sati signal the fhet that 
women had a will of thmr own and acted 
on their own behalf. FinaUy, whatever the 
official claims for mti as a prutice founded 
In the Hindu faith, attention to the proceu 
by which knowledge about sati was produc¬ 
ed illustrates that officials interpr^ the 
responses of pundits in particuiv ways, with 
the consequence that the construct of sari 
that was legally enforced was speciEcally 
‘colonial’. Officials employed a number of 
tactics in reading the vyawasthiu^ punditt. 
Among these are the following; tiiey privileg¬ 
ed vyawasthas based on idi^ous tests over 
those that drew on custom. They also in'- 
sisted that pundits produce explicit scriptural 
injunction and would accept infoence only 
where such unambiguous support could not 
be generated. Of course, such tactics woe 
not used with any consistency- Some vyawos^ 
/Ant (like that of Vidyaitiiikar) were simply 
ignored. Thus, whatever their insistence on 
iMvtng arrived at a concqrt of aori that was 
true tb the sorhitutes, we cmi atate with 


assurance that the process attests mainl) 
the aittitrariness of meanings imposed by of- 
Gdal readings of vyawasthas. 

Hosvever arbitrary or contingent nine¬ 
teenth century officim interpretations might 
have been, some of these assumptions 
remain with us today, both in the scholar- 
slup on sati or more generally in our 
understanding of Indian society. It is the 
remarkable endurance of some of these ideas 
that conflrms the contemporary relevance of 
this investigation. For example, much of the 
scholarly work on sati reproduces the no¬ 
tion of sati as an essentially religious prac¬ 
tice.*^ One consequence of this is to assume 
a transhistorical significance for the pheno¬ 
menon. a perspective that preclude the possi¬ 
bility of sati being the product of different 
factors at different times. Dorothy Stein even 
goes so far as to suggest that the concept 
of sati might be more important than its 
practice.** Such as approach lacks ex¬ 
planatory value; it cannot, for exanyile; ex¬ 
plain regional variation in the incidence of 
mi. Not all acadonic work shares this 
perspective Althou^ he does not say so 
himself, Sharma’s article on the history of 
western response to sati conclusively 
documents first, that the meaning of sail was 
historically variable and second, that its 
meaning was bitterly contested in the nine¬ 
teenth century.** Also, in Ashis Nand/s 
work, we have the beginnings of an analysis 
of sati as a practice rooted in temporal and 
spatial contexts.^** 

The discourse on salt was by no means the 
first time cdonial ofiidals accorded primary 
signifwance to religion. The codiGcation of 
scriptural law as civil law in 1772 had already 
enshrined its importance''' The enforce¬ 
ment of scriptund law as dvil law had 
extended the applicability of brahmanic 
scripture hitherto limited to the twice-born 
castes to all colonial subjects. Thus was 
established a particular relationship between 
scripture and society, a relationship which 
was bolstered each tiine^ as in the case of sati 
in Bengal, colonial officials privileged 
as authentic the scriptural tradition and 
marginalised the importance of custom. 

1 suggest that this designation of the scrip¬ 
tural tradition as True^ was to have an 
important bearing on the nineteenth century 
debates on the status of women. For these 
driiates were a mode through which colonial 
power was both enforced and contested. Col- 
ortial officials sought to justify interference 
in indigenous tra^on, even colonial rule 
itsdf, on the basis of womoi’s low position 
In indigenous tradition as also in contem¬ 
porary society. Divergent indigenous male 
elite responses to this challenge were to a^ue 
cither that such poor treatment was contrary 
to tradition—-Roy’s strategy in the case of 
saii~-fx thiu women ajmroved of their tradi¬ 
tional lot—the conser^ve Hindu response 
—or that this tradition was bankrupt—the 
view among others of Henry Derozia In all 
three instances, the official equation of tradi¬ 


tion with scripture was reprodu^. In other 
words, arguments for and agiunst social 
reform were articulated, at least in part, 
upon a peculiarly colonial construction of 
tradition. Put another wi^, official discourse 
shaped the nature of indigenous counter 
discourses in quite specific vvays. 

Finally, analysis of the official discourse 
on sati suggests a less sharp distinction than 
has hitherto been proposed between Orien¬ 
talists and Anglicists. The commonalities 
underlying th«r perspectives are significant. 
As such, the issue is raised of the extent to 
which the Antficist programme for social 
engineering was determined by Orientalist 
analysis of Indian society. 
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THba! Women in the Warli Revolt: 1945-47 

‘Class’ and ‘Gender’ in the Left Perspective 

Indni Munshi Saldanha 

The historiography of popular struggles has subsumed women under the category of 'man' thereby ensuring 
their invisibility even while creating the myth of women’s passivity. This has given rise to the belief that men 
alone were capable of militant action, of leadership, of changing the course of events and, in short, of making 
history. Women, when mentioned at all, have been portrayed as followers or supporters in these struggles. 

This article is based on a study of the Warli revolt of 1945-47 which seeks to highlight the specific nature and 
extent of participation of tribal women in the struggle. It also discusses the more general issues relating to the 
policy and programmes of the Kisan Sabha, which led the Warli struggle, and of the CPI in that period. 


THIS 1$ an attempt to highlight the role of 
adivasi/Warli women in the revolt of 
1945-47, in Thane district of Maharashtra. 
The subject and the methodology of my 
research has been inspired by the recent but 
growing feminist concern all over the world 
to reconstruct the history of human society 
from the point of view of women Feminist 
anthropologists, sociologists and historians 
are trying to give women their due as con¬ 
tributors in the development of society and 
culture ' And consciously so, because for 
long the dominant male viewpoint has not 
only glossed over the role of women but ef¬ 
fectively relegated them to the backstage of 
history The sentiment is expressed by 
Suzanne Keller, “For much of the recorded 
history women have been something of a 
silent, even an invisible, majonty Indispen¬ 
sable yet taken for granted, they have been 
featured more as audiences and accessories 
to men than as independent actors on the 
historical stage Not that this selective por 
trayal has shown them as altogether power¬ 
less, on the contrary, as mothers, wives, 
mistresses and muses, women have been 
celebrated and idolised, held in awe as well 
as feared Women’s invisibility was thus a 
matter not so much of fact but of perspec¬ 
tive, an androcentric perspective, which 
distorted the presumed capacities of each sex 
in complicated ways!’^ 

This IS particularly evident in the historio¬ 
graphy of popular Struggles which, on the 
one hand, subsumed women under the 
category of ‘man’ thereby ensuring their in¬ 
visibility, and created the myth of women’s 
passivity, on the other. It gave rise to the 
belief that men alone were capable of mili¬ 
tant action, of leadership, of changing the 
course of events, in short, of making history 
Deprived of initiative and courage, women 
actors were portrayed, at best, as followers 
in historical treatises. 

However, occasional references, casual 
remarks and folk tales and folk songs do 
provide some clues to the militancy and 
valour displayed by women in their Hght 
against injustice and oppression. Women 
social scientists are engaged in the arduops 
task of building upon such scattered bits of 
information and not without success. In¬ 
creasing evidence of women’s active par- 


trcipation in the political processes of dif¬ 
ferent societies at different times is further 
proof ol the male predilection in the repre¬ 
sentation ot historical facts ^ 
in India women emerged as an important 
force in support of the national movement 
under the leadership of Oandhi Women’s 
organisations spiang up all over the coun¬ 
try with a view to further women’s cause as 
well as that of the country’s independence ^ 
But even more impressive were the militant 
struggles ol the tribal women (and men) 
against exploitation and oppression of the 
colonial government as well as that of the 
landlord iiadci lorest contractor 
While wiittcn histones of peasant/tribal 
struggles are few, most ot those available 
having been produced in the last two 
decades, they clearly display the male 
perspective One finds little mention, at best 
some casual remarks about the nature and 
extent of women’s participation in these 
struggles Very tew insights into the specific 
problems of women, their style of struggle, 
their fcais and aspirations are offered in 
these accounts In general such writings lack 
sensitivity to the significance and specificity 
ot women’s coiitiibution to the viruses The 
deficiency, in my opinion, stems from the 
fact that, first, women are not recognised as 
a distinct group Second, they are seen, by 
and large, as followers or supporters and not 
the mam actors in a struggle This colours 
the view of government official, administra¬ 
tor, and social scientist, who present ‘facts’ 
from a particular perspective This perspec¬ 
tive may however, hold even among the 
organisers or leaders of the group, given that 
very often leadership is provided by men 
in an attempt to overcome the deficiency, 
the present study seeks to highlight the 
specific nature of V^rli women’s participa¬ 
tion in the Warli struggle of 1945-47, led by 
the Ktsan Sabha (KS) of the Communist 
Party of India (CPI). One major difficulty 
in carrying out the exercise stems from the 
paucity of information pertaining speafical- 
ly to women’s role in the struggle Neither 
the government reports, nor the newspapers, 
nor even the documents of the KS give an 
adequate account of the same Part ot the 
difficulty arises from the fact that KS did 
not view women’s participation with any 
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special interest, but only as part of the class 
struggle waged by the tribals against their 
exploiter, the landlord-trader I will elaborate 
this later in the report 

I have relied both on secondary and 
primary sources for my study and have tried 
to reconstruct th? story of Warli women’s 
struggle against exploitation and oppression 
from the scattered bits of evidence available 
primarily from newspapers of the time, jour¬ 
nals and documents of the KS and from 
government reports Published accounts of 
the struggle by Godavari Parulekar and 
Shamrao Parulekar have been of immense 
value Despite best efforts, however, access 
to an important source of information, 
police records, was denied by the government 
authorities for reasons best known to them. 
Interviews with KS leaders who were directly 
or indirectly involved in the struggle provid¬ 
ed rich insights into the leaders’ perceptions 
of the movement Unfortunately some of 
them are no more, while some othcis have 
moved away from the KS and the Party, and 
thcielore not easily available 

Interviews with a few survivors of the 
struggle, both men and women, provided the 
actors’ perspective to the struggle My own 
experience has strengthened my belief that 
anv exercise of the present kind must, when¬ 
ever possible, try to gather the experiences 
of the actors themselves, their perceptions, 
motives, feelings and apprehensions. There 
are, of course, problems involved, the least 
of which IS lapses of memory on the part 
of the actors. More important is the fact that 
perceptions of the actors may reflect and 
represent to a large extent, the perceptions 
of their leaders 

The purpose of the study apart frcrni high¬ 
lighting the role of Warli women in the strug¬ 
gle is, precisely, to understand and critically 
evaluate the KS’s perception of the women’s 
role in the struggle in the larger context of 
the CPI’s perception of women’s role in 
social/political movements, and its 
understanding of women’s question in 
general. 

The report is organised in three sections. 
The first section provides a brief overview 
of the socio-economic condition of the 
W^rhs in Thane district in the 40s with 
special emphasis on the specific forms of 
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*%Oinen’s oppression in the region The 
^gecond section describes the nature and ex¬ 
tent of Wu-li women’s participation in the 
struggle of 1945-47 under the leadership of 
KS, the issues that were involved and the 
gains that resulted from it Section three 
discusses more general issues relating to KS’s 
and CPI’s policy and programme on the 
women’s question. 

Before closing the introduction, one dari- 
flcation is necessary While highlighting the 
fact that women have played an active nde 
in popular struggles, it is not suggested 
either, that they have been in the leadership 
posinon, or that they have alwgys succeeded 
in achieving equality and freed^ from op¬ 
pression as a result of struggle: The purpose 
was only to emphasise that iiLicality women 
have been as militant and active as men in 
social/potitical movements and if this part 
of history has been blacked out it is because 
the androcentric perspective has been domi¬ 
nant Questions such as, why women did not 
nse to leadership position and what its im- 
pbeations were; whether they were able to 
achieve equably and end all forms of oppres¬ 
sion as a result of struggle and if not, why 
not, are relevant and are discussed directly 
or'indiiectly in the following pages. 

I 

Socio*«conoinic Condition 
of the Adivaais in 1940a 

When the British took over Thana in 1818, 
the district had already experienced the rule 
of Hindus, Muslims, Marathas and Por¬ 
tuguese. The British were faced with two 
pnnapal problems in Thana: a confusing 
variety of land revenue systems on the one 
hand, and “gang robberies’’ by the tribals, 
who practised shifting cultivation and were 
not governed by any regular revenue system, 
on the other The Bntish, therefore^ set 
themselves the task of suppressing “gang 
robberies’’ as well as evolving a umform land 
settlement for the district as a whole. 

As part of the pobey of settling the tribes 
the British abolished various taxes on hill 
cultivation and reduced the rate of assess¬ 
ment on tribal land.’ The policy was deem- 
- ed necessary not only from the point of view 
of “law and order" problem, but also in con¬ 
sideration of the additional source of 
revenue that would open out if the tribes, 
nearly 45 per cent of the total population 
Of tlw district m 1872,* settled down to 
cultivate hilly regions. By 1858 the 'dalhi’ or 
’ shifting cultivation had been almost com- 
\ Ideteiy stopped.’ By the time of the com- 
^l^etion of the revenue survey in 1866, the 
^jhstrict was. by and large, under a uniform 
l,seitlement system. A survey tenure of owner- 
pridp was introduced, with power to tnnsta; 
Mmbjected to a fixed cash rent, Uabte to revl- 
^jfon at the end of thirty years. Special 



privileges were granted to the tribals. 

tiiven the lack of adequate agricultural 
implements, poor quality of soil, frequent 
droughts, as well as rigid cash revenue 
demand, the adivasi was compelled to turn 
to the moneylender for seed and consump¬ 
tion loans at well as loans to pay revenue 
to the government. The moneylenders on 
whom the a^Hvati grew incteai^y dqien- 
dent were tohmins and Mgiathot, Oujarat 
and Marwar Vanis who hid emered Thana 
at diffomit potnu of time. Pstsis too, 
engaged in usury. The settled in the 
remotest villages of the district and carried 
on monpylendiiig at sudi ewxrbitant rates of 
interest that the borrower invariably ended 
up selling all his property, movable and im¬ 
movable; in order to payback the origbial 
sum and the interest on it The moneylender, 
though not a product of the British rule, 
acquired gfoat power over his debtor during 
British rule because right of alienation of 
land was recognised in the law couru. 
'nansformation of adivari cultivators into 
tenants attended the process of alienation 
of land from the adivasi to the non-adivasi 
outsiders. Many adtvasls leased in land on 
the half share or ardhe! or on contract or 
khomf basis from the Ug landlords, general¬ 
ly Brahmins, Prabhus and some Kunbis.* 
Commercialisation of agriculture in the 
district as well as Presidency, aided this pro¬ 
cess. Rice, grass and Umber rose in value as 
demand for these Increased with the growth 
and expansion of BombiV city. More and 
more cultivable land was brought under rice 
and grass cultivation. The introduction of 
the first railway line from Bombmi to Thane 
in 1853 gave a boost to trade 
What hit the hUl tribes ofThana hardest 
was the ‘forest conservation policy’ of the 
government. By mid-nineteenth century, 
commercial contractors became an impor- 
uun link between the fon« wd towns. Ttiese 
contractors took forests on contncU for a 
specified period of time and employed day 
labourers, primarily adivaiis; on bdow st^ 
sistence, wages for gathmdag timber and 
other forest products. Alternatively, they 
bought wood from the government timber 
depott for resale in tovras. In both systems, 
they wme known cd be ruthless in their 
dealings. The government woke up‘ to the 
havoc caused by the merchants which had 
resulted in an alarming rate of deforestation 
and set about, after 1850, to curb tiw rights of 
the merchants and the local population. The 
shrewd meithants, the Konfcan Mosalmans, 
the Oujanit and Marwar 'Muds, Pants and 
Brahmins, discovered wayi of esemnog the 
government rules r^arAng the fomt pro¬ 
ducts, primariiy timhen* 

By im.^rhenmelkMestlbatwid passed, 
nemiy diOMdi atna a# 
inthided in tha fotmti ofqgMrdtke^^ 
the other, and this amounted to needy 50 


per cent of the forest areas of the dktrtet'® 

Several orders were Issued in the lubiequant 

years with the ohfect of preventing the use 
of timber and firewood for agricultural and 
domestic purposes, with little regard for 
custom which granted the peofde the right 
to use forest produce unrestrictedly from 
generation to generation. “ 

Many landlords and moneylenders 
enhanced their status as forest omtiBctors 
and timber merchants and acquired greater 
power and comrol over their tmtants and 
labourers. They expiohed the labourers, 
generally adivasis, engaged in telling trees, 
clearing jungles and preparing charcoal. 
Conuneieialisanon of agricultural and forest 
products, therefore; meant large profits for 
the landloid-moneylender-trader As the 
value of these items rose; it meant increased 
land and forest revenue demands for the 
government j'ustified by the commercialisa¬ 
tion and increase of area under cash crops. 
Fbr the adivasis, who called themselves the 
‘kings of forests, and hills’ (Janglache raje, 
dongrache raje) not so long ago, it meant 
increased exploitation, poverty, and discon¬ 
tent.'* IHbals had been, by and large, 
masters of the soil though bondage to high 
caste villagers, Panderpeshas did exist when 
the British entered the dUtnet 
By 1940s most adivasis had been reduced 
to the position of tenants or agricultural 
labourers, bonded to the landlord-money- 
lender in one way or the other. The tenants, 
known as kul, all over the district were ex¬ 
pected to pay to the landlord a rent of ap- 
proximatdy half the yield. The tenant had 
to bear all the expenses for cultivation, the 
government assessment being paid by the 
land owner. The rentals, Symington, an 
English dvil servant, reported in 1939, were 
far too high and that they did not leave the 
cultivator sufficient for his livelihood even 
for half the year. '* la addition to his rent, 
the tenant had to pay back to the landlord 
his khttvtt, i e, the advance of grain made 
to him during the preceding year for his 
maintenance AU sihail tenants; almost 
ditiiout exception, had to lesort to tiiese ad¬ 
vances tince their own share of the produce 
was exhaui^ by March. 

The landlords used their power over the 
adivasis to (xact forced labow, vetft, for ai 
many days as was necessary for the former’s 
requiictncnt. Symingtpn repotted, “The 
landlords often retain lands in thrir own 
possession, and cultivate them by forced 
Irixnir. Thus at the critical period of the 
agricuttural season when the tabu brerik, 
cultivators are fiweed to be prfomt mi thek 
landlords^ fields. Work on their own rented 
fields is posipoiMidaiid their crops ntfler 
subriaatid dhOMier'* 

had to worit On vei* for eg 
mudi as a fonnhpM in a moniit. dtlwa uWl 
was requirtx^ the lawl^^ ageot went 
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around ordering one man from each family 
to work, for which the tenant was paid a 
maximum of one anna per day. A large 
number of landlords who were also forest 
contractors, forcibly employed their tenants 
on coupe work as a form of veih and paid 
them either one anna or rice barely suffi¬ 
cient for one meal. The adivasi dared not 
refuse for fear of eviction and consequent 
starvation. Not only this, Symington 
reported, “If they refuse or procrastinate 
they are liable to assaults or beatings. These 
are of common occurrence, and are usually 
carried out by the landlord’s local agent^ I 
was told on credible authority of men being 
tied up to posts and whipped .. There are 
also rumours of men in the past having been 
killed!’Occasionally when a particular 
landlord became too oppressive, the tenant 
would, along with his cattle and few belong¬ 
ings run away to another village, only to fmd 
another oppressor there. As an extreme step, 
the act was probably significant as an in¬ 
effectual expression of defiance. 

An interesting point made by Brahme and 
Upadhyaya pertains to the laziness for which 
adivasis were and are often accused. They see 
it “as a deliberate weapon that is used to 
preserve materially, one’s labour power, and 
ideologically, one’s self respect’’, given the 
social relations of production prevalent at 
that time. “In a sense”, they elaborate, 
“laziness, lack of ambition, unintelligent 
minds, the lack of desire, represent 
aspects and instances of the most elemental 
form of class struggle!’’* 

Many an adivasi pledged his labour to the 
landlord-moneylender in return for a small 
loan of either grain or cash. Life long ser¬ 
vitude, sometime for generations was the 
fate of those adivasis whose marriage ex¬ 
penses were paid by the landlord-money¬ 
lender. The meagre amount paid to the 
lagnagadi (marriage servant) and the 
dishonesty of the landlord made it impossi¬ 
ble, in most cases, for the lagnagadi to repay 
the loan and to free himself from the bon¬ 
dage The lagnagadi’s wife and children 
naturally became the slaves of the landlord. 

Warli Women; Class exploitation 
AND gender Oppression 

The adivasi women, along with the men, 
suffered the exploitation of their class. They 
had to perform veih for the landlord. In¬ 
cidents like the following were a common 
feature. An old woman, because she was too 
ill to do veih, was dragged to the landlord’s 
house, and forced to work till she fainted. 
Another young woman who had recently 
delivered a baby was beaten by the landlord 
because she had not turned up for work.'^ 
Godavari Parulekar, the much-loved Com¬ 
munist leader of the Whrli struggle, has 
recorded these incidents poignantly in her 
book, “Adivasis Revolt’’. 


The wife of lagnagadi, along with her hus¬ 
band, would have to slog for the master. 

Married couple had to do many kinds of 
chores... They would sweep the house and 
yard, sprinkle water to settle the dust, clear 
the utensils, wash the clothes, draw the day’s 
requiiemem of water from the well, help in 
the preparation of meals, and sometimes 
even do the cooking, clean up after meals, 
pound and grind corn, clean the cattleshed, 
milk the cattle; light the lantern at dusk, look 
after the horse-carnage, give the horses their 
food and water, press the master’s body for 
him, carry whatever loads the master chose 
to send with them over distances of ten miles 
and more, run behind their master's horse 
for miles when he went out for a ride. 
They did all these chores without 
remuneration.'* 

The landlords considered their tenants' 
wives and the wives of their marriage ser¬ 
vants to be their personal property. They 
believed that they had the hereditary right 
to enjoy these women whenever they wish¬ 
ed to do so.” The landlord often used her 
as his mistress and “for entertaining his of¬ 
ficial and non-official guests’’.^ Violation 
of adivasi women by the landlords was so 
common that the progeny was given a 
special name. They were called ’watlas’, a 
special caste. 

"Some of the landlords allowed husband 
and wife {lagnagadi) to remain together in 
one place, while others separated them, sen¬ 
ding the man to work in the town house and 
keeping the woman in the farm-house. Such 
separation brought the couple to tears, 
especially since they knew the purpose 
behind this stratagem. By separating the 
woman from the man, the landlord ensured 
that he could enjoy her whenever he wished 
without hindrance!’’^ 

Violence used by the landlord-trader on 
the adivasi women as an exercise of authority 
and domination not only kept the adivasis 
under constant fear but also grievously in¬ 
jured their pride. The feeling of humiliation 
and helplessness to protect their womenfolk 
shattered the confidence and self-respect of 
the adivasis who often sought shelter behind 
the cover of silence The following incident 
reported by Godavari Parulekar in her book 
is a case in point. 

I was told of another incident where a 
brother of an adivasi by name Janu was 
buried alive. Janu’s brother’s wife was a 
good-looking woman. One night, when the 
husband was away, the landlord sent for her. 
Guessing the reason for being called, she 
refused to ga There was an altercation. The 
noice brought out the neighbouring AMulis. 
They stood around watching helplessly while 
the woman was digged off to the landlord’s 
house as they did not dare oppose When she 
had gone they heaved sighs of relief and 
returned to ttor huts with lowered heads. 
Such incidents were a regular feature in their 
lives. On his return the next day the woman’s 
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husband heard the whole story. He was a 
spirited fellow. He gathered the village elders 
of the tribe, elected leaders (karbharis) of the 
tribe and panch of the tribes together and 
made a noise about the affair. When the 
landlord heard of this, he dragged away the 
wife before the very eyes of the husband. A 
loud altercation and violent scuffle followed, 
but the Warlis could do nothing. Then to 
counter the action the landlord had a ditch 
dug in the ground and buried the VArli alive 
in It. Janu, his brother was threatened with 
dire consequences if he allowed a single word 
about his brother’s fate to escape him . 
Janu fled from the village. So did his 
brother’s wife. Everybody in the village was 
scared into silence 

The helplessness of the adivasis to escape 
from the situation is clear in the following 
conversation between Godavari Parulekar 
and the adivasis. 

I used to ask these marriage servants. “How 
can you just stand by and allow your wife’s 
honour to be violated? Why don’t you run 
away?” Their reply to such queries was, 
“Where can we run to, Bai? They will only 
beat us up and bring us back!’** 

The two agencies which helped the 
landlords to keep thousands of Warlis in 
subjection were the local government of¬ 
ficers and the-privately employed pathans 
and bhaiyyai^^ who terrorised the Warlis 
into obedience, by sexually oppressing their 
women and inflicting physical torture on 
both men and women. 

Vanshi, a sixty year old woman whom I 
interviwed, summed up the situation in the 
days before La! Bauta (Red flag of the Kisan 
Sabha) entered the region in the following 
words- 

Both men and women had to do veth. If 
anyone did not turn up for work, he or she 
was tortured, beaten and could even be burnt 
m a furnace: The lagnagadi had to work very 
hard. From the first crow of the cock till late 
in the evening men and women had to work. 
The women had no time to even feed their 
babies. The landlords used to send the hus¬ 
band away on work and call for the wife in 
the night. If she resisted she was abused and 
caned. The husband could not say anything, 
he sat with his hands tied. If he said anything 
he was caned. Women were more oppressed. 
The awans (supervisors of the landlords, 
mostly bhaiyyas and pathans, but a few 
Warlis also) too oppressed the women. Once 
a pregnant woman was raped by an ewan 
and sent back home. Her husband took her 
back and kept quiet What could he do? The 
awany women were harassed jiy the landlord 
but the awarts harassed us. 

Therefore, as far as Warli women were 
concerned, they experienced and bitterly 
resented class exploitation as also gender op¬ 
pression. Sexual harassment and violence 
was the main component of gender oppres¬ 
sion perpetuated 1^ the non-adivasi landlord 
and his musclemen and by the non-adivasi 
petty government officials like the talati, 
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(village level revenue official) police and 
forest guard. 

W^tfli women were; however, also oppress¬ 
ed by their own men and the community as 
a whole and this was an important aspect 
of their oppression as women—gender op¬ 
pression. Godavari Paruiekar confirmed 
this. “Adivasi women were oppressed by their 
own men. They would drink and beat their 
wives. B:it women did not talk about this. 
The more important was the landlord’s op¬ 
pression.”^* I will discuss this statement 
later. 

An extreme form of oppression which was 
a reflection of the community’s attitude 
towards woman and a manifestation of her 
status in that society, was prevalence of the 
practice of ‘witch-hunting’—hAum/i in 
adivasi usage—among the Warlis. It was 
widely prevalent among the Warlis in the 40s 
and continues to occur, though less frequent¬ 
ly, even now. 

A witch or a bhutali is a woman who has 
acquired special evil powers by which she can 
do harm to others. They are believed to 
possess extraordinary powers by which they 
can instantly put a person to death. Evil 
charms uttered by them may affect the 
victim despite the distance. Warlis have faith 
in the power of the bhutali to cause sickness 
or death or any other kind of harm. 

A bhagat (priest-cum-medicine man) is 
the greatest enemy of a bhutali, for he alone 
can undo what the bhutali had done. When 
the whole community is determined to iden¬ 
tify the source of trouble—Mum/i, the 
bhagat has all the women of the pada (set¬ 
tlement) lined up. If a brass statue of Atn- 
chshiriya (the five-headed god) is found with 
one of them she is recognised as a witch 
because the statue is used to bring evil on 
the witch’s enemy.' After that the bhagat 
takes a vati (a small metal bowl) and places 
it upside down. The vati moves towards the 
woman who is a witch and falls on her feet. 
Once the woman is known to be a witch, she 
is mercilessely beaten by all the people, 
sometimes to death.^^ Women too abuse 
the bhutali. 

The following story about the creation of 
bhutali shows the attitude of the Warlis 
towards women: god sends diseases to man¬ 
kind by which creatures in this world die. 
He was afraid that people would not call him 
kind and good if they came to know that 
he was responsible for sending miseries to 
the world. They would curse him. In order 
to avoid blame, god created bhutali so that 
people attributed their sickness and miseries 
to her. God also desired that a bhutali should 
be easily marked out and wanted her to have 
horns on her head. But the idea had to be 
dropped since it turned ^ut that the very 
mother of god was a K J Save 

rightly points ctui that the story may not be 
taken literalft^ suggest that god’s mother 
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was a witch, but to mean that any woman, 
however good natured she may appear out¬ 
wardly, may be a witch. It also implies that 
the whole womankind is therefore suspect 
and any woman is a potential witch and 
therefore untrustworthy and dangerous.’* 
The chief function of the bhagat is to detect 
witches and devise means of getting rid of 
them. Both try to outwit each other. While 
bhagat is an enemy of the witches, the wit¬ 
ches try to hinder the work of bhagats. As 
a matter of fact, during the period of train¬ 
ing for bhagathood, the bhagat shuns any 
contact with women lest they should turn 
out to be witches and usurp his (tower. 

The tension between man and women for 
power as reflected in the .struggle between 
bhutali and bhagat for domination and the 
establishment of the bhagat as the symbol 
of the good, the more powerful, appears in 
the kansari song (the song of the corn god¬ 
dess) of the Warlis. It depicts the ceaseless 
conflict between the dark naked goddess 
kansari and the gods, notable among them, 
Indra. In one version of the song the mother 
earth is humiliated by the gods because she 
is dark and ugly and they tire of her. They 
soon find, however, that without her they are 
reduced to starvation. Subsequently kansari 
is cha.scd by one of the gods, Narandev, who 
succeeds in bringing back five drops of her 
blood. He returns it to the black farmer who 
he feels would take better care of the corn. 
In the other version there is a persistent la¬ 
ment about the loss of kansari who is con¬ 
stantly in rage with both the farmer and the 
gods, but more with the gods, particularly 
Indra. 

The Warlis lament they being abandoned 
by the mother goddess: 

Kansari the great mother has abandoned us. 
\Xbter was let loose (from the field), the field 
dried up.’® 

But the superiority of male god, Narandev, 
over mother goddess, Kansari is well 
established. In songs sung during, the new 
rice ceremony (nava bhat) Narandev is 
shown to be the supreme god. 

An assembly is held at the court of Kanu 
mother. But Narandev manages everything. 
In the front yard of Kansari is held an 
assembly. But Narandev manages every¬ 
thing.-” 

To return to the discussion on bhutali, it 
is obvious that the Warlis display some am¬ 
bivalence towards vramen, seeing her at once 
as mother, the mother earth, inspired by the 
powerful mother goddess cult, who yields 
forth and nurtures and sustains all of 
mankind, as well as bhutali, the evil which 
causes disease, decay and death. The latter 
conception Is, in my opinion, stronger in that 
it dictates Wkrlis’ treatment of woman, caus¬ 
ing much violence and pain to her while the 
former remains at the level of rituals and an 
ideology which may have dominated at one 


time but which has been weakened over a 
long period. 

Witch-hunting is, as I said earlier, an ex¬ 
treme form of oppression of women in Warli 
society, where, contrary to popular belief, 
women do not enjoy an equal status with 
men. even though they participate equally 
in production activity. This was the situa¬ 
tion in the 40s and continues, tvith minor 
difference even today. Important manifesta¬ 
tions of their low status are their lack of 
rights to participate in two crucial areas of 
the community’s life, i e, political and ritual 
activities. The relative freedom enjoyed by 
a Warli woman to. move about, to select her 
partner, to divorce, to remarry, to sing and 
dance and drink along with men is offset by 
her subordination in other important 
spheres. 

She is debarred from participating in the 
entire cycle of magico-religious ceremonies. 
She is not permitted to enter the precincts 
of the Raval, training school for bhagats, 
for fear of causing spiritual destruction of 
the bhagat. A woman cannot conduct the 
propitiation ceremony of even the household 
gods, though she may attend the ceremony. 
On Diwali, for erample, when the household 
gods are taken out and worshipped, the 
women of the house are not permitted to 
touch or handle the images of god. Women 
arc considered impure and menstruation is 
seen to be an outlet of her sins. ‘‘Though 
a woman in menses is regarded impure, the 
Warlis think it to be a great power hidden 
in her inasmuch as she regularly gets menses 
and washes away her sins!’” Particular care 
is taken that no woman in her menses even 
casts her shadow on the images of gods. She 
does not participate in the pooja of the Vagh 
dev (tiger god), an important occasion in the 
village for it is Vagh dev who protects the 
village from external dangers. She does not 
cook the sacrificial meat, nor can she par¬ 
take of it. Nor can she cook and serve a 
guest, a duty performed only by the men. 

The two occasions on which women do 
play an important role are the feast of Kan¬ 
sari and the celebration of a wedding. No 
marriage can take place without painting the 
marriage goddess paighat, the central motif 
of ti,e paintings (the ehaukhaf), who is the 
patron deity of marriage. The chaukhat is 
drawn by sahvasini or married woman 
whose husband is still alive for she is meant 
to evoke fertility. More important, the mar¬ 
riage priestess are women called dhavaleri 
who recite the ritual songs on various occa¬ 
sions during the course of the wedding. They 
are elderly women, very much respected.’’ 

In the 1940s >K^li women were effectively 
excluded from participating in the regula¬ 
tion of the politico-social affairs of the 
village. The council of panchas, generally 
bhagats and senior men, were accepted as 
guthorities on tribal matters. They settled 
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social disputes which affected the interest 
of the tribe. These pertained mainly to 
marital disruptions, divorces, abductions or 
adultery. The decision of the panchas was 
final. Though the judgment of the panchas 
might be impartial, the laws of mortdity were 
stricter for women. While pol^amy was per¬ 
mitted and quite common, no case of 
polyandry was heard.While divorce was 
granted relatively easily to either partner, a 
woman who divorced her husband was 
looked upon by others as a woman of “light 
character and loose morals”. Above all, 
Warli women did not, and still do not, enjoy 
the right to own land.” 

To sum up, as part of the tenant-cultivator 
and labour class, Warli women bore the 
brunt of high rent and interest, physical 
violence and inhuman cruelty inflicted by 
the landlord-trader-moneylender and his 
musclemen. But women, in addition, suf¬ 
fered gendei oppression, as women. Oppres¬ 
sion, primarily sexual, by the members of 
the class which controlled land, trade; forest 
contracts; and humiliation and physical tor¬ 
ture as a result of the concept of bhutali and 
denial of equal rights by individual men and 
the Warli community as a whole which 
upheld patriarchal values, constituted in the 
mam the gender oppression of Warli women. 

II 

Revolt of the Warlis: Role of 
Women 

The Warli revolt was a struggle primarily 
of the Warlis, though a few other tribes, too, 
joined the struggle marginally at different 
points of time. While Oahanu and Umber- 
gaon talukas'*' in Thana district, were the 
scenes of most intense struggle, its effects 
spilled over to other talukas namely Palghar 
and Jawhar. The fact that the struggle was 
the strongest in Dahanu and Umbergaon, 
where Warlis formed 55 per cent of the total 
population, gave it a distinctly Warli iden¬ 
tity. In 1941, the V^rlis also fonned 48.5 per 
cent of the adivasis in the district. 

The revolt was led by the Kisan Sabha and 
two names, among others, inextricably link¬ 
ed with the struggle are those of Godavari 
Parulekar and her husband, Shamrao 
Parulekar. Members of the CPI, the Paru- 
lekars who came from an educated, urban 
middle class background, entered the Warli 
region in 1944 in order to mobilise the 
peasants for the first Maharashtra State 
Kisan Sabha Conference to be held in 
Titwalla in Thana district in Janoary 1945. 
As leaders, they, especially Godavari Paru¬ 
lekar, associated very closely with the 
adivasis throughout the period of the strug¬ 
gle 1945-47, giving them confidence; courage 
and political consciousness. She soend(»ied 
herself to the adivasis, that she was affec¬ 


tionately called “Godutai” (elder sister) by 
them. 

“Wfi Also fought Well” 

In the words of a Warli woman, Oevlu: 

Ixing ago the saukars and the awam harass¬ 
ed us, adivasis. The saukars demanded veth 
from us. They demanded paddy, vegetables 
and chicken, and we had to give whatever 
they asked for. Men and women were made 
to work the whole day for just a little rice 
The amris would come around, beat us and 
take us to work. Saukars needed women 
every night and good looking women were 
called by them The awaris were bhatyyas 
and few iMirlis. 1 hey worked as mukaddams 
for the saukar and they beat us. They also 
harassed women The husband could not do 
anything. He kept quiet. If he said anything, 
he was beaten There was no peace for us, 
no peace for our animals. There was a lot 
of oppression at ihat time It was veiy bad 
Then Oodutai came. She had a meeting in 
Titwalla. Some men and women went to Tit¬ 
walla. We told Godutai about the oppression 
by saukar We told her about vein. We told 
her ‘Do something’. There was a strike. All 
stopped work No veth, no work for the 
saukar Women stopped work. There was a 
meeting at Zari Many women went to the 
meeting with small children. Women did not 
give speeches but women spoke to Godutai 
about the oppression by saukar and awans 
Many men were arrested at that time Women 
were alone. The struggle had started. Many 
men hid in the forest. Women stayed together 
in the village. Police used to come asking for 
men. The women used to tell the police that 
the men had gone to work. When any La! 
Bauta (Red flag) person came, he was given 
food. Police used to come to arrest. Women, 
too, used to go to the forest No one was 
found at home They used to come home in 
the morning. Sometimes when the police 
came looking (br some persons, women 
would hide them in the house. Women and 
children would go out with sticks and 
threaten the police and the oworis. If one per¬ 
son was caught, all the women of the pada 
would go and attack the police or the awan. 
We fought well We beat the awaris The 
saukars ran away to Sanjan. 

“We also fought well”, reiterated Devlu, 
approximately seventy years old, with a great 
deal of enthusiasm and pride. More ar¬ 
ticulate and vivacious than her husband, she 
occasionally turned to him for confirmation 
of certain facts, as though to convince us 
that her narration was not exaggerated. She 
acted out for us the way the awaris drove 
them to work, kicked them and abused 
them, and the way, they, in turn, chased the 
police and the awaris. She became 
transformed as she relieved the experiences 
of the past. The moist shining eyes in the 
old wrinkled face, the thin arms and legs 
which moved with tremendous power con¬ 
veyed to us the strength of the movement. 
She became the symbol of that collective 
strength, for the moment. 


Another woman spoke proudly about how 
the women confronted the police. 

Women went along with Goduui. They 
spoke at meetings about their oppression. 
Women spoke at meetings and told other 
women to join the struggle Women were not 
afraid. When the police came looking for 
men, women would hide them in the house 
and go out and tell the police “Go away, no 
one IS at home!’ The police would threaten 
the women and ask them where the men were 
hiding. Women used to reply, “take me away 
but 1 will not tell you where the men are” 
We were taught by Godutai not to give any 
information to the police Women faced the 
police fearlessly We showed the police lathis 
and told them, 'you have your guns, these 
arc our guns You used to oppress us, use 
force on us but now we are stronger than you! 
We were ready to fight with our lathis. We 
had guns made out of wood. These looked 
like real guns from far We used to frighten 
the police with these guns. Police were afraid. 
Sometimes many women used to chase the 
police out of the pada. When men were 
hiding in the forest, women used to take food 
and water for them in small baskets, covered 
with dry cowdung so that no one could see 
what we weie carrying. We were not afraid. 
Godutai had seciet meetings ,ii the forest and 
many women used to attend these meetings. 
All the women joined the struggle. 

The first conference of the Maharashtra 
State Kisan Sabha held in January 1945 at 
T itwalla in Kalyan taluka in Thana district 
was attended by nearly 10,000 peasants. 
IVenty or thirty adivasis attended the con¬ 
ference. Inspired by the atmosphere, one of 
the Watlis spoke passionately of how they 
had suffered under the labour system, 
“ but the Warlis will not put up with 
persccuuon”, he concluded. ■*'’ They heard the 
slogan, “Down with forced labour” for the 
first time at the conference. At the end of 
the conference, the adivasis picked up a few 
red flags on their way home. They were 
transformed by the conference. They spon¬ 
taneously went from village to village with 
red flags, shouting the slogan “Down with 
forced labour”. The landlords increased their 
oppression in response to the adivasis 
demand, and Godavari and Shamrao 
Paiulekar, decided to call another conference 
at Zari in Umbergaon taluka on May 23, 
1945 

Nearly 5,000 Warlis- attended the con¬ 
ference, of which approximately 500 were 
women. “From the villages of Zari and 
Hersone, near the site of the conference; 
almost every man, woman and child attend¬ 
ed. More than 500 women came, many with 
babes in their arms. A group of 15 women 
had come from Kochai village, twelve miles 
away?”* Shamrao Parulekar’s speech had a 
tremendous impact on the Warlis and they 
returned to their villages shouting “Bury 
vethbigar. Abolish vethil’ The landlord’s 
threat of not giving khavti loan (consump- 
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'' .tkm loan of grains given during March-June 
< ;■« exorbitant rate of interest) did not deter 
^ the adivasis from their resolve not to work 
for the landlord without wages. In the 
following May, when the season for farm 
work set in, the Warlis collectively refused 
, to do velhi. The landlords were forced to pay 
'-'wages. 

■' Women led the processions. They would 
.. come singing to the conference. Young girls 
of 14 or IS composed songs depicting their 
condition and their struggle. Though diffl* 
dent, they would come on the dais and sing 
' these songs, 

reponed Tara Reddy who came into contact 
with the Communist Party during the Wsrli 
• struggle. As a young girl she visited Thana 
^ district in 1945 and worked among the 
Warlis for a year or so.^’ 

In September 1945 before the Kisan Sabha 
Amoved on to Dahanu taluka the adivasis 
[ there, drawing inspiration from the struggle 
.;.|ii Umbergaon, launched a similar agitation 
" on their own in Dahanu Ihluka. Meetings 
Cweie dalled and they were attended by 
^'thousands of adivasis. A historic march 
^[ from Narpad village on the coast to Kosbad 
hill in Dahanu was one of the highlights of 
^{tbe mass spontaneity in the taluka. Some fif- 
' -teen to twenty thousand adivasis armed with 
^^Sdcks gathered at Narpad to doiounce forc- 
labour and to demand wages for agri- 
ji^tural work. They were led by a Kisan 
■VSptbha representative to Kosbad hill.^ 

A realisation of the collective strength of 
the adivasis to change the oppressive prac- 
^,:tices manifested itself yet again in their at- 
I' tempt to abolish the system of lagnagadi. 
The scheme for libemting marriage servants 
was conceived and executed in its entirety by 
the adivasis themselves. Kisan Sabha cannot 
claim credit for it. They looked upon the 
whole agitation of the Red Flag as the libera¬ 
tion movement of which the freeing of mar¬ 
riage servants became an important part. 

. They called meetings attended by thousands 
of people. A decision to liberate marriage 
; servants was taken; the entire lot of people 
present at the meeting was divided into four 
sections. These four sections took out pro¬ 
cessions in four different directions, visiting 
all the landlords’ houses. The procession 
' would step in front of each house shouting 
the slogan ’Sudkamadka jho, sutun pad', 
which translated literally means, "pick up 
your scrap of cloth and your earthen pot, get 
free and join us”. The marriage servants’ 
belongings consisted only of the cloth they 
X wore and earthen pot or two. They were 
asked to gather it and get out. ’Get free from 
slavery'was the call to marriage servants. As 
soon as they heard this slogan, they and their 
' wives promptly left the house and mingled 
. with the processions. For three days these 
processions walked through the villages, free- 
; ihg hundreds of marriage servants.^' 

According to Oodavari Parulekar women 



were first to respond when the call for libera¬ 
tion was given. 

When groups of adivasis went around 
villages asking the gadis to come out, women 
were first to join them. They stood outside 
the landlords' houses to see how they manag¬ 
ed without them. They were amused by the 
fact that no work got done in landlords’ 
houses. They wept with joy because they were 
at last free.^ 

Ahiiya Rangnekar, an important Com¬ 
munist leader, who visited the area for 
demonstrations, meetings and campaigns 
during the period of the struggle reported 
that freedom from lagnagadi came as a big 
relief to women. “They spoke at meetings 
and said ‘Our chains are gone*. One woman 
said ‘now I can put my child to my breast', 
another said 'I can now live with my hus¬ 
band and have a family'.*’ Another woman 
summed up the feelings in these words “we 
have escai^ from hell”.** 

In October 1945 the Kisan Sabha took up 
the demand for increase in wages for grass 
cutting. Though the landlords were making 
huge profits from the sale of grass to dairies 
in Bombay, especially during the Second 
World War, the labourers’ wages still remain¬ 
ed two to four annas. Most of the grass was 
cut under the forced labour system. The 
adivasis demanded Rs 2.50 for cutting 500 
lbs of grass in the jungles and Rs 3 in the 
coastal area. The refusal of the landlords- 
traders led to a total strike in Umbergaon 
and Dahanu talukas. The landlords tried 
their best to break the strikers’ unity, fail¬ 
ing which, they resorted to a devious method 
to defeat the adivasis. 

Many Kisan Sabha meetings had been 
held in Ihlwada village in Umbergaon 
taluka. Using this fact as a basis, the 
landlords spread a rumour at night on 
October 10, 1945 that Bai (Godavari Paru- 
lekar) had called a meeting at midnight at 
Iklwada village, and ruffians had been hired 
by the landlords to break up the meeting. 
Bai’s life, therefore, was in danger. The Red 
Flag had ordered all the adivasis to be pre¬ 
sent at the meeting with whatever weapons 
they could find, sickle, axe or stick, to save 
her life. The ruse worked and the naive 
Warlis fell into the trap. “Adivasis who felt 
scared to respond to the call so late at night 
were chided by their wives. ‘How can you 
stay at home when the Bai is in danger’. So 
the men left with whatever weapons they 
could lay their hands on!’*’ By midnight 
about ten thousand adivasis had gathered in 
Iklwada village. Many of them had walked 
distances of thirty to forty miles.** The 
landlords at the same time, informed the 
police about the assembly of thousands of 
armed adivasis, and demanded protection. 
The police superintendent arrived on the 
scene with his retinue, they climbed on top 
of the police van and opened Hre on the in¬ 


nocent adivasis. Five adivasis died and hun¬ 
dreds of adivasis along with their children 
were injured.*’ 

Police repression increased after the inci¬ 
dent of. firing on October 10 and 11. On 
October 15, 1945, Godavari and Shamrao 
Parulekar and a few others were externed 
from the district, with a view to crush the 
struggle. The police, aided by landlords, ter¬ 
rorised the adivasis. They were mercilessly 
beaten, their women molested and many 
were arrested. 

Devji Roopji Psthera had a twentyyear old 
daughter named Laxmi. She was ordered to 
hand over her father's gun. When she pro¬ 
fessed innocence of the fact that her father 
had a gun at all the police picked her up by 
the scruff of her neck and dashed her to the 
ground again and again. In addition they 
threatened to ravish her. 'fhey let her go when 
she started screaming with fear. A girl call¬ 
ed Thami from Amboli village was caught 
because she used to help her father to escape 
arrest. A part of her saree was pulled off and 
she was threatened with rape. They also 
threatened to thrust the butt of a gun up her 
body.** 

But the Warlis remained firm, and refus¬ 
ed to cut grass till the externment orders were 
rescinded and those who were arrested, 
released. Finally the government was forced 
to withdraw the externment orders and 
release everyone. Under pressure of time, 
landlords agreed to pay the wage demand¬ 
ed by the adivasis in order to have the grass 
cut before it dried up and lost its value. The 
adivasis had won another victory. 

On January 21, 1946, Kisan Sabha called 
a public meeting of peasants from Umber¬ 
gaon and Dahanu talukas at Mahalaxmi 
village in Dahanu taluka. About 15,000 
adivasis from Dahanu, Umbergaon, Palghar 
and Jawhar attended the meeting. TWo 
major resolutions were passed. 

It was customary that the landlords kept 
ail the accounts of rents that were due to 
them from the peasants. They always had 
some arrears to show which were alleged to 
be accumulated over the years. Thus each 
time a peasant paid rent (khand) he was ex¬ 
pected to pay part of these alleged arrears, 
leaving him with very little. Over and above 
this, the landlords claimed pulses, vegetables, 
mangoes, tamarind or even chicken and eggs 
from the adivasis. It was therefore decided, 
firstly, that no arrears whould be paid over 
the agreed rent of the previous three years, 
and secondly, no adivasi should give any¬ 
thing other than paddy (khand) to the 
landlord.** 

The peasants implemented these resolu¬ 
tions to the word. The adivasis themselves 
carried the agitation from Umbergaon into 
Dahanu, and thence into Palghar and 
Jawhar. 

Around September 1946, when grass cut- 
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ting and harvesting of paddy was in full 
swing, felling ot too, was going on a 
full scale. Timber and firewood business was 
flourishing at the time Though traders and 
forest contractors made millions on timber 
business, the labourers who did all the hard 
work earned about four annas a day. Most 
of the peasants, in fact, had to work under 
veihi. The Kisan Sabha demand was for a 
wage of Re 1 and 4 annas a day for forest 
work. The second demand was to claim that 
the s'ame wages that were paid for cutting 
grass in 194S must be paid in 1946. The 
landlord-trader, contractor were not willing 
to grant the demands, and in response, the 
adivasis struck work in forest and grass 
fields. Gradually, however, many landlords 
began to pay the wages demanded by the 
Kisan SabHa for cutting grass. But the forest 
workers’ strike continued. They also spon¬ 
taneously stopped plying bullock carts. Peo¬ 
ple's Age, a Communist Party newspaper, 
reported that nearly 15,000 Warlis had gone 
on a strike on the issue of wage increase for 
timber cutting.'" 

Once again police repression followed and 
fifty-five adivasis were arrested and kept 
under police custody on false charges of 
house-breaking and theft. Finally, however, 
on November 10, 1946 there was an agree¬ 
ment arrived at by the fprest contractors and 
the Kisan Sabha, mediated by the Special 
Officer for Ttibal Welfare.*' With total 
disregard for this agreement, the Congress 
provincial government declared a state of 
emergency in Thana district on November 
14,1946. About 400 adivasis were arrested, 
nearly 200 detained, and on November 21, 
all the workers of the Kisan Sabha including 
Shamrao and Godavari Parulekar were ex- 
terned.'^ The spontaneous reaction of the 
adivasis to the repression against the Kisan 
Sabha was a general strike which affected 
the entire Dahanu and Umbergaon talukas 
and swept across over 40 villages of Palghar 
taluka where 20,000 Warlis and Kolis struck 
work.** 

Ihking advantage of the emergency situa¬ 
tion and with a view to finish the struggle 
once and for all, the government sent 
military troops to break the resistance of the 
now leaderless adivasis. An advance guard 
of the Maratha Light Infantry was sent to 
Dahanu taluka. Under the pressure Of public 
opinion and the Press, the military was 
hastily withdrawn within four days. Instead, 
more than one thousand armed constables 
were placed in the villages.** Hundreds of 
adivasis were arrested, even the old and the 
ailing were not spared physical torture. 
Women especially were the object of the 
wrath of the police and the landlord's goon- 
das. They were threatened with beatings if 
their men did not report to work. One 
woman vras reported to have been raped by 
ain army man. In desperation large number 


of adivasis left their villages and fled to the 
forests.** People's Age of January 5, 1947 
reported that in one week 18 Warlis were 
arrested, some without warrants. Warrants 
against 100 more were pending. “Women 
were being molest^ and even abducted!’ 
“... On December 23, about a dozen armed 
policemen and about 30 armed goondas 
raided village Waki (in Dahanu taluka) and 
savagely beat up the women. But the Warlis 
fought back. At Borlai in Umbergaon 
taluka, the wife of Prathama Chaitya, a 
Kisan Sabha militant, replied when the 
saukars and police approached her: “Don’t 
you ever think we shall give up the Red Flag. 
Push my husband in jail for ten years if you 
like. But we ate of the Kisan Sabha. And our 
days are going to be changed. Henceforth 
do not show your face here unless you want 
to arrest me!’** 

Warli women displayed great courage in 
withstanding physical torture, molestations 
and threats of rape by the police and the 
landlord’s musclemen. An important Kisan 
Sabha activist in the region reported that 
during this period women played a very 
important role in hiding the underground 
party members. They w«e careful not to give 
any information to the police. They would 
pass a message around that the police was 
looking for a particular person and the per¬ 
son would be carefully hidden. The mothers 
and wives of party members were beaten, 
and even arrested and kept in lock ups for 
a few days by the police in order to get in¬ 
formation about their sons or husbands, but 
no woman divulged any secret. Women were 
humiliated, tortured, and even starved in the 
State Reserve Police (SRP) camps set up in 
the region. Some women are said to have 
dared the police, “Kill us. We do not care’’. 
Once a policeman went to a Warli hut in the 
night looking for an activist. The woman 
came out with a stick and said, “You can’t 
come in the night to harass a woman. 
Anyway, where is the warrant?’’** 

News of the externment of the Kisan 
Sabha leaders and the arrest of many 
adivasis spread all over the region, and the 
adivasis reacted immediately by stopping 
work. In the course of two weeks two rounds 
of firings resulted in many Warlis being 
killed and several wounded. Practically every 
village had a police party stationed in the 
compound of the saukar's house. The strike 
was, nevertheless, successful, jungle opera¬ 
tions were at a standstill, and there was no 
timber cutting, grass cutting, charcoal 
making or harvesting of paddy.** 

The strike continued as fresh police rein¬ 
forcements from Surat and Khandesh kept 
arriving in Dahanu. A system of wireless 
communication was established between the 
outlaying villages amidst hills and the police 
headquarters.** The police authorities had 
established a network of outpost covering 


a group of over 130 affected villages. Most 
adivasis from these villages had, however, 
fled to the interiors of the jungles and hills. 
They carried on their guerilla struggle from 
their hideouts. A.volunteer organisation of 
five thousand youth was also formed to pro¬ 
tect the women, children and aged left- 
behind in the villages.*" 

Many women, too, went into the jungles, 
but most stayed at home with the ^ildren 
and the aged and had to bear the brunt of 
police brutalities. As one old woman 
reported. “We used to face the police and' 
the saukar’s goondas collectively. We used 
to snatch their lathis from them and chasq 
them out of the pada (hamlet). We used to 
carry bhakris (a type of bread) to the jungle 
in samli packets and tie these packets to' 
branches of trees so that our men did not 
starve!’ 

Having had enough of police-landlord 
brutalities, the adivasis launched an offen¬ 
sive against the enemy. They took their 
revenge by destroying the orchards belong¬ 
ing to the landlords, attempted to set a Pini 
landlord on fire, destroyed the farm-houses, 
and terrorised the police and the government;' 
officials.*' Reports of “looting liquot;. 
and toddy shops", "burning haystacks’^ 
“smashing farm-houses”, and “dacoities” by, 
the adivasis kept appearing in Bombay: 

Chmiude.*^ !if 

Incidents of violence to whatever extent?-? 
they did occur, must be seen as an expresr 
sion of extreme hatred and resentment of all 
that symbolised raploitation and oppressioiu. !;|; 
grass, timber, charcoal, toddy shop, fann*'^^, ^ 
house and so on. The farm-house was vefy^,; 
often the object of adivasis' violence becausq, _ < 
it was there that many an adivasi woman waa. vi: 
humiliated and violated, and many an . ; 
adivasi man tortured and beaten into sub -1 
jection. Its destruction not only meant 10 ^;^'. ■ 
jection of landlord’s authority but also j 
confirmation of self-respect and dignity for.'| I 
the adivasis. “... as soon as the IMrlia ; 
became aware of their strength they firit'5. \ 
moved to destroy these places where their .>; 
women’s honour had been ravished", writes^ j 
Gadavari Parulekar.** ^ j 

On April S, 1947, the Chief Ministei;:i | 
B G Kher, announced the release of arrested}! ! 
adivasis and offered some concessions. In^; | 
May, almost all the Warli agiutors who wen ^I 
detained were released, the policemen posted v | 
in Dahanu, Umbergaon and Palghar talukilg" I 
were withdrawn. The externment orders'? * 
against the Parulekars were not withdrawn, j 
and they returned to Thana only in 1953Jj 5 
Once during this priod while still under-.1 
ground Godavari Parulekar made a trip to . 1 
Dahanu and Umbergaon talukas on foot, to, 1 
boost the adivasis’ morale. She met a ' | 
woman, whose son, a party member, was in’| | 
prison, who said proudly, “I am not wor- j | 
ried. The Red Flag has brought good days | 
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to us. My son is a member. I have given him 
away to the Red Flag”** 

KlSAN SABHA and the GENDER ISSUE 

“They were conscious of their oppres¬ 
sion”, remarked Godavari Parulekar in her 
interview with me. It is evident from the 
narration in the preceding pages, that they 
were acutely conscious and resentful of their 
oppression by the landlord, money-lender, 
forest contractor and their henchmen and 
later the police. And when this consciousness 
was expressed and translated into action, 
women displayed as much militancy and 
courage as their male counterparts. They 
along with their men, struggled courageous¬ 
ly against the exploiters and the police; who 
aided the former. And the leaders of the 
movement, the Kisan Sabha activists, per¬ 
ceived women’s role precisely as supportive 
—in the class struggle of the adivasi tenant/ 
labourers against the non-adivasi exploiter 
class. 

Godavari Pirulekar encouraged women to 
participate in the struggle, to attend 
meetings, to face the police and landlord 
fearlessly. Women had a voice in selecting 
local leados of the KS. Sometime they spoke 
disparagingly about a person: “He buts his 
wife, what leader will he make?” Some of 
them would speak with pride. "I will let my 
SOD be a member. I will give my only son 
for Lai BautaV*^ But they themselves were 
not members of the Lai Bauta. Only after 
1950 were they made members. Nor was 
there a separate organisation for women. “It 
was not possible at that time”, was the 
response of the Kisan Sabha leaders who 
had participated in the struggle to lesser or 
greater extent, when I asked them why 
women had not been made members or why 
was not a separate organisation of women 
formed in the course of the struggle or im¬ 
mediately after the peak period 1945-1947. 

Thra Reddy’s answer to my questions 
relates not only to the specific instance of 
Warli women in Thana, but broadly, to the 
Communist Party’s attitude to women’s 
question. 

Warli women and girls participated in the 
struggle in a big way along with their men 
There was not much difference in the level 
of political consciousness between men and 
women. But at that time woman’s issue as 
a separate issue was not discussed. The ques¬ 
tion did not arise because the pnmary issue 
was that of exploitation of adivasis. Wsmen’s 
problem was not separated from the general 
exploitation. Class issue was the main issue 
and women participated as part of a class. 
Women’s issues and class issues became one 
at that level of exploitation. Only much later 
did the Communist nmy tell them that it was 
not enough to be members of the Kisan 
Sabha, that a separate organisation of 
women was necessary. Earlier, this would not 
have made much sense to the tribals to have 


separate organisations. It would not only 
have been difficult but it might even have 
caused misunderstandings. 

The adivasis had first to be uught to be 
human beings and demand their rights as 
human beings. It was not the time to take 
up women's issues separately because the 
primary issue was freeing the tnbals from 
bondage Even when they were liberated from 
bondedness, what came to the fore was not 
woman’s issue but that of land and wages. 
The question of land affected the family as 
a whole Besides, women’s |»oblems were not 
very acute in the tribal society. TKbai women 
asked for justice from their own social/legal 
institutions. Divorce; for example was 
relatively easier for the tribal women. Of 
course tribal community could also be 
repressive I did not make an attempt to 
understand their soaal or family system 
because of my own immaturity but also 
because the struggle was our primary con¬ 
cern Kisan Sabha did take up the issue of 
sexual exploitation of women landlord but 
as an instrument of exploitation just as men 
were beaten and tortured, sometimes to 
death, by landlords. So the issue was impor¬ 
tant as an issue of geneml exploitation 
against which both men and women fought 
When talking to me Godavari Parulekar 
too recognised the fact that: 

Adivasi women svere oppressed by their 
own men. They would drink and beat their 
wives. Women did not talk about this oppres¬ 
sion, the more important was the landlord’s 
oppression. Even then I used to ask men not 
to drink and beat their wives. Women 
threatened to report them to the Lai Bauta. 
We did take up the issue of women’s oppres¬ 
sion by the landlords aiul their goondas, and 
organised men and women to fight against 
it. I used to tell the adivasis not to practice 
bhutali. I used to laugh at the bhagats and 
ask the adivasis why could a man not be a 
bhutaf In fact, in 1954 a Warli leader from 
Dhanesvari was expelled from the party for 
SIX months for beating a woman suspected 
to be bhutali. A few days after the event, the 
women complained and immediate action 
was taken against the party member. 

I also organised a camp in Dahanu where 
all the adivasi party members were shown, 
through a microscope, worms and other im¬ 
purities present in the water they drank. I told 
them that it was these impurities that caused 
death and disease to children and adults, and 
that bhutali was in no way responsible for 
the same. Kisan Sabha also discouraged the 
practice of polygamy prevalent among the 
\K4ulis. One man was expelled from the party 
for having four wives. 

As a matter of fact, women are more con¬ 
scious of their oppression by their men 
now-a-days. Women do most of the house¬ 
hold work, they bring water from long 
distances, clean the house, cook, and look 
after the children. Men help sometimes, 
especially when the woman is in. Women 
resent their house work, they And it an extra 
burden. They talk about it. 1 teU men to help 
women in the housriiold work. We have also 
taken up the question of education for girls 


seriously. I ask the adivasis to send their 
daughtm to school. Vfe now have a separate 
women’s organisation to take up specifically 
women’s issues like wife beating, polygamy, 
economic problems, education, etc. 
Godavari Panilekar’s earlier statement 
about the oppression of Warli women by 
landlords being ‘more important’ sums up 
the Kisan Sabha’s understanding of women’s 
question. Her observation that “women 
knew that liberation of men was also their 
liberation”** may well reflect her own and 
the Kisan Sabha’s perception rather than 
Warli women’s, but the question, never¬ 
theless, remains and is not easy to answer: 
Which was the dominant consciousness 
among Warli women at the time of the 
struggle—that of class or of gender? Dif¬ 
ficulty arises not only from the fact that any 
attempt to ‘objectively’ comprehend ‘subjec¬ 
tive’ states is ridden with serious 
epistemological problems, but also because 
an attempt is being made, in the present 
study, to comprehend the consciousness of a 
people, how they thought and felt forty years 
ago, from a dialogue with them in the 
present. 

From interviews with the adivasi women 
who had participated actively in the strug¬ 
gle it was evident that their exploitation and 
oppression by the landlord, both gender, 
which implied sexual oppression by the 
landlord and his musclemen, and as part of 
the exploited tenant-labour class, was to 
them the “more important” oppression. In 
my opinion the Kisan Sabha was right in 
perceiving it as such. Their consciousness of 
this oppression did appear to have been the- 
dominant consciousness at that time. They 
spoke with intense hatred and resentment 
about the exploitation of both adivasi men 
and women by the saukars and the awaris. 
And in this context, it may be in order to 
point out the significance of a broader 
‘adivasi’ idendity overriding both ‘gender’ 
and ‘class’ identities. 1 will elaborate on this 
later. 

The women went into great lengths to 
describe the various forms of exploiution 
and oppression of the adivasi men and 
women, speaking passionately about veth, 
lagna gadi, khand wad other exaaions, high 
rate of interest, sexual harassment of women 
and above all, physical violence and brutali¬ 
ty. My question to them “Were adivasi 
women also oppressed by their menfolk at 
home?” was treated as quite irrelevant and 
often dismissed casually with a reply like^ 
“They only drink toddy and beat thdr wives 
sometimes. They used to do it then, they do 
it now!’ The casualness of tone seemed to 
imply first that this was a lelKtively less im¬ 
portant problem compared to the others, 
and s«;ond that though unpleasant, it was 
deemed natural that men did sa 
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Tb return to th* issue of identity, it may 
be suggested that ‘home’ and ‘field’ are the 
units of reproduction and production, and 
community overlaps them. It extends bet¬ 
ween both the ‘field’ and the ‘home’. It is 
the basis of primordial loyalties in non 
capitalist societies and stands in tension with 
the class solidarities of advancing capitalism 
For women, in the ‘field’ situation the com¬ 
munal identity of ‘us’, ‘adivasis’, the ex¬ 
ploited, versus ‘they’ ‘non-adivasis’, the ex¬ 
ploiters, is salient. This solidarity between 
adivasi men and women in the ‘field’ which 
reinforces the primordial loyalties is some¬ 
what weak in the ‘home* situation where 
gender inequality and gender oppre.ssion is 
located and articulated in many different 
ways. One may conclude that at any given 
time and in any given situation, there is a 
felt priority of needs, and this determines 
identities. 

Before I am misunderstood as denying 
women a consciousness of gender oppres¬ 
sion, 1 must offer some clarifications. 1 am 
not suggesting that women totally lacked 
consciousness of gender oppression by men, 
their own and the outsiders. They did resent 
sexual oppression by landlords and their 
musclemen, and viewed it as part of the 
mechanism of oppression of the adivasi 
women and men developed by the landlords, 
traders and forest contractors to keep them 
under subjection, and to which adivasi men 
too were subjected in multifarious ways. 
Consciousness of oppression by their own 
men was probably befogged on the one 
hand, by the fact of existence of a far more 
brutal form of oppression by the outsider, 
and on the other, of identification of a 
common enemy and joining together to 
challenge its domination. Identification of 
a common goal brought the men and women 
together. After all sexual oppression of 
women by the landlord evoked as much 
resentment from adivasi men as from the 
women, so that they fought against it 
together as a class. The other factor which 
cannot be ignored, and this applies not only 
to the Warli women, but to women in 
general, is that male domination and oppres¬ 
sion, given its long tradition in history since 
very early times, and given ^so that it is 
enmeshed in a complex of emotions and sen¬ 
timents, not oniy does not appear as stark 
as class oppression, but in fact, often 
appears natural, though unpleasant and 
undesirable, till a different perspecitive and 
consciousness is developed. 

Kisan Sabha’s inability to develop fully the 
enthusiasm and commitment displayed by 
women, to view their role in the struggle as 
equally important as that of men on the one 
hand, and to treat as significant issues 
relating specifically to women, is borne out 
by the experience of other major peasant 
struggles of the 40s. 


Evidence, however fragmentary, from 
both Ihlengana and Ibbhaga struggles sug¬ 
gests that women who participated in the 
struggles, began to question male dominance 
both at home and in the party They were 
conscious of the discrimination against 
women in the ‘political’ (public) sphere when 
they demanded, for example, why they were 
not made members of the Kisan Sabha ot 
why they were not given arms to fight.*^ 
Quite obviously women who gave themselves 
to the movement were not satisfied with mere¬ 
ly playing a supportive role, but wanted to 
share the responsibilities and the risks of the 
struggle equally with their men counterparts. 
A heightened political consciousness further 
resulted in women challenging male domina¬ 
tion in the ‘domestic’ (private) sphere, when, 
for example, women involved in the Ibbhaga 
struggle questioned men’s right to beat 
women.“ And the leadership was alarmed 
when women began to question their tradi¬ 
tional loles or to identity oppression within 
the family. “There was a tendency”, notes 
Sundarayya, an important member of the 
Communist Party and leader of the Telen- 
gana struggle, “among the women to at¬ 
tribute their sufferings mainly to the men¬ 
folk rather than the social system. One 
women after our squad’s exhortation, went 
to the extent of declaring that she would 
make her husband cook the food. The 
leadership pointed out how this approach 
would only lead to domestic trouble, instead 
of the women being drawn into the fight 
against the present social and political 
system:’** 

What the women were spontaneously 
doing was to bring the ‘political’ to previl 
upon the ‘domestic’ a task neglected by the 
Kisan Sabha and the party. This is illustrated 
by the incident when during a kisan women’s 
conference, an old kisan hearing all the talk 
of women participation in the work of the 
Kisan Sabha asked, “How can the Kisan 
Sabha help you?” The answer was prompt 
“Your members can stop beating their 
wives!’ The kisan shook his head and replied, 
“That, of course, we can do. But it had never 
struck us before. I suppose it was because 
we all did it:’^* Under pressure it may have 
passed resolutions banning wife beating or 
enrolled women as members, but its perspec¬ 
tive on women remained largely unaltered 
and the Communist Party’s position con¬ 
firms this. 

CPI AND Women’s issue 

A quick glance at the party literature of 
the period under consideration brings to 
light the fact of the party’s lack of concern 
with the women’s issue even at a theoretical 
level. There is no comprehensive document 
which puts forth the party’s position on the 
women’s question, relating both to theore¬ 
tical as well as organisational questions. In 
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the volumes entitled “Documents of the 
History of the Communist Party of India”, 
running into thousands of pages, one finds 
only a few pages devoted to the party’s state¬ 
ment on “Tasks on the Women’s Front”, 
which IS often so general and vague that it 
only reflects the non-importance of the issue 
to the party. For example, in the ‘Political 
Thesis’ of the party adopted at the Second 
Congress in 1948, there is glorification of 
the ‘fighting capacity and courage' demonst¬ 
rated by the peasant, the working class and 
the lower middle class employed women in 
the recent years. It goes on to say: 

On the one hand, the democratic rights 
ot all workers for work, a living wage, better 
conditions of life, and of the peasants for 
land, must also be taken by all sections of 
the toiling women in common with their 
menfolk On the other hand, the women’s 
fight against unjust social prejudices and 
oppression, their ignorance, superstition and 
unequal position in the society roust form 
a powerful part of the democratic fight of 
mothers of all classes, to ensure a better 
future for their children; this will draw in 
women from all classes, including the middle 
class. 

The organisational task of the women’s 
front must be to bring increasing numbers 
of kisan and women workers into the Kisan 
Sabhas and trade unions, to take an increas¬ 
ing part in the campaigns and battles of their 
class. Together with that, the associations of 
middle class employees like teachers, nurses, 
etc, where they exist, must tee more aedve 
participation of women employees in the 
fight for thdr legitimate rights, and where 
such organisations do not exist, they should 
be rapidly built up. 

The peasant women constitute the domi¬ 
nant section of oppressed womenfolk of 
India, that is why there must the consistent 
effort to draw them into struggles of their 
class as well as to take up iheir own special 
demands 

Apart from the mention of ‘special 
demands’ which remains unspecified, the 
general thrust of the statement is on the im¬ 
portance of building a woman’s movement 
whether peasant, worker, or salaried 
employee, in order to strengthen the strug¬ 
gle to establish a ‘People’s Democratic State’. 
To the extent that lip-service is paid to “the 
woman’s fight against unjust social pre¬ 
judices and oppression, their ignorance, 
superstition and unequal position in socie¬ 
ty”, It Is with a view to “ensure a better future 
for their children ” 

The party shares the optimism of all com¬ 
munists when it states: 

In our struggle for socialism woman has 
special interest because, with the birth of 
socialism, women for the first time in 
modern history is going to be free and 
achieves her dignity. 

While there was talk about woman’s 
subordinate position in society, the solution 
to the problem was linked with achievement 
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of national independence and socialism in 
a somewhat mechanical manner.''* This 
provided the theoretical basis for develop¬ 
ing a strategy for women’s emancipation— 
that all exploitation and oppression, espe¬ 
cially woman’s oppression would auto¬ 
matically end with the end of class rule, and 
with the.establishment of socialism.^* This 
simplistic equation between gender oppres¬ 
sion and class exploitation, and the sanguine 
belief that the elimination of the latter would 
end the former, was integral to the party’s 
analysis of woman’s question. S A Dange, 
an important ideologue of the party spelt 
it out, “Woman lost freedom along with the 
Sudia slave; with the rise of private property. 
Centuries after, the fall of property in slaves 
was only succeeded by another private pro¬ 
perty, that of the feudal landlord, and its fall 
in turn by capitalist property. The condition 
of women’s slavery, thefore, only underwent 
similar changes. From a slave she became 
a serf and from a serf a proletarian. But her 
subjugation as such was never abolished. 
The question of her emancipation, therefore, 
is not one of the morality, ethics and 
spirituality, but one of class rule!’*’ 
Interestingly, though by and large matters 
such as oppression within the family, or the 
Communist men’s attitude toward their 
women was not taken up regularly in the 
party, occassionally such matters came up 
for discussion. 

Women insited that men comrades should 
bring thdr wives to meetings, that they 
should educate their wives, politicise them 
to that tiicy may accept and help in the 
political activities of their husabnds. Com¬ 
munist men were also enjoined upon to help 
in the housework, 

observed Ikra Reddy. “Of course not all 
men Communists treated their wives as 
equals and we did try to take these issues up 
in party discussions’’ confirmed Ahilya 
Rangnckar.*^ 

The perception of the Communist Party 
on the woman’s question was summed by 
another woman activist, Manju GantUii, 
who had been actively involved in woman’s 
movement in the forties. 

Communist Party considered women as 
part of a class. The party did not discuss 
women's issue sepaiaidy, it was interested in 
bringing women into trade unions, peasant 
organisations—into class organisations. 
Women’s problems as such were not taken 
up separatdy at that time, but The Hindu 
Code Bill was taken up seriously by the party. 

Class organisations did not consider 
women’s problems as something spedal that 
men should support. Only women worked 
on women’s problems. Work among women 
was cosidered less important than work in 
trade unions and peasant organisations. In 
fact, more intelligent persons were taken on 
for trade union work. ... Women in Com¬ 
munist Auty did bring up the need for aux¬ 
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iliary women’s organisations of trade unions 
and peasant organisations, so that certain 
Issue could be taken up. But nothing came 
out of it. . . There is a far greater awareness 
of woman’s question now. Many more issues 
are being taken up seriously.'” 

The party members do seem to have aware 
of debates on women’s issue amongst com¬ 
munists in other countries. “We did discuss”, 
observed Ihra Reddy. 

women’s role in the trade unions in Western 
Europe, in the Russian Revolution of 1917, 
and in the post-Revolution period. We also 
discussed Lenin’s views on women’s oppres¬ 
sion, as well as the debates between Lenin, 
Kollantai and others on the question of 
women’s emancipation.'* 

But familiarity with the debates in the Soviet 
Union in the early twentieth century neither 
generated a serious interest nor influenced 
the basic attitude of the party as far as the 
women’s question was concerned. 

Gail Omvedt categorises this attitude of 
the left parties as 

liquidationist tendency, women’s problems 
werr seen only as workers' problems: their 
main role was an auxiliary to general class 
struggle and these themes pervaded all sec¬ 
tions of the Communist movement. There 
was no consideration of the special barriers 
to partiapation of wofnen and it was felt that 
it was not appropriate to organise around 
social issues. Housework was considered 
hardly an issue that could be taken. 

The party’s lack of sensitivity to women’s 
question could be attributed to the thebre- 
tical orientation of the party as well as the 
male domination in the revolutionary 
oiganisations themselves which often went 
unchallenged. So that, the party encouraged 
the otganisation of women to bring them 
into the class struggle, not as leaders but as 
followers, not on their own terms, but on 
terms detined by the male leadership. That 
this is a matter not only of theoretical but 
of practical importance to the male activists 
is argued by Gabriele DieUich in the follow¬ 
ing manner. 

One of the problems no doubt is that 
women in mats organisations often are the 
wives, sisters and daughters of Communist 
men and these men with all thdr lip-service 
to woipen’s liberation, do have a material in¬ 
terest in having household services, sexual 
services and child rearing services to be per¬ 
formed for them. Sharing housework and 
child bearing would put restraints on their 
political work which only women suffer. 
There is, therefore, a definite need to go in¬ 
to the question of the whole fidd of so-called 
reproduction or ‘production of life’ in its 
relationship to public production and to the 
political process not only at the theoretical 
level but also in terms of practical organi¬ 
sation.*' 

Women as Reserve army 
Marx’s concept of a ‘reserve army* of 
labour is usefiil for our analysis of women’s 


participation in political movements. At 
used by Marx, “relative surplus population 
or ‘reserve army’ can be in times of great 
prosperity ... speedily and in large numbers 
enrolled in the active army of labourers.”** 
“These are the workers”, writes Lenin, 
“needed by Capitsdism for the potential ex¬ 
pansion of enterprises, but who can never 
be regularly employed”.** From this point 
of view a pool of unemployed and partially 
employed labour is an inherent feature of 
capitalist system, and it is created and 
reproduced by the accumulation of capital 
itself. Capital can. therefore, always have a 
mass of cheap labour at its disposal from 
which it can draw in times of economic pro¬ 
sperity, and which can be discarded when 
not needed. 

When we shift from the economic to the 
political sphere women can be seen to be a 
similar ‘reservoir’ from which participants 
can be drawn during bursts of militant 
action. The ‘times of great prosperity’ may 
be compared to the peak period or the 
period of great intensity in the life of 
a movement. At this point women are 
“speedily and in large numbers enrolled” in 
order to provide additional strength for the 
struggle. With the passing of the peak 
period, women’s participation, too, declines. 
While men carry on, in most instances, at 
a less fevered pitch, women tend to become 
more or less alienated from the struggle. 
Women fall out of the political space into 
the style of life which characterised their ex¬ 
istence prior to the struggle. Undoubtedly, 
of course, the fact of participation in an ac¬ 
tivity of protest and resistance against tradi¬ 
tion, does result in enhanced political/social 
consciousness but it does not take them 
durably out of the domestic sphere. 

To the Communist Party and the Kisan 
Sabha, as we have seen in our analysis, 
women provided the ‘pool’, at their disposal 
and, from which activists could be mobilised 
to strengthen the movement, when it reached 
its highest point. In the case of the Wirli 
struggle Wtf li women’s participation declin¬ 
ed with the decline in the intensity of the 
struggle. As one Warli women aptly put it, 
“After the struggle what? Work at home and 
Held” While men, who were involved in the 
struggle, continued to be involved in the 
political sphere even after the ‘peak’ period, 
women were, by and large, left out of the 
political activities to return to the spheres 
of ‘horned and ‘field’. Evidence from other 
struggles and other countries do suggest, to 
some extent, that women have typically bm 
used as a ‘reservpir’ by the Left parties, to 
draw from when a situation of hnghtened 
political activity demanded it. 

lb sum up; in my view the oppression and 
exploitation of the WirUs by the landtonl' 
trader-forest contractor was the primary 
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issue, and the need to organise the Warhs 
to struggle against the domination the 
primary task in 194S It was strategically 
necessary to unite both Warli men and 
women against the common class enemy, 
which indeed Kisan Sabha succeeded in 
doing The shortcomings of the Kisan Sabha 
as in the case of the Warlt struggle, were, in 
my opinion, precisely the following First, 
that women were not involved in the same 
way or to the same extent as their male 
counter parts even during most intensive 
phase of the struggle The militancy, tom 
mitment and igenuity of women, of which 
there was ample proot, were neither fully ab 
sorbed nor developed, and women were, by 
and large, assigned a mere 'supportive* role 
Second, the Kisan Sabha did not treat as im 
portant issues relating to gender oppression 
of women particularly by their own men 
(gender oppression of women by iht men of 
the exploiter class was perceived as i class 
issue and thcrelori taken up) eve i when 
women spontaneously questioned male 
domination in the family and tht com 
munity 

It IS mv Lontentiun that the Kisan Sabha 
could have taken up issues pertaning o 
gender oppression fai more seriously than 
II actually did during and espeuallv after the 
peak of the struggle, 1945 1947, given that 
women had demonstrated a high level of 
consciousness A separate organisation of 
women could have facilitated the task of 
building a women's movement to deal with 
piobicms faced by tribal women both as part 
of the oppressed class as well as that of the 
oppiessed sex On the contrary, the kisan 
Sabha allowed women to iccede into the 
background once the struggle had passed its 
peak Much latci however, a tribal women s 
organisation called Adivasi Mahita lagruti 
Mandal was started by the kisan Sabha in 
1 hana in 1976 An assessment of the role 
of the organisation is beyond the scope of 
this pipe! 

Noteh 

[The article is part of the protect report 
prepared for the Research Centre on Women's 
Studies of the SNDT Women's University 1 am 
grateful to them for financial support 1 owe 
special thanks to Denzil Saldanha, Surendra 
Munshi, Qautam Navtakha and Gautam 
Adhikan for their useful suggestions and 
comments However, I alone am responsible for 
the views expressed m the article ] 
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Women and Tobacco 


NO avoidable condition claims more adult 
lives than tobacco addiction Between 2 
million and 2 S million smokeis die world¬ 
wide each year from heart disease, lung 
cancer, and emphysema—smokeis’ disease, 
as It IS called -caused by their addiction 
Smoking IS an epidemic growing at 21 per 
cent per year, faster than world population 
In 63 countries, total cigarette use increas 
ed between 1975 and 1985 Halt the global 
increase m tobacco use in the last decade has 
occurred in China The rest of the Third 
World, 34 per cent of all humans, accounted 
lor a little less than a third ot the increase 

Rates of smoking remain quite high 
among men all around the world Smoking 
among women, remains very low in many 
countries, including China, Bangiadesh, and 
most ot the Third World Ibenage girls in 
the United States, however, now smoke more 
than boys do Smoking carries special risks 
for young women One study of women 
under age SO found the risk of heart attack 
to be 10 times greater in women who smol«d 
two packs per day The authors attributed 
two-thirds of the heart attacks in the group 
to smoking A Canadian study found that 
females who smoked heavily were 7 to 34 
times more likely to have a heart attack 
Significantly, it also found that womoi who 
both smoked heavily and took birth control 
piUs were 8 to 39 times more likely than non- 

smokers to have heart attacks 
» 

In one US survey, smokers gave birth to 
underweight babies twice as often as other 
women did Low birth weight has also been 
associated with tobacco chewing in India 


(rhiity-nine per cent ot women in India 
chew tobacco) Because birth weight is a kev 
factor in infant mortality, tobacco use 
seriously endangers infants* lives Nicotine 
also may be the culprit in spontaneous 
abortions among women who smoke Cpi 
demiologist R T Ravenhoh estimates tl at 
smoking causes 30,000 miscarriages in the 
United States each vear Untortunately, 
women in many countries are smoking in 
record numbers, even white pregnant 
Children with parents who smoke experience 
much higher rates of respiratory illness, 
including colds, influenza, bronchitis, 
asthma, and pneumonia In addition, the 
evidence indicates that parental smoking 
retards child development Parents who 
smoke may also redude the intellectual 
development of their children 
The pomt at which society deades to take 
action on dangerous products is sometimes 
arbitrary, but it can be based consistently on 
estimates of risk It is the overall risk earned 
by addictive products rather than theu- 
capacity to cause addiction per se that— 
along with economic interest, attitudes, and 
chance—deades soaety's treatment of them 
New measures will not assure that smokers 
themselves will be persuaded to quit Nor 
will they guarantee that innocent young 
people do not boiome addicted before they 
realise their new habit eventuallV kills one 
out of four users. But without more respon¬ 
sible efforts on the part of the health pro- 
tessions and pubhc interest organisations, 
even these efforts will be held in abeyance. 
—“Banishing Ibbacco”, Wbrldwatch Paper 68, 
VVbrldwatch Institute, ^Mrshihgton. 
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Doordarshan’s Neurosis 

Hiwn Gohain 


EVERY educated Indian is now aware what 
a powerful and important medium the TV 
has become. He is equally apprehensive that 
this medium has fallen a prey to a series of 
serious maladies. Hence, when I received an 
invitation to attend the NAMEDIA seminar 
on ‘Indian Dslevision Ibday and Tomorrow’, 

I accepted it with some alacrity. But on that 
fateful day when I joined the crowds at the 
appointed place and time in Cuwahati, I felt 
acutely uncomfortable in the company of 
all the pillars of the establishment and could 
not help sneaking away with a sinking heart. 
What ! had intended to say on this occa¬ 
sion would have caused only blank incom¬ 
prehension and anger among the assembled 
company. 

Yet the intended remarks perhaps deserve 
a hearing. At least among those troubled by 
the establishment line in everything. So here 
It goes. Among the documents circulated for 
the occasion among the participants, the 
most important is the report of the Work¬ 
ing Group on Software, led by P C Joshi, 
and portentously entitled “An Indian Per¬ 
sonality for Iblevision” There is also a col¬ 
lection of newspaper reports and articles 
reacting to the report. My remarks are also 
concerned with the report, but I find myself 
unable to share the enthusiasm for the 
report. 

Don’t get me wrong. The report as such 
IS as bold, uncompromising and involved as 
one would wish it to be. In an age of hard- 
nosed realism it is refreshingly committed 
to warmly humane ideals. Doubts begin to 
swarm only when we approach the concrete 
details. Then we begin to realise that the 
report is rather smug about such things as 
financial constraints, cost-effectiveness, and 
conditions imposed by the political structure. 
In con.sequence it only strikes one as uto¬ 
pian, visionary and woolly. 

PfciniNENT Questions 

Early on the leport poses certain very per¬ 
tinent and sensible questions, echoing the 
apprehensions of the educated and socially 
conscious sections of our society: Whom is 
the TV for? What kind of service is ex- 
ptected from it? On what lines ought it to 
be run? 

The answers do not seek to evade unplea¬ 
sant realities. While it is meant for the 
masses, its present audience; for all practical 
purposes, are the new-rich and their hangers- 
on. While it is supposed to provide educa¬ 
tion for development in a lively manner, its 
pment fare is stodgy govenunent propagan¬ 
da and cheap entertainment that promotes 
social passivity and consumeriiim. Of course 
the question itself proceeds from certain 
presuppositions. development, it is 
assunied, is development with the participa¬ 


tion of the ma.s$es, through their own pro¬ 
ductive endeavour and concerted efforts. It 
is not creation of islands of affluence 
devoted to consumer culture surrounded by 
a sea of poverty and apathy. It is further 
assumed that the education of the masses 
will preserve the traditional Indian personah- 
ty and values such as austerity and sacrifice, 
and reject the foreign ideals of material af¬ 
fluence, hedonism, and a mechanical pur¬ 
suit of entertainment and pleasure. 

As for the structure of management it is 
said that the present administration is top- 
heavy, over-centralised and insensitive to 
local and regional needs and aspirations. It 
is also bureaucratic, and inimical to creative 
experiment and popular participation. Ideal¬ 
ly the use of the TV should be a movement 
whereas it has acquired the charactenstics 
of a cartel. 

Given such a state of affairs a change is 
an imperative necessity. But how is the 
desired change to come about? And here we 
have the first flight into Utopia. For it is 
rather smugly assumed that, armed with an 
enlightened policy, the state can bring about 
the change. The state is expected to rise 
above the conflicting interests and narrow 
loyalties in the country and become equi¬ 
valent to the sum of national attitudes and 
aspirations. So far the state has been blind¬ 
ly catering to the tastes and cravings of the 
new-rich. Once it is awakened from its 
slumber, like a resurgent Arjuna it will 
motivate the masses heroically. 

The state has been defined in Marxist 
classics as an instrument for suppressing 
class-conflict for the benefit of the ruling- 
class. Though it may appear crude, it is 
amazing how it goes to the bedrock underly¬ 
ing the multiplicity of functions One of 
state’s important new roles is promotion of 
development along lines useftil to the ruling- 
class. Can such a state work against the long¬ 
term interests of the ruling-classes? Yet the 
setting-up of a working-group on TV by the 
government seems to belie these ideas. Why 
does the state appear to be responsive to 
public criticism of the role of TV? A crude 
answer, but with plenty of substance in it, 
is that the state may have become aware of 
recent developments in Indian TV threaten¬ 
ing its long-term interests—either through 
one-sided emphasis on consumerism in what 
after all remains a poor country; or through 
colossal monotony and dullness that defeat 
the very purpose of government propagan¬ 
da. The sute, protecting the long-term in¬ 
terests of the ruling-classes, is anxious to 
manipulate and motivate the masses along 
lines useful to the ruling-classes. It wants a 
mass-base without ceasing to be an organ 
of the ruling-classes. Populism, to put it in 
a nut-shell. 


THE Larger Choices 

Before we look a little more closely at the 
details of the report, we may consider the 
larger choices. Can one really envisage a fun¬ 
damental shift of direction? One fears that 
the implementation of the new policy recom¬ 
mendations will be selective. Propaganda 
may look a little less like propaganda in 
future, but it will be propaganda all the 
same. Contiol may be relaxed, upto a point 
Participation may be encouraged, upto a 
point. But all will be geared to a capitalist 
path of development. The emphasis on the 
Green Revolution and productivity in the 
factories which have so far helped Kulaks 
and Big Capital, seems to confirm it. Re¬ 
gional stations in the proposed new decen¬ 
tralised set-up may only mean sharing power 
between the Central and the regional elites, 
reaching down to the masses only with a 
view to manipulating them. If consumerism 
IS abandoned, it will probably be leplaced 
by a farcical ethic of thrift and hardwork 
beamed exclusively on the poor masses. 

In none of the countries where it has been 
introduced is the TV just a means for comr 
municating pure information in a totally 
open society. The content of communication 
is dominated largely by two forces, the 
business interests and/or the state. The pro¬ 
posed alternative of the report is popular 
control over production and communication 
of programmes, implicitly bypassing both 
business interests and the state. Yet a benign 
state IS supposed to watch over its liquida¬ 
tion in this important sphere. The report 
thus merely reflects the debris of dangerous 
and anarchic Gandhian ideas which are in 
orbit in our mental space. 

Supposing for the sake of argument that 
the present government accepts in toto 
the recommendations in the report, what 
guarantee is there that entrenched class- 
interests will not subtly deflect it in the 
course of their implementation? Further, 
who is going to monitor the implementa¬ 
tion? The only agencies one can think of arc 
a vigilant press and the opposition parties. 
The powerful sections of the national press 
are far from being an organ of the people. 
They are all capitalist-oriented, more or less, 
though there are moments of enlightened 
concern for the masses in their routine. As 
for the regional press, the ease with which 
it degenerates into mouthpieces for com¬ 
munal propaganda or purveyors of nasty 
ba/ar gossip warns us that it will be out of 
key with the desired goals of the report from 
the start. As for the opposition parties they 
have so far been more concerned with the 
relative coverage they are getting than with 
the benefits for the people. In any case; they 
are unlikely to share many of the premises 
and preoccupations of the working-group. 

Neither are the people themselves likely 
to be found in a state of ideological vacuum. 
The way people’s participation in develop¬ 
ment is supposed to remove mental blocks 
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and throw away cultural reaction is one of 
the most deplorable myths enshrined in the 
report. Mas the popular participation in 
dmiopment in the I^njab, which has been 
applauded, really led to such mental pro¬ 
gress? How to explain them the deepening 
atmosphere of communal hatred, suspicion, 
and religious bigotry there? indeed the 
report seems blithely unaware of the inner 
constraints on the development of a modern, 
rational and democratic outlook in our in¬ 
herited social structure and traditions. The 
TV producers (the ‘Communicators’,) are 
supposed to be automatically immune to 
such powerful obscurantist forces without 
any organised struggle. That apart, the 
Working Croup’s notion of an idyllic rap¬ 
port between a reformed Doordarshan and 
the people is illegitimate extension of the 
Group’s own encounters with viewers in the 
countryside. An occasional meeting may en¬ 
courage candour and spontaneity, but as 
soon as the link with the people becomes 
continuous the ruling-classes are bound to 
intervene and stop the freedom and spon¬ 
taneity of popular participation. 

Basic Inspiration 

The basic inspiration of the report appears 
to be Gandhian, and it carries on the greatest 
legacy of Gandhism, its concern for and in¬ 
terest in serving the people. Yet one cannot 
help feeling that like Gandhism itself the 
report’s good intentions will founder on the 
rock of capitalist dynamics. Modern science 
and technology are creating an environment 
where Gandhian values may be difficult to 
preserve. The simple rhythms of rural life 
and the close integration between work and 
play are inconceivable in the environment 
created by technology. What is the use of 
projecting idylls on the small screen when 
the larger environment remorselessly destroys 
them? Only a long-term struggle to change 
the patterns of our life and living environ¬ 
ment socially and politically can bring about 
the change the report dreams of. The report 
takes such struggles for granted, even expects 
the state to lead them. Similarly the idea of 
devolution of power from the top to the peo¬ 
ple, another Gandhian commonplace, ap¬ 
pears to be another pipe-dream. Power is like 
wealth. It accumulates at the top only by 
depriving people at the bottom. Again there 
is no hope of a voluntary abdication without 
struggle from below. 

Of course it does not mean that everything 
in the report is wishy-washy. The suggestions 
for improving the functioning and remov¬ 
ing the bottlenecks within the present set¬ 
up are sensible and useful, e g, suggestions 
for gretuer use of local languages, for trans¬ 
forming relay stations into modest transmit¬ 
ting centres, giving more prominence to the 
problems and aspirations of our working 
people; involving news-readers in production 
and making the news less VIP-oriented, 
reducing the load of vulgar and mindless 


entertainment and so on. It is quite likely 
that the government will make use of these 
suggestions and quietly stow away the less 
‘practical’ cures. 

Above all the social idealism of the report 
is a much-needed corrective to the prevail 
ing blindness about the social function ot 
the TV and other media. One hopes that the 
opposition parties and the press will learn 
a useful lesson or two from the report, and 
realise that concern for the well-being of the 
people must now extend to the way their 
minds are being moulded now. 

Disarming the People 

Yet the report itself invites a sociological, 
or rather, ideological inquiry into its pre¬ 
mises. It is symptomatic of a new trend of 
opinion among ruling-class circles, seeking 
to combine a new concern for the masses in 
the face of widespead unrest and failure of 
the tried old methods to contain them with 
ancient and vintage wisdom about disarm¬ 
ing the people. There is a heady mixture of 
Gandhian vision, socialist rhetoric and 
modern technology. While very often these 
concoctions breathe an air of genuine con¬ 
cern, they habitually blur one’s vision of the 
power-structure in the country. It is as 
though one could get around or bypass that 
structure through some magic formula. 

The report for instance calls for a new 
production-style depending on “intimate in¬ 
teraction of the producers with the people”, 
thus hoping to eliminate mindless and root¬ 
less imitation of the consumer-culture of the 
West with Its hedonism and acquisitiveness. 
It is to come about through “enlarging the 
social vision and deepening the social con¬ 
sciousness of the communicator himself’ 
Yet how is that possible when the ultimate 
controls are in the hands of the politician? 
The answer is that “the politician, ad¬ 
ministrator and the communicator have to 
learn to define and exercise their roles and 
functions in a manner so as to promote com¬ 
plementarity rather than conflict”. This ap¬ 
pears most unlikely. The politician, as far 
as one can see, will always call the tune and 
the communicator will eventually learn play¬ 
ing safe tunes. 

The report, to be sure, has a bait to offer 
to the politician. It is development, the big¬ 
gest headache of the politician in develop¬ 
ing countries. The report sees the TV as aij 
investment-good for development, as a “ma¬ 
jor weapon in the fight against poverty and 
illiteracy and for mass-oriented growth and 
development”. As part of this process the TV 
is asked to give up its identification with the 
newly emerging Indian middle class and 
identify with the Indian peasant. The in¬ 
timate household set must yield to the wide 
screen for community-viewing so that the 
goals and means of de^opment nu^ be car¬ 
ried across to the peasants, workers and 


lower-middle classes. The moot point is 
whether the masters, the pc^tidans in power, 
belong to and represent the lower classes or 
the new middle class. The vast majority of 
administrators and legislators themsdves 
identify with the new middle class in their 
life-style and the goals of their career. Even 
where there are warm personal links with 
the people the general aim is manipulation 
rather than leadership. How can the for¬ 
mulation of a new policy by itself surmount 
this insuperable barrier? 

Political Goal 

True, the desperate crisis of development 
which confronts the politician with the 
danger of a complete breakdown of the 
economy may jolt him out of smugness. 
Hence the hope that the TV may re-set our 
development priorities. Development must 
mean, first, improvement of the lot of the 
masses largely as a result of their own ef¬ 
forts, and, secondly, a renunciation of the 
acquisitive ethic. The examples cited in this 
context are Japan and the USSR. The strange 
mixture apart, one must point out that if 
Japan leant on thrift and seif-discipline on 
the road of development, she later on sought 
gruesome compensation in one of the most 
aggressive and monstrous campaigns against 
her neighbours. The Gandhian varnish 
begins to wear thin when the economic ra¬ 
tionale behind the moral preaching is reveal¬ 
ed. “The task of educating and reforming 
the new rich is as important as the task of 
informing and enlightening the poor!’ The 
TV is called upon to instil among the new- 
rich a new “ethic of sacrifice and austerity 
for national development”. The unstated 
assumption is that the new-rich may be 
preached into sharing their wealth. So much 
for the high-minded eloquence on tradi¬ 
tional spiritual wisdom; the goal is 
unabashedly political. 

Yet the report does not gloss over the 
vulgarity and triviality of content, the 
tawdriness and imitativeness of the form, 
and the servile worship of the tritest pro¬ 
ducts of Western culture betrayed by our 
programmes. When all this is sought to be 
cured with a dose of traditionalism, the 
results are equally unhappy with their crude 
moralism, their patent lack of realism and 
their dangerous kowtowing to obscurantism 
and feudal loyalties. The servility to the 
powers that be is matched only by the in¬ 
difference to or patronising interest in the 
life of the masses. All this betrays the terri¬ 
ble vulgarity of the new middle class and its 
cultural poverty, whether in the cities or in 
the villages. This is at the root of the social 
apathy, appalling ignorance and shameless 
lackeyism of the so-called communicator. 
One shares the honest indignation of the 
report at this state of affairs and respects its 
anguish. But one simply cannot believe that 
the suggested cures will realfy work. 
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MAHARASHTRA 

Social Basis of Sharing Irrigation Water 

Central Issue in Well-being of Poor 
M D Sathe 


MAHARASHTRA is split up in two 
segments, separate and unequal. One is 
Bombay-Pune industrial zone (35 per cent) 
and the other is the rest of rural Maharashtra 
(65 per cent). In the latter again since the 
Sixties a small island of prosperity has come 
up around the canal based flow irrigation 
coupled with sugarcane cultivation and 
sugar co-operatives. The entire politics of 
Maharashtra revolves around this institu¬ 
tionalised power axis and the rest of rural 
Maharashtra is really held as a hostage Thus 
the nature of conflict is essentially rural and 
unrdated to the over-developed uibm Bombay 
metropolis. 

Agriculture is the primary activity which 
sustains about two-thirds of the entire po¬ 
pulation (about 4 crore out of 6.28 crore). 
This agriculture is essentially primitive bar¬ 
ring the canal-based pockets of sugarcane 
cultivation; worse still, it is nearly entirely 
rainfed and thus continues to remain back¬ 
ward and unstable. 

Monsoon rainfall is generally erratic and 
deflcient and at least about one-third of the 
land and the rural population is exposed to 
recurring conditions of drought and famine 
Also, a large number of rural households 
continue to resort to seasonal migration in 
search of a bare livelihood. 

We may usefully go back a hundred years, 
to the beginning of thinking on rainfed 
agriculture. The then alien rulers faced in 
1870 the outbreak of violence by the im¬ 
poverished peasantry in protest against 
usurious rates of interest on credit by 
moneylenders and in turn alienation of land. 
This was the beginning of relevant legisla¬ 
tion and the co-operative movement of 
credit. The second Famine Commission in 
1898 recommended that a protective irriga¬ 
tion policy be formulated by according 
priority to investments in large-scale irriga¬ 
tion. Accordingly, the first Irrigation Com¬ 
mission was appointed in 1901 which em¬ 
phasised the policy of protective irrigation 
for chronic drought-affected regions. This 
must be considered as a beginning of policy 
on drought and rainfed agriculture This ir¬ 
rigation policy provided water to an area 
of about 1.5 lakh hectares from Nasik, 
Ahmednagar, Pune Satara and Solapur 
districts and to that extent changed the 
character of rainfed agriculture 

Prior to Independence the peasuitry was 
reluctant to irrigate foodgrain crops and 
there was persistent under-utilisation of ir¬ 
rigation potential. Thus, to encourage the 
ryots, the block system of water distribution 
was adopted which really ensiued the culti¬ 


vation of sugarcane which is the most water¬ 
intensive crop. By 1956 the first co-operative 
sugar factory came up at Pravaranagar in 
Ahmednagar district and since the Sixties 
the co-operative movement has never look¬ 
ed back. In all, there are about seventy- 
five sugar co-operatives out of which two- 
thirds are situated in Western Maharashtra. 
This is the real power axis of politics in 
Maharashtra. It is a tiny fraction in the sense 
that just about 2 per cent of peasantry and 
about 3 per cent of land under cultivation 
is accounted for by the entire sugarcane lob¬ 
by which has been saturated with canal- 
based flow irrigation. Further, even amongst 
these fortunate few, about 80 per cent are 
small farmers who manage to cultivate 
sugarcane on one or two acres of land. Thus, 
in efliect, it is really a handful who effectively 
control this sectoi and in turn control the 
politics of Maharashtra. 

Now we come to the central quesUon. The 
social basis of sharing of water is the centre¬ 
piece of conflict and it is the question of 
equitable sharing of water that would finally 
settle the well being oi the poor in ruial 
Maharashtra. Naturally in turn it will affect 
the political system and the present equili¬ 
brium of vest^ interests. What is the social 
basis of sharing irrigation water over a larger 
area and amongst a greater number of 
cultivators as we move away from a socially 
costly crop such as sugarcane to protective 
irrigation of seasonal subsistence crops? 

THE OPTIONS 

There are a number of ways to look at this 
problem and the related options. We brief¬ 
ly list them here 

(i) The World Bank has suggested that the 
irrigation water be distributed on a volumen- 
tric basis. This means that a certain meas¬ 
ured quantity of water at a specified time 
be given in a definite sequence to benefi¬ 
ciaries who would be free to decide on the 
choice of crops. There should be no com¬ 
mitment of ‘block system’ on an area basis 
to the sugarcane crop as at present. This is 
a measure that would avoid the soil damages 
due to over-irrigation. At present about five 
lakh hectares of rich soils have been damag¬ 
ed on account of this imprudence. 

(ii) One important government appomted 
Committee (known as the Dandekar/ 
Deuskar/Deshmukh Committee) had sug¬ 
gested that only an eight-monthly seasonal 
irrigation system should be designed and at 
least on new projects this principle should 
be applied. By this method it was suggested 
that the leng^ of canals should be extend¬ 


ed to cover more drou^t prone areas and 
dry land cultivators. There should be no 
year-round flow of canal irrigation to sup¬ 
port a perennial crop such as sugarcane 
Those with access to year-round well irriga¬ 
tion in the command of major irrigation 
canal systems should be able to cultivate 
sugarcane on a limited area. This would en¬ 
courage more frugal and prudent use of 
water leading to more effleient intensive 
cultivation of crops. Also in these new cir¬ 
cumstances It would be feasible and rational 
to switch to sprinkler and drip irrigation 
practices. 

We have to remember that an important 
section of the rich peasantry is fond of ad¬ 
vocating the spread of sprinkler/drip irriga¬ 
tion without realising that those who prac¬ 
tically have a free access to flow irrigation 
would never think of more investments in 
sprinkler/drip irrigation unless they have to 
make do with a restricted amount of svater. 
Hence it is important either to think of 
measured quantity of water or the eight- 
monthly seasonal irrigation option sug¬ 
gested earlier. 

As a matter of compromise it is possible 
to freeze the present situation in the sense 
that the present level of sugarcane cultiva¬ 
tion can be obtained by simply restricting 
the perenmal flow of water accompanied by 
a switch to sprinkler and drip irrigation. 
This would mean higher per acre yields of 
sugarcane with less amount of water. The 
corresponding savings in water have multi¬ 
ple social benefits for the well-being of dry 
land cultivators who are more in number. 
Except the noliticians from the co-operative 
sugar lobby all other politicians would stand 
to gam from such an equity-enhancing 
policy. 

In Maharashtra the question of equity in 
sharing irrigation water is not hypothetical. 
In fact It has become an inevitidtle question 
from which there is no escape even for politi¬ 
cians. This conflict in a sense has developed 
on the traditional Pravara Irrigation canal 
system in Ahmednagar district. Since 1920, 
and more significantly since 1956, the 
prosperity in the Pravaranagar Sugar co¬ 
operative zone of Shrirampur taluka was en¬ 
tirely due to unrestricted access to flow ir¬ 
rigation which was available on account of 
the Bhandardara dam in the tribal pan of 
Akola taluka, Ahmednagar district. It 1$ on¬ 
ly since the last drought of 1972-73 that the 
cultivators in the dry pan of Akola taluka 
and its next-door neighbour Sangamner 
taluka have been permitted to lift water for 
sugarcane cultivation. This has created a 
dramatic situation since now the cultivators 
in this area are in a position to pre-empt the 
cantd irrigation much to the disadvantage 
of sugarcane cultivators down the canal at 
Pravaranagar. Thus the entire prosperity of 
Pravaranagar sugar factory zone has been 
threatened and there are repeated demands 
by an organised and agitated cormnunity of 
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' tkh peasants in Primuanagai' area that theie 
should be a well-defined public policy on the 
tharini of waters amongst sugarcane culti- 
: vators situated upstream and down-stream 
of a canal irrigation system. This is indeed 
. a comic and curious situation since the de¬ 
mand for equitable sharing of water has 
laedsely come from a lobby of rich peasants 
who are threatened for the first time in the 
last 35 years. This demand is symptomatic 
of the larger conflict on equity that will in¬ 
evitably shape the politics of Maharashtra. 
Hence we have considered that the qumtion 
' of equitable sharing of gains of irrigation 
is not exactly a hypothetical one that can be 
put off to a more convenient future time. 

(iii) The next logical option is to equalise 
the rates of lift and flow irrigation. Once we 
accept the idea that the irrigation water 
should be shared over a large area and 
amongst a greater number of cultivators 
then this equalisation of costs becomes self- 
evident. It should be comparable to freight 
equalisation of steel over the entire country 
once steel is considered as a basic input of 
the industrialisation strategy. With this 
equalisation, the farmers who are situated 
b^nd the command of flow irrigation 
canal system would have access to seasonal 
irrigation by way of lifting the water from 
the canal. This cost of lifting should be sub- 

. sidised as a matter of public policy on equity. 

(iv) Another radical alternative is of 
equitable sharing of water advocated by the 
Pui-nmchayat, a voluntary organisation 
which developed out of the Naigaon experi¬ 
ment in Purandhar talulca, Pune district, 
Maharashtra. In this line of thinking irriga¬ 
tion water is supposed to be shared in terms 
of the number of persons in the family and 
not on the basis of rights in land as is 
customary in an unequal traditional society. 

' On a pilot basis, this alternative has been 
: operational in the field and has essentially 
proved its technical feasibility and social 
viabUity. 

Aborted Experiment 

The Government of Maharashtre had ac¬ 
cepted this principle as an experiment in 
watershed development programme by a 
government Resolution dated September 8, 
1981. Later on through a series of amend¬ 
ments and modifications under different 
bureaucratic pressures it was given a decent 
burial. The important priority of impoun¬ 
ding rain water and its equitable sharing was 
quietly dropped and in its place the routine 
smi conservation activity of land develop¬ 
ment was substituted. As was expected the 
politicians looked the other way and pre¬ 
tended indifference. 

In the present drcumstances a political 
break-through appears near impossible in 
the absence of unity and organisation of the 
rural poor. So also the bureaucracy is hostile 
to such equity-enchancing public policies 
and measures. 
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have reviewed so far the stmteglc value 
of irrigation input and the related vital issue 
of social basis of sharing in the development 
of rainfbd agriculture in Maharashtra. 
Against this backdrop we may suggest a list 
of poutive measures which would open up 
wider access to the common property 
resource of water to the poorer sections of 
the peasantry. With a view to promoting 
relatively equitable sharing of water the 
following list of policy decisions would go 
a long way in protecting the interest of the 
poor farmers. 

(1) With a view to promote the access of the 
poor to the common property of irriga¬ 
tion water the society should have owner¬ 
ship and control on the water resources 
of the state. A suitable legislative 
measure should be enacted to establish 
the social control of this vital resource. 


(2) The poor should have the right and ac¬ 
cess to water and this right should be 
comparable to his right to employment 
under Employment Guarantee Act in 
Maharashtra. 

(3) Further in line with this thinking, the 
govenunent should give an assurance of 
protective irrigation at least for one crop 
in a year for every cultivating farmer. 

(4) More concretely every cultivating fami¬ 
ly should be assured of protective irriga¬ 
tion at least for one hectare of cultivation. 

(5) In the near future government should 
make a provision of Rs 5,000 for every 
cultivating family towards subsidy to en¬ 
sure the right of the poor to water. This 
enabling provision may be considered as 
a justifleation of social subsidisation in 
order to confirm and protect the right 
to water. 


ANDHRA PRADESH 

Charity Begins in the House 

!VI Shatrugna 


AUSTERITY and simplicity were suppos¬ 
ed to guide the public policy of the Iblugu 
Desam government formed three years ago. 
Though there were some initial noises about 
simplicity, just the opposite had taken place 
over time. Apart from the two ‘simple’ 
kuteerams NTR had constructed with his 
‘own’ funds, he has been honest enough to 
distribute public largesse liberally to his 
ministerial colleagues and l^islators (of all 
parties) from public funds in the form of 
privileges and perks. Though he himself 
does not take any salary for services ren¬ 
dered, the salaries and other perks of his 
ministers and legislators have gone up con¬ 
siderably during his regime. Ironically, while 
a white elephant like the Andhra ^desh 
Legislative Council was abolished on grounds 
of economy, the expenditure incurred in 
maintaining legislators has gone up con¬ 
siderably during the same period. WMIe the 
monthly salaries bill is visible, the perks and 
privileges that go with it are invisible. Keep¬ 
ing in line with the ‘austerity’ measures, the 
government recently enacted the Andhra 
Pradesh Payment of Salaries and Removal 
of Disqualifications (Amendment) Act, 198S 

The statement of objects and reasons ap¬ 
pended to the Act identifies eight areas that 
needed ‘upgradation* of posts, revision of 
different types of allowances, etc, of legi¬ 
slators. In the ‘upgraded’ category, the two 
whips in the assembly are treated on par with 
ministers in regard to salary, travdling 
and’house rent allowance wiUi effect from 
March 10. The additional expenditure on 
this account alone is Rs 1,06,0(W per anmmi. 
Secondly, it was found that the ‘sumptuary’ 
allowance of Rs 5,000 per annum kept at the 
disposal of the presiding officer of the 


as.scmbly to ‘entertain’ visiting dignitaiics 
was inadequate as the amount was fixed in 
1976 and the ‘cost of living’ had gone up 
since then. Now the allowance has been 
doubled to Rs 10,000 per annum. While the 
above two changes affect only the top digni- 
tories of the assembly, the legislators also 
gained a lot in the following revisions. Let 
us take transport. Here we find that the “ex¬ 
tension of free travel facility in the APSRIC 
buses to members of legislative assembly (in¬ 
cludes) any companion in place of a spou^’. 
Earlier, the facility was restricted to the 
legislator and the spouse! By the way the 
government has been prying the RTC at the 
rate of Rs 50 p m per person for the facili¬ 
ty. Assuming that about 250 out of the total 
members avail themselves of this facility, the 
goveriunent pays the RTC about Rs 3 lakh 
towards this facility. But more than the cost, 
the inclusion of ‘imy companion’ in place 
of the ‘spouse* sounds ridiculous. First of 
all, it is not clear why even a spouse should 
accompany a legislator when he is on public 
duty. 

Bqt even more impressive is the perquisite 
with regard to medical facilities. Now a 
“minister, the speaker, the deputy speaker, 
chief whip, deputy ministers if aiy, parlia¬ 
mentary secretaries, whips in the Illative 
assembly, leaders of opposition, members 
and their families” can avail themselves free 
of cost, accommodation and treatment in 
any hospital maintained by the state govern¬ 
ment and are also entitl^ the cost of 
the state government” to metUcal treatment 
in any hospital elsewhere, cither within or 
outside India, and to the “provisions of ar¬ 
tificial hrabs, hearing aids and the Uk^. The 
rules regatding reimbunement of meifical 
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'biUt have been hirther liberaliied. Now 
miniiten, the ipenher and memben of their 
families need not furnish the prescribed cer- 
tiflcate in respect of the claims. These rules 
an in line with the IAS (Medkd Atten¬ 
dance) Rules, 19S4. But the legislaton. the 
deputy speaker and the chief whip do not 
have this privilefft Their claims have to be 
certified ^ a government doctor not below 
the rank of a Civil Assistant Surgeon. 
(Earlier a Civil Surgeon had to certify the 
bill.) About the expenditum for tmatment 
abroad, the Act states that "it is not possi¬ 
ble to assess the exact expenditure in this 
behalf, as it connot be anticipated as to how 
many will avail of this concession...”. In¬ 
cidentally, two ministers, Mahipai Reddy 
and R Rajagopal Reddy, have already availed 
of this concession recaitly besides, of course, 
the Chief Minister himself. 

\ht another major etpenditure incurred on 
legislators is with regard to pension benefits. 
As a measure of his ‘simplicity’ and austoi- 
ty, NTR had discontinued this scheme in- 
tr^uced by his predecessors soon after he 
assumed office. But after the ‘restoration of 
democracy’ in September 1984 the entire 
issue was reviewed. The government decid¬ 
ed to revive the scheme with effect from 
October 31,1984 to ex-legislators whose an¬ 


nual income does not exceed Rs 6,000. The 
financial memorandum estimates thm about 
Rs 32 iakh are needed by way of pt^ment, 
including arrears. The state had 1,373 ex¬ 
legislators eligible for the pension as on 
1.6.1983. Ikking the average claim of each 
pensioner at Rs 300 per month, the total 
amount for the year induding aneais works 
out to be Rs 62.45 Uch for all of them. But 
only those ex-legislators whose income does 
not exceed Rs 6,000 per aimum arc eligible 
for the pension in terms of the govenunent 
oida. It is presumed that not more than half 
the ex-legislators would the eligible for the 
diawal of pensions. Therefore, only 30 per 
cent of the total amount, or Rs 32 lakh is 
being provided in the Budget Estimates for 
1985-86. 

When the government moved the Bill in 
the House; barring a token protest from the 
CP1(M) members, the entire house approv¬ 
ed the new measure enthusiastically. It is also 
interesting that neither the government nor 
the opposition parties found sufficient time 
to discuss in the House drought situation in 
the state affecting over 170 talukas. Further 
even on the issue of land reform and im¬ 
plementation of minimum wages for agri¬ 
cultural labour there was not much interest 
among the members. 


WEST GERMANY 

Offensive on Afghanistan 

Rameah Jaura 


WHILE speculation persists about the grow¬ 
ing awareness in Moscow of the need to find 
a political solution to the Afghanistan pro¬ 
blem, the Federal Republic of Germany has 
become the first European member of NATO 
of late to launch an offensive against the 
Soviet ‘occupation’ of that ‘‘former non- 
aligned Islamic country in the Thiid Wsrld’’. 
Bonn has also lauded Pakistan for shelter¬ 
ing Afghan refugees and dealing with the 
USSR. 

In the words of West German Foreign 
Minister Hans Dietrich OenKher "Mcistan 
in particular hat given shelter to over three 
million Afghan refugees, proof enough of 
its humanitarian outlook. Although that 
country receives international support, it is 
having to bear a lar^ proportion of the 
political and economic burdens resulting 
from its humanitarian act.’’ Further: 
‘TWsun sees itself under pressure through 
hostile violations of its border with 
Afghanistan. It has reacted to those provoca¬ 
tions with modoation and circunupecdon, 
for which it deserves credit. We must give 
it political support as wdir 

Ocmclier was speaking in the federal 
parliament Bunded on March 20, a diQr 
after the Fardgn Affeln Committee of the 
Bundestag conducted a two-<bqr pubUc llca^ 


ing on ‘‘six years of war and occupation in 
Afghanistan’’ The hearing was joined by 
representatives of political parties. West 
G^man experts and leaders of seve^ fac¬ 
tions of Afghan tefiigees. On March 21 an 
Afghanistan Day was observed with an ex¬ 
hibition of photogr^shs. This is the first 
time that a freely dected parliament has cast 
a close look at the situation in Afghanistan 
in this manner. 

The West German Foreign Minister made 
some notable points in hit statement to the 
Bundestag. There was a mounting outflow 
of refugees and the violations of human 
righu had assumed grave proportions, he 
said. Four and a half million Afghans, about 
one-third of the population, bad left the 
country. Hundreds of thousands had fled 
from the outlying diMricU into the dties. 
This was the gnmtest leAigee movement since 
World II. Why they had fled was stated 
in the reports by Ermacora, special nq>- 
porteur of the UN Commission on Human 
Rights. 

The Soviet Union was contravening inter¬ 
national law and ftagnutly breaching the 
ban on the use of force enshrined in the 
UN Charter and the Hdsinki Hnal Act 
Afghaidstan had never ibnatcned the securi¬ 
ty of the Soviet Union, but the Soviet Union 


Itself, through itt brutality, was jeopardis¬ 
ing the security of the whole region. 

Genscher challenged the Soviet view diat 
the situation around Afghanistan must first 
become normalised. This was confusing 
cause with effect. "It it in Afghanistan, and 
only there, that normalisation will have to 
bei^’’, he said. "Aiul this process includes 
the withdrawal of Soviet tro^ The 3Wstem 
nations have not interfered in Afghanidan’s 
domestic affairs. They have not soirght to 
establish a sphere of influence tlrete. Nor do 
they want to apod their political and social 
system. They want a smi^ nation, a non- 
aligned state, to regain its right to detrmine 
its own foture free from outsit interferenod’ 

The case of Afghanistan would show 
whether the Soviet Union was willing, as it 
professed, to respect the independence of 
smalt and non-aligned countria. “What is 
there to stop the Soviet govenunent from 
entering into negotiations?” asked the 
Foreign Minister. He added: "They should 
recognise that readiness to negotiate is not 
a sign of weakness” 

Genscher recalled the assurance at the 
Soviet Communist Fady Congress on 
February 25 that a political solution would 
be sought to the Afghanistan prc^lem. The 
efforts to negotiate within the framework of 
the UN offered a possible approach to a 
negotiated solution. The ScMet Union 
should follow that approach. 

The Bundestag also heard a statement by 
Volkmar Koehler, parliamentary state 
secretary in the West German Ministry of 
Economic Co-operation. Koehler said the 
nodh-west border provice and Baluchistan 
were the two provinca most affected by the 
flow of refugees to Mcistan. ’Ihese two pro¬ 
vinca were the leut developed in Fskistan. 
An end to the refugee problem wu not in 
tight. 

The statement furtha pointed out that 
B(sm has been carrying out a special refugee 
programme since 1981 in the framework of 
its development co-operation with Mdtimi. 
The luogramme was aimed at strengthoiing 
economic and social infiastructura in those 
area of the two provinca in which Fakistan 
faced additional burden because of refugee 
presence. The individual projects were 
designed to benefit both the Afghan refUgM 
as well u the local Pakistanis. 

Since 1981, Wat Germany has provided 
DM 108 million within the framework of 
financial assistance to Mcistan for refUgo* 
rtiated meuures. In 1981 an additional DM 
so million wu provided under the ‘rqular* 
technical assistance programmu Btmn spent 
a total of about DM 85 million for bUatcM 
food aid provided to Afghan refogea 
through the UNHCR. As a rault of the in¬ 
creased aid the Afghan refugea in Mcistan 
will be given 30,000 tonna of wheat this year 
instead of 21,500 tonna in IMS. 
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Anti-Caste Movement in Maharashtra 

M H Jadhav 

Dynamics of Cultural Revolution: 19th Century Maharashtra by 
J R Shinde; Ajanta Publications, Delhi; pp 188, Rs 80. 


THIS book represents a commendable 
attempt to present the theory and practice 
of sodal and political reform of Mahatma 
Jotirao Phule in a historical perspective. The 
merit of the book lies in the author's com¬ 
petence in bringing to the fore in his simple 
language the stature of Phule as the most 
remarkable thinker and social reformer and 
political activist of the 19th century. Shinde 
has not used any specific methodology to 
put into any framework the revolutionary 
content of Phule’s revolt against the in- 
equitous Hindu social structure. The book 
will be useful to the younger generation for 
studying Phule’s anti-caste struggles, his un¬ 
compromising attacks on the ancient and 
feudal institutions which were oppressive 
and exploitative of the peasantry and other 
masses belonging to all the lower castes, 
including Shudras and Ati-Shudras, his ex¬ 
position of the Brahminical hegemony, 
superiority and power in 19th. century 
western Maharashtra, and his founding of 
the non-Brahmin movement called the Satya 
Shodhak Samaj. 

Belonging to Shudra Mali caste, Phule 
relentlessly fought for the application of 
democratic norms to the hierarchy-ridden 
Hindu social structure. His anti-caste strug¬ 
gles should be understood in the context of 
his times. As Shinde points out, the whole 
of Hindu society was divided vertically into 
castes and sub-castes; at the apex was the 
Brahmin caste with many rights and 
privileges and at the bottom was the Ati- 
Shudras, the castes of untouchables, depriv¬ 
ed of all rights. Unlike other social reformers 
of his time, Phule did not believe in re¬ 
forming Hindu religion and society, for he 
considered it to be a pointless waste of time 
and energy. Phule worked with great zeal in 
the city of Pune, a city of orthodox and 
obscurantist learned Brahmins and the 
capital of the Brahmin Peshwa rulers, 
towards revolutionising the Hindu socio¬ 
religious structure by overthrowing the 
vestiges of the ancient feudal past and re¬ 
establishing a society based on the principles 
of rationality and equality. Phule gave 
precedence to enlarging the consciousness of 
the degraded and depressed classes. He 
regarded the creation of self-respect and self- 
confidence among the masses as essential for 
achieving his objectives. The methods and 
toob Phule used were not dissimilar to those 
applied by his contemporary upper caste 
social reformers. He brought out journals, 
magazines and pamphlets, wrote book after 
book, founded primary schools and mobilis¬ 
ed the masses. Incidentally, in the teeth of 
opposition from the learned Brahmin 
i^ers and their henchmen, Phule was the 
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flr.st to start schools for girls in Maharashtra. 
It is one of history’s ironies that it was in 
Phule^s school that Brahmin girb in orthodcsc 
Pune first learnt the Marathi alphabets. 
Phule also edited and published a journal 
Deen Bandhu in Marathi for dissemination 
of his revolutionary thought and for ex¬ 
posing the oppressive character of the 
Aryan-Vedic tradition. Marathi was the 
vehicle for spreading his ideas through 
speeches and writings. His use of piebian 
idiom, bordering on the ‘indecent’ on 
occasion, reflected Phule’s non-elitist 
approach. Shinde quotes Phule as stating; 
"anyone who will consider well the whole 
history of Brahmin domination in India and 
the thraldom under which it has retained the 
people even up to the present day, will agree 
with us in thinking that no language could 
be too harsh by which to characterise the 
selfish heartlessness and the consummate 
cunning by which India has been so long 
governed”. The anti-caste struggles and the 
Satya Shodhak movement Phule launched 
were not directed against the Brahmins as 
a community or as individuals but against 
Brahminism. Phule’s generation could not 
forget the nightmare of the exploitative and 
oppressive Brahmin Peshwa rule- under 
Bajitao 11. 

Another merit of Shinde’s study is that he 
has rejected the theses of some foreign 
scholars characterising Phule’s anti-caste 
struggles and his uncompromising fight for 
the application of democratic values to the 
Hindu social structure as conflicts between 
ethnic and caste groups in Maharashtra. 
Phule viewed his efforts as a means to 
eliminate the inequitous, oppressive, ex¬ 
ploitative and divisive Brahmin rule. Shinde's 
analysis of socio-religious reforms in the 
middle of 19th century provides critical in¬ 
sights into the sharp cleavage between the 
radical reformers (the non-Brahmin re¬ 
formers of whom Phule was the most 
authentic and powerful spokesman) and 
liberal Brahmin social reformers. Shinde has 
brought out that the commitment .of the 
Brahmin liberals towards their own social 
reform movement was superficial. The upper 
caste liberals dominated the political 
platform—the Indian National Congress— 
in the earlier period. But as orthodox 
pressure began to mount, tj^e liberals came 
under the control of Lokmanya Tilak, the 
leader of the upper caste (and upper class) 
nationalbt movement. The Tilak-led extreme 
orthodox liberals, who were called ‘Jahaals’ 
(extremists), emeti^ to oppose the ‘Mavaab’, 
the moderate upper caste liberals led by 
Justice Mahadev Oovind Ranade and others. 
Shinde brings out the cleavages between the 
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two: "In contrast to the liberals and 
moderates the ideology of the extremists 
stemmed from a Hrm faith in, and the asser¬ 
tion of, the superiority of Hindu culture as 
against Western or any other culture. This 
faith was aided by the Aryan theory of Race 
popularised by the European orientalists and 
adopted enthusiastically by tha Indian elite. 
The acceptance of this theory even by the 
liberals like Ranade was unfortunate The 
Aryan theory implied racial superiority. Its 
acceptance exposed the hollowness of their 
stance as reformers. It was in fact an expres¬ 
sion of the retreat from the original zeal of 
reforming religion and society on principles 
of equality and rationality!’ Thus, in the 
1870s, the social reform of Brahmin liberals 
and the social revolt of Phule emerged as 
diametrically opposite tines. Phule incurred 
the wrath of the Brahmins further what he 
opened a small drinking water tank near his 
house for the Mahars and Mangs (Harijan 
castes). It Svas a revolutionary act. Gopai 
Hari Oeshmukh, a Brahmin, had been the 
first among reformist thinkers in Maha¬ 
rashtra. He-wrote his Shatpatre (‘Hundred 
Letters’), in which he attacked priestly 
obscurantism and the whole Brahminical 
culture, under the pen-name Lokhitwadi. 
Lokhitwadi did not, however, take any step 
to ameliorate the conditions of the Harijans 
and remained aloof. Finally, both the 
orthodox and the liberal reformist Brahmins 
parted company with Phule. This was more 
than welcome to Phule who by then had 
become the arch enemy of Brahminism. His 
book Gulamgiri (‘Slavery’) written in 1873 
and the foundation of the Satya Shodhak 
Samaj in 1873 snapped his ties with the 
liberal Brahmin reformers. In his analysis of 
the traditional Hindu socio-religious system, 
Phule took an uncompromising position as 
one looking at the system from outside and 
not from within as part of it. Great social 
reformers from Ram Mohan Roy to Ranade 
accepted the validity of the ancient scriptures 
and sought their support to justify their 
social reform movements. But Phule accepted 
only rationality and humanism and judged 
all prevailing customs, traditions, social 
practices, religious beliefs, rituals and even 
scriptures on the basis of these principles. 
Phule held the institutions of caste respon¬ 
sible for the decadence of Indian religion 
and Society. Tb him the caste system was tpe 
anti-thesis of the principle that all men are 
equal, and the caste hierarchy was the asser¬ 
tion of the inequality of man. He dismissed 
all religions and in particular the dominant 
religious traditions of India and Hinduism. 
His convictions and work were directed 
towarls redeeming the Shudras from the 
bondage of slavery and discrimination. 

In the context of his times, Phule's 
economic and political ideas'were radical 
and revolutionary—directed towards libera¬ 
ting the peasantry and the downtrodden 
from exploitation and oppression. Thus he 
became a great critic of the land policies pur- 




ECONOMIC AND POLITICAL WEEKLY 


Apnl 26. 1986 


sued by the Bntish rulers He pointed out 
that the Bntish government provided 
security and safeguards to the property 
rights of the moneylenders and merchants 
through vaiious legislations whereas the 
working millions were not protected against 
exploitation According to Shinde, Phule 
questioned the validity of the British con 
cepts of law and order and the rule of law 
and described them as simply a matter of 
decorum and a mere formality without any 
content of justice In Phule’s view, the new 
British system of Rayatwari land tenure 
making the individual cultivator responsible 
for the payment of land revenue on his farm 
and turning the land into a saleable and 
mortgageable commodity together with the 
new legal system and its court procedures 
accelerated the process of land alienation 
He was agitated because the result of the 
policy was huge transfer of land from 
peasants to moneylenders, usurers and mer 
chants He criticised the Deccan Agii 
culturists Relief Act of 1879 as useless for 
IS he pointed out, such measures could not 
cither prevent indebtedness or land aliena 
tioii He stood by the tenant sharecroppers 
and attacked^the Khots (possessors of vast 
lands) for their exploitation whereas as 
Shindc pointedly mentions, I^kmanya Tilak 
had supportc*d the Khots against the tenants 
With his perception of the myriad problems 
of the peasantry, Phule brought forward 
Iresh ideas for the development of agri 
culture and rural economy in general and 
amelioration of the conditions ot the 
peasants and the tenant cultivators Phule 
provided meaningful leadership to the 
illiterate and exploited masses ot cultivators 
and tenants He came forward to point out 
that British policy tor agriculture was heavilv 
biased against the interests of cultivators 
But Phule was in a dilemma For him native 
rule either in the form of Peshwa rule or in 
the toim ol the emerging idea of liberalism 
meant rule by Brahmins Shinde says that 
tor Phule opposition to British rule was not 
in the interest of the masses whose cause he 
championed Phule’s response to the British 
government was mixed He criticised the 
British for neglecting the interest of 
agriculture and for giving more oppor 
tunnies to Brahmins and providing sate 
guards to moneylenders and merchants But 
at the same time, Phule did not join hands 
with the nationalist Brahmins who wanted 
to drive the British Out 
The nationalism that emerged in thecoun 
try in these circumstances was the ‘nationa 
lism’ of the Brahmin elite. Particularly in the 
latter half of the 19th century it was a class 
response to the changed situation The 
educated Brahmins were denied higher pov 
tions and higher salaries in the bureaucracy 
and the judiciary, and they resented the col 
ontal attitude of the British rulers On the 
other hand, the reform movement by 
advocating the extension of education to the 
lower castes posed a challenge to the 


Brahmin monopoly of education and the 
services Shinde concludes that the extremist 
Brahmin leadership adopted the twin 
strategy of championing the cause of Indian 
nationalism and denouncing social reform 
in the name of the Hindu religious tradition 
Evidently, the ideas and actions of these 
upper caste nationalists expressed the in 
teiests of a class and not of the nation as 
a whole Phule kept himself away from any 
of the political camps for he thought none 
of them represented the rural masses He was 
convinced that the Shudras themselves 
would have to shoulder the responsibility of 
revolutionising society and restructuring it 
on the principles of equality It was here, as 
Shinde points out, that Phule looked 
forward to the Bntish rulers helping the 
plebians in throwing away the centuries old 
yoke of Brahminual oppression Phule did 
ndt see any significant difference between 
alien rule and independence as advocated 
and understood by the extremist upper caste 
nationalists lo Phule the Brahmins were as 
alien as the British He characteiised the 
Indian National Congress as demanding 
higher positions tor Indians in the bureau 
cracy and the judiciary which only le 
presented the needs and aspirations of the 
educated urban Brahmins 1 he Congress was 
dominated in the eyes of Phule by 
Brahmins and Phule did not agree with its 
concept of national unity In his view 
national unity could not be created out of 
inequality 

Phule s expectations of help from the 
British rulers in his struggles for dismanti 
mg the structiiu and superstructure ot 
Hindu socio religious tradition wcie doomed 
to be disappointed British rule brought m 
Its wake changes in education economy 
politics, administration and agriculture in 
the 19th century However the Bntish rulers 
did not interlere with the prevalent socio 
religious Older The British knew that Phulc's 
movement would not piomote and serve the 
cause of their colonial rule. They wanted to 
graft capitalist relations on the old feudal 
system to have an administration suited to 
colonial exploitation 

British rule, in the meantime, evoked dif 
ferent and contradictory responses The 
urban based upper castes welcomed the col 
onial rule because they knew they would pro 
sper under its dispensation From among 
them emerged upper caste Brahmin leaders 
in the intellectual and professional f elds 
who were responsible for what is called the 
'renaissance* Shinde has called this the 
“dominant tradition ’ Simultaneously, there 
surfaced a “little tradition" by way of 
response to the changes m 19th centuty and 
also as a reaction to the fluctuations in the 
“dominant tradition” According to Shinde, 
Dero/eo’s Young Bengal movement, the 
Dravidian movement in the South, the 
Santhal movement and movements and up 
surges led by the peasants, workers and 
tribals constituted the “little tradition” 


Phule was the great leader of the “little tradi 
tioif ’ m Maharashtra which was charactens 
ed by his struggles for destroying feudal and 
semi feudal relations, by a programme for 
the completion of the democratic revolution, 
and by his search for the identity of the 
Shudras 

What happened to Phule's Satya Shodhak 
movement after his death in 1890 is not the 
subject of Shinde’s book However, Shinde 
has succinctly brought out in the epilogue 
the defeat of Phulc^s movement and explored 
the roots of its failure in historic and socio 
economic forces No doubt Phule directed 
the fire of his indignation at the Brahmins, 
but his vision was not a narrow sectarian one 
but a consistently democratic one Phul^s 
followers in the Satya Shodhak Samaj would 
not accept the founder’s equation of Shudras 
with the Ati Shudras (Hanjans) These 
followers belonged to the higher castes 
among the non Brahmins After Phule's 
death, his movement came under the con> 
trol of the non Brahmin land-owning and 
business castes and feudal kings The leaders 
ol the movement, instead of identifying with 
the All Shudras demanded for themselves 
a higher status within the Arvan fold which 
was dented by the Brahmin leaders including 
filak The leadeis of the non Brahmin 
movement, particularly the upper caste 
Marathd leaders, were scornful of the castes 
below them As Shinde has rightly pointed 
out, the degeneration of the movement was 
the outcome of the discarding of Phule's 
equahtanan and revolutionary ideology 
Why did a movement based on an ideology 
reflecting a deep passion for equality and 
rationalism pass into the hands of forces 
opposed to these pnnaples? Shmde attempts 
to answer the question Firstly, the material 
conditions of the masses in whose revolu¬ 
tionary consciousness lay the success of the 
movement were far from satisfactory The 
people failed to fulfil the expectations of 
Phule who wanted them to shed the dogmas, 
superstiuons and illusions of another world 
and rebirth and the notions of caste, etc 
Social and religious dogmas and notions 
have a strong link with the conditions of 
material existence ol the people British 
polivies did not alter these conditions 
tavourabiy The changed situation under the 
British was more conducive to the streng 
thening of their religious superstitions and 
dogmas The leadership of Phule's move 
mem passed into the hands of the better off 
sections among the non Brahmins, notably 
the Maratha caste leaders who used the 
ideology tor their narrow selfish puiposes 
in their fight against the Brahmins Accor 
ding to Shinde, “Anti Brahmtnism could be 
easily turned into ami Brahmin casteism 
because the ideology ia<.ked firm economic 
foundation based on a clear understanding 
ol the essential link between the property 
relations and the culture of any people” 
Shinde has also shown Phule's shortcom 
ings m understanding the true nature of the 


741 



April 26, 1986 


ECONOMIC AND POLITICAL WEEKLV 


imperialist government in jlndia Shinde 
argues that Phule’s rejection of the early 
natiomdists of the late 19th century because 
they were Brahmins cannot be justified 
Phule offered no alternative programme 
Secondly, imperialist exploitation could not 
be justihed and supported on the ground 
that those who opposed the British rulers 
were conservative and socially undemocratic 
Phule also failed to recognise that the 
peasants and masses were the ultimate 
victims of colonial exploitation The im¬ 
perialist machinery was geared to the task 


PERHAPS the best way to begin a review 
of this book will be to ask you to read it 
It is eminently readable, unlike most works 
on what we insist on calling ‘higher cduca 
tion’ (a varna approach even to education'). 

It is sane and offers a lifetime of wisdom and 
insight from one ol the few educational 
thinkers of India Amnk Singh recalls that 
he chose to be a teacher when he really 
wanted to be a journalist, in this book, 
which is really a collection of period pieces 
(updated in statistics and made even more 
relevant by the introduction and conclusion) 
Amnk Singh reflects the best features of the 
profession he adopted and the one he 
missed This is a talkative book, there are 
lots of anecdotes and quotable quotes But 
the mission of the author is serious and 
sobering 

Amnk Singh emerges as a good friend 
and guide but not as a philosopher The 
book helps us to understand better things 
that all of us think we know, the diagnosis 
is truly symptomatic We must recognise 
with Amnk Singh that the university educa¬ 
tion is in crises because 

(i) of the phenomenal expansion of the 
system, in terms of number of universities, 
enrolment of students (p 41), number of 
teachers (p 177) and expenditures (pp 31 32, 
178). 

(ii) the expansion does not necessanly reflect 
a desire on the part of students to learn or 
educate themselves but merely to seek 
‘cemfication for jobs correspondingly, the 
universities have to perform the ‘ugly* task 
of baby sitting (p4), 

(III) despite the relatively good pay scales 
today, the ‘quality of teachers' has declined 
so sharply in recent years that “even to hope 
that things will not detenomte looks hke an 
exercise in optimism” (p SI), 

(iv) teaching has ceased to be a “profession” 
judged by the twin criteria of the pursuit of 
excellence as a goal and adoption of a code 
of ethics for the community (pp 179 181), 

(v) the growth of trade unionism’ among 
umversity teachers has become a ‘curious 


of this exploitation The very British legal 
system ejected the peasants from their land 
In sum, British policies were against all that 
Phule stood for Shinde concludes that “His 
[Phule's] thought reflected the pre industrial 
situation and Phule failed to perceive the 
essential link between the existing property 
relations and exploitative socio cultural set 
up and hence failed to give a viable philo 
sophy to combat the formidable collabora 
tion of the bouigeosie and the feudal classes 
on the one hand and British imperialism on 
the other” 


mix’ in the sense that the teachers' movement 
compares itself with civil services (p 19) and 
yet claim ‘autonomy* without accountability’ 
(pp 213, 221), 

(vi) this curious mix has created a ‘style of 
unionisation which thwarts conscientious 
university and college administrators even 
from exhorting teachers to teach seriously 
(p 18), as a consequence in India today “on 
an average, colleges worked for 147 days and 
universities for 143 days” (p 18, sec also 
pp 193 204 discussing the problem of “full 
time wage for part time work”), 

(vii) the political decision makers are unable 
or unwilling to take a rational, long term 
approach to educational policy when con 
fronted with agitational politics by teachers’ 
unions (pp 203 209), 

(viii) the federal presence in terms of educa 
tional insututions controlled and directed by 
It IS rather slender (p IS), and organisations 
hke the UOC have failed to accompbsh their 
purposes of co ordinating standards ol 
education (p 119 126). 

(ix) political intervention ‘from behind the 
scenes’, ‘backstage mampulation and arm- 
twisting’ constitute the ‘real menanc^ to 
umversity education (pp 212-13) 

What IS to be done’’ Amnk Singh’s call for 
“sleepless vigilance and acadenuc commit 
ment” (p 221) is not a practical answer, given 
the foregoing configuration Indeed, as he 
says, perhaps, “the absence of concern is 
at the root of the problem” and this in 
difference m turn due substantially to the 
“ethos of public life” and “insidious as well 
as invisible” political intrusion (p 217), is 
fatal to growth of umversity autonomy 
There is a critical tension betsveen Amnk 
Singh’s diagnosis and prescnption If the 
bulk of teachers are not interested in 
academic excellence if a majority of 
students are not really motivated by learn 
ing and if, at least in the non-professional 
sectors, university education performs tasks 
other than education (baby-utting), then the 
stirring call that teachers develop ‘concern’, 
'commitment’ and ‘vigilance’, authentic and 


admirable though it is, does not amount to 
more than a cry in the wilderness 

II 

What one misses in Amnk Singh’s 
analysis is a structural perception of univer 
sity education and of the teaching com 
munity as a social formation and the 
mamfest and latent interests served by these 
’Baby-sitting’ is not all that universities do, 
this would be readily agreed What else do 
they do or not do for a traumatically 
changeful Indian society’’ Does college 
going by Itself signify a social change of 
some magnitude7 If so, what does it signify 
—counteracting the family, imparting some 
degree of secularisation, and providing op 
portumties for self-articulation in university 
and other related social contexts7 Are these 
not the values that, all said and done, liberal 
education should perform in a democratic 
society’’ And does university education 
perform the worthwhile functions for the 
underprivileged sections of society’’ 

The perspective of the underprivileged is 
altogether missing in Amnk Singh’s analysis 
1 will never forget the occasion when I went 
into an interior tribal village in South 
Ciujarat (during my term of office as vice 
chancellor) When an adivasi youth raised 
the question, openly and boldly, why 
students from the area were being advised 
to enter vocational courses instead of col 
leges He asked “Would you urge the same 
for the ujjaltai (white or castewise the twice 
born) students’’’ He made us realise that 
all our talk of ‘excellence through ‘limited 
enrolment’ has somehow coincided with the 
access to education by the most deprived 
sections of Indian people The adivasi youth 
has taught me that the very opportunity for 
entering a college is lor him, and thousands 
like him, an opportunity for social justice 
He would surely like the most excellent 
education, catering to his needs But his 
second best choice is just about any educa¬ 
tion leading to any sort of degree A ‘place 
in (he sun’ approach to education may not 
be satisfactory either for givers or seekers of 
education, but it is an approach that mat¬ 
ters a great deal to the socially deprived, 
disadvantaged and dispossessed stratas of 
contemporary Indian society 

In conceptualising an abstract process 
called ‘excellence in education’ as a victim 
of expansion of university education, Amnk 
Singh’s analysis altogether ignores the sub¬ 
jective experience of relative depnvation of 
access to education (even if tt be access to 
degree) by the concrete ywtun groups of 
Indian society ‘Quantity’ versus ‘quality’ 
can have only one moral answer, that is, 
quality But the crucial question is quahty 
for whom, for how long, and at whose cost? 

If the word ‘student* is one word but many 
social uid historical realities, the word 
Teacher’15 also such Nowhoe does one And 
in the book under review any detaUed sodal 
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profile of university teachers Obviously, all 
these teachers must be the best of a b^d lot 
of students, since some threshold qualifica¬ 
tions are prescribed and do operate in the 
selection process Even if we assume, with 
Amrik Singh, that the very best go elsewhere, 
those people whom we describe as teachers 
conform initially to some level of academic 
competence Who are these people’’ What 
happens to them when they become settled, 
as It were, in their careers'* Why do they as 
d wommunity become what Amrik Singh 
depicts them to be"* Driven by these sort of 
questions, 1 visited a large number of 
affiliated colleges of South Gujaiat Univer 
sity during 1982 85 and held extensive 
discussions with colleagues I began my 
dialogues ssith them by asking “What do 
we mean or want to mean when we say we 
are teaching’” When I analysed their 
responses and said that all that they possibly 
meant by teaching was “publu^ exercise of 
vocal chords for a prescribed time for a 
prescribed remuneration” they all vigorously 
protested krom there on we introspected 
about the nature ot learner participation in 
teaching Not merely colleagues agreed that 
teaching should not bt a monologue but a 
dialogue, many ot them also requested me 
to organise seminars and colloquia on 
creative communication in classrooms We 
requested our education technology specia 
lists to do such programmes and results, 
though limited, seemed encouraging indeed 

The point ot this anecdote is to suggest 
that any stereotype encompassing most or 
all college teachers is misleading There are 
very few teachers in colleges of liberal educa 
lion m my experience at any rate, who do 
not wish to learn and unleat n, ptm ided (and 
this IS a big ‘it’) that this is done on a basis 
of fraternity and not much vaunted exper¬ 
tise I he trouble simply is that most univer 
sity professors and vice chancellors do not 
take the view that learning and helping 
others to learn is neither a function of ex 
pertise nor of hierarchy and still less of ex 
offiuo knowledge 

But all this IS still anecdotal a la Amrik 
Singh The real issue is do we understand 
the characteristics of the social formation 
that we chose to describe as teachers'* I am 
afraid the anwer is in the negative As far 
as I know, and that may not be much, we 
have neither a theory nor even a pre theory 
of university teachers as a social formation 
nor empirical profiles of such teachers By 
a theory, I mean the approach best tllu 
strated by Allvin Gouldner in his “The 
Future of Intellectuals and the New Class” 
(1979) We have been so heavily influenced 
by Edward Shils’s essay on Indian intellec 
tuals as not even to notice Nirad Chaudhun’s 
"Intellectual m India” (1967) 

This being the case, it is difficult for me 
to accept many of Amnk Singh’s generalisa 
tions concerning university teachers But if 
we assume with GouidPer that university 
teachers in India (and his analysis was not 


intended ever to extend to them) form a ‘New 
Class’ with a highlv ambivalent relation to 
the state, it would seem certain to me that 
our definition of the problem of university 
education would itself be transformed into 
more creative restatements of the pio 
blematic Space does not allow me to 
develop this theme lurther, but interested 
readeis may find my ‘Extremism against Ex 
cellence On the Clerical Mode ot Produc 
tion’' of some interest 
Teachers’ movements in India have to be 
also understood as an aspect of the previleg 
ed New Class In a land of planned pauperi 
sation of the masses, teachers’ movements 
for better wages (tor ‘running grade’ which 
prevents a thinking grade, because vou 
cannot think systemtically even as you run) 
seem morally outrageous At the same time 
such demands make sense given the privilcg 
ed position of university teachers as a ‘New 
Class’ in relation to state power Serious 
questions arise when teachers represent 
themselves as exploited workers, ther sub 
jective perception as ‘exploited workers’, 
given their ‘objective’ class positions relative 
to the Indian masses needs further analysis 
Similarly, the true significance of the state 
lesponse to teachers demands is not giasped 
by characterising it as an exercise in ex 
pediency When demands declared as ‘non 
negotiable’ aic conceded, what is occurring 
IS a revision of teims ot trade, as it were 
between the New ( lass and state powei ‘Lx 
pediency’ provides an explanation only in 
microscopic situations oJ ‘yielding, even 
here the deep structure has to be deciphered 
Amrik Singh’s observations often create 
the impression, inadvertently though, that 
politics IS bad even in a democracy and that 
certain areas aic to be demarcated as out 
side ‘politics’ If bv ‘politics’ is meant the 
exercise of democratic rights of students, 
employees and teachers, cnsbiined in the 
Constitution the lights ot freedom of ex 
pression of speech assembly and associa 
tion, then ‘depoliticisation is an 
undemocratic prescription ^ I( by ‘politics 
we mean, as Amnk Singh demonstrates, 
‘backstage armtwisting’ by those in powci 
outside the university, this raises the ques 
tion of the ‘mix’ of formal and informa 
relations between the managers of the 
university educational svstem and the 
political system ^ hether these relations will 
have a limiting or adverse impact on 
‘autonomy’ will depend on the nature, sc spe 
and intensity of this ‘mix’ 

An extreme example of such a ‘mix’ is pio 
vided by the recent ordinance in Bihar 
which makes the term of vice chancellors 
contingent upon, the pleasure ot the 
chancellor (that is, governor, that is in turn 
the education or chief minister although 
there are good reasons for thinking that the 
governor acting as chancellor is not bound 
constitutionally to follow the aid and advice 
of the council of ministers) If academics 
accept vice chancellorships in Bihar under 


this ordinance, we should simply foiget the 
notion ot autonomy Similarly, if vice 
chancellors themselves are keen to oblige 
their political patrons and are mere puppets, 
It IS no use asking the teaching community 
to struggle for autonomy They may, and 
ought to, struggle for internal autonomy, 
that IS academic freedom to teach and learn 
But tor them to struggle tor autonomy in 
the sense ot relative autonomy from the 
polity would require not meicly internal 
cohesion but also such loyalty to an abstrac 
non called ‘relative autonomv ’ of the univer 
suy as to lustify prolonged struggle against 
the ‘system It conscientious teachers begin 
to accept alienation as a way of life in 
a univcisitv headed by a puppet vice 
chancellor we should be hesitant to flay their 
morality But in the normal run, vice 
chancellors are not so much pushed by 
politicians but act as if they are so pushed 
Such people have a very weak self image of 
themselves and aic ambitious for a second 
term and other luciativc pastures upon the 
completion ot then terms To them it is a 
question/>t career and ambition If such 
people feel harassed by assertions of internal 
and external autonomy by teachers students, 
karmacharis, or by their anomic behaviour 
they deserve very little svmpathy In contrast, 
an academic vice chancellor is a person who 
IS not bothered about a second term or other 
career alternatives, onlv when such a person 
heads a universitv can one sensiblv talk 
about the preservation ot ‘university auto 
nomy’, and one can justly regard sections 
of the universitv community as blameworthy 
if they do not suppoit him or her 

Ot course, this obsession with a vice- 
chancellor represents in itself a very limited 
understanding of university autonomy, they 
arc elsewhere rather invisible In mv six years’ 
teaching experience at Umvcisity of Sydney, 

I saw the vice chancellor onlv twice once 
when the law students union invited him for 
a dinner, the second time when he invited 
me for a discussion I lecali vividly our emo 
tional conversation, wc did not agree on any 
point of policy, vet at no time was I made 
to tcel that 1 was a lecturer of an Indian Wc 
were just two academics who very shaiply 
disagreed on a matter of public policy For 
preservation of university autonomy, both 
internal and external, requires defeud^ising 
the office of vice chancellor Exaggerated 
public respect tor the office and atrocious 
charactei assassination of the vice chancellor 
in private are both aspects of educational 
feudalism 

The fact that the state chooses the vice- 
chancellor signifies that universities cannot 
be totally autonomous of polity, they can 
onlv be relatively autonomous Maintenance 
of this relative autonomv is a daily enter¬ 
prise, no matter who the vice chancellor is 
Teachers, students and karmacharis have a 
vested inteiest in protecting and expanding 
internal autonomy of a university An in¬ 
teresting comparison is available in the 
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JNin iK 

9^ OB m wtiole, the tmditioh of a reUdve- 
AutoBomotu judiciary has been protected 

wid promoted in India Why should it be 
dtftereni m umversmes, barring of course 
the perversities \iVie the Bihar Ordinance’ 

HI 

Amnfc Singh is not fai of the mark when 
he concludes that the “real issue in univer¬ 
sity management" is not ‘autonomy’ but 
‘accountability’ (p 221) But the tenor ot his 
analysis seems to suggest that accountability 
can be achieved without autonomy One 
would think that the latter is at least a pre¬ 
requisite for the former Be that as it may, 
Amrik Singh does not tell us precisely what 
he means by ‘accountability’ Is this accoun¬ 
tability owed to the bulk of students who 
wish to learn only that much which will give 
them a degree’ To parents who are simply 
not bothered about universities’ Tb educa¬ 
tional planning institutions like the UGC’ 
To governments which fund’ To the peer- 
groups in their fields ot specialisation’ To 
then own selves as moral social agents’ I 
think that Amrik Singh, all said and done, 
will want to say that accountability amounts 
to a sense ot moral responsibility to oneself 
And It IS concretised by questions such as 
“Was 1 right in not taking the class today' 
Do I feel dissatisfied with the wav I teach' 
Do 1 remain available to my students tor 
discussions and consultations’ Do I have an 
appropriate and adequate conception of 
academic excellence'” 


Such a notion of accoutitability involves 
self-deflnititMis of a toie of a teacher, of 
access to social biography of teachers as 
moral sodal agents, resolving conflicts of 
loyalties between the deflnition of role as 
teacher and other self-definitions of other 
roles (as parent, as social or political 
activists, as researcher, etc), and above all 
an assessment of role facilities and resources 
available for optimal role-performance. 
Amrik Singh tak^ the view that the bulk of 
teachers have no conceiMion of their role as 
moral social agents, I take the vies' that they 
have but the system neither offers them role 
tacihties and resources nor allows any scope 
for a dynamic development and articulation 
of these role-defimtions. When the univer¬ 
sity and college teaching systems are so 
hierarchically organised as even to prevent 
freedom of expression between a junior and 
a senior teacher or between all teachers and 
a principal or a vice-chancellor, where com 
munication channels are feudalised and re¬ 
quire obeisance to authority and hierarchy, 
accountability becomes organically related 
to the structure of university education In 
any case, I would regard this cssmtially as 
an empirical question, which cannot be settl¬ 
ed by itpe (iixil 

IV 


The real Unii«r$ity has no specific 
location It owns no property, pays no salary 
and receives no material dues. The real 
University is a state of mind It is that great 
heritage of rational thought that has been 
brought down to us through centuries and 
does not exist in any specific location It's 
a state of mind which is regenerated through¬ 
out centuries by a body of the people who 
traditionally carry a title of professor, but 
even that title is not a part of the University 
The real University is nothing less than a con¬ 
tinuing body of the reason itself 
In addition to this state of nund there’s 
a legal entity which is unfortunately called 
by the same name but which is quite another 
thing This IS a non-profit corporation, a 
branch ot the state with a specific address 
It owns propertv, is capable of paying 
salaries, ol receiving ironev and of respon 
ding to legislative pressures in the process ’ 
C an we redeem the so-called higher educa 
tion wnthout recovenng the idea of a univer¬ 
sity’ This IS the inarticulate question under 
lying dll the worthwhile things that this 
eminently readable book articulates And it 
is this question that Amrik Singh silently 
poses by his dedication of the book to “those 
in the profession who understand what it 
means to be a teachei” 

Notes 


Amtik Singh has rendered a valuable 
service in insisting that a proper conception 
of a university is that which stresses that it 
IS a community ot autonomous moral 
agents I agree with him and I am sure he 
would agree with Robert Ptrsig 


1 Vfaimtream, Annual Number, 1984 
pp 19 21 

2 Upendra Bavi, ‘Draft Ciraduaies foi Adult 
Liteiacy’, 30 iojana 66 (lanuarv 26, 1986) 
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SPECIAL ARTICLES 


Development of Modem Language Text-Books 
and the Social Context in 19th Century Bengal 

Poromeah Acharya 

Colonial rule in West Bengal created conditions congenial to the growth of a new social class o/bhadraloks. 
It IS to cater to the needs of this class that the modern system of education developed in 19th century Bengal 
Modern Bengali language developed during this period as the language o/bhadraloks and modern language text¬ 
books emerged as a corollary to the new system of education and reflected the cultural world of the bhadraloks. 
In the process indigent people, who had earlier participated in the indigenous vernacular system, were left out 
of the elementary system that took its place Education became exclusively a bhadralok (tffair In fact, this new 
education system developed parallel to the destruction of the indigenous system of the ordnary people 


1 HIS paper attempts to stud> the develop 
mcnt o( modern language text book& at the 
primary level in relation to the social 
development in 19th Century Bengal We 
have developed our study in the following 
manner 

(1) We have traced the development ol 
modern language text books We have 
also made a comparative study ot text 
books in pre colonial and colonial 
period to understand the character of the 
change 

(2) \^c have examined the development ot 
modern veinaculai education system in 
Bengal and its relation to the develop 
ment of modern language text books 

(1) We have studied next the growth of 
Bengali bhadraloks as a so6ial class and 
the development ot bhadralok culture 
in terms ot language, literature and 
religion 1 he lelation between bhadralok 
culture and the new vernacular educa 
tion and language text books has also 
been examined 

(4) In conclusion the exclusive character of 
the modern language text books has 
been highlighted 

Dt-vtioPMFNT OF Modern 
1ANOUAOE Text Books 

There was an extensive system of in 
digenous vernacular education in Bengal 
during the pre Bntish period William Adam 
conducted a survey on indigenous vernacular 
education in Bengal in early 19th century 
He noticed that a growing trend of participa 
tion of the labouring classes in the system 
of indigenous education existed then and 
continued till the introduction ot English 
system of complete education ' There was 
however, hardly any language text book as 
we conceive of it today for the students of 
numerous Pathsalas or tndigenous ver 
nacular schools But there were books in 
manuscript form which conuined lessons 
both on language and arithmetic ^ Those 
were to be called, rightly, teachers' guide¬ 
books compiled mainly by Gurumashayas 
or teachers of Bengali pathsalas In pre- 
British period as printing machine was not 
in vogue such books in manuscript were 


largely used bv ihe Gurumashayas Joygopal 
Ikrkalankar, the renowned Sanskrit scholar 
and Professor of literature at Sanskrit 
College, Cakutta compiled his Siksha Sar 
‘a book for the education of the children’, 
in that tradition I he second edition of this 
book was printed at Srirampur in the 
year 1818 

A common name of books compiled in 
that tradition was Shishubodhak It con 
tamed barnamala (alphabets), spelling, letter 
writing, multjphcation tables, arithmetic and 
moral lessons like Gurudakshina, Chanakva 
slokas, etc It is interesting to note that it 
contained also English alphabets along with 
Bengali alphabets and the names of English 
months with that ot Bengali months ’ It is 
all the more interesting to note that the con 
tents of the book included the regional varia 
tions of the measurement rules A closer 
study ot the contents reveals that the em 
phasis IS on utilitarian aspects of education 
The contents included the rules of land 
measurements agricultural accounts 
aamindari accounts, commercial accounts 
and how to write different types of letters 
and keep land records It also included the 
rules of measurement required by masons 
and the rules of cubic and square measure 
ments required for digging ponds 

These books, however, cannot be con 
sidered to be language text books in the 
modern sense of the term The genesis of 
the language text book at the primary level 
as we conceive of it today can be traced to 
the mid raneteenth coitury A Bengali Primer 
in the model a sense ol the term can be said 
to have been written first in the year 1849 
by Madanmohan Ihrkalankar a former stu 
dent of Jcygopal Ikrkalankar Madanmohan 
Ikrkaliinkar, a poet and a Sanskrit scholar, 
worte his Shishu Shiksha, Paits I, II and III 
to meet the long felt need for an appropriate 
primer for children introducing them to 
language study and particularly, to meet the 
requirements of the students of the girls 
school founded by Bethunc* There were, 
however, other primers like Burnomalla, Part 
1, II and III, compiled a little earlier by 
Khetromohan Dutta, the superintendent of 
Hmdoo College Pauthsalla for the use of the 
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students ot that Paulhsaila, and Bamomala 
Parts I and II, published first in the year 
1830 31, by Calcutta School Book Society 
for the use of the students of School 
Society’s schools' It appears that the 
authority of Hindu College Pauthsalla did 
not consider the School Book Society’s 
Barnomala suitable for their students Yates, 
the secret-'ry of the School Book Society^ 
however, did not find Dutt’s ‘Burnomalla’ in 
any way better than the sex ‘ety’s Bamomala 
According to him ’ The Spelling Books 
(Burnomalla) contain very little but what has 
been published before 
Both the books followed more or less the 
logical steps of language teaching, i e, in 
iroducing alphabets, word making amd 
sentence construction in succession They 
adopted this model from the English primers 
of the time ^ In the I8S1 edition of Bamo¬ 
mala Part 1 published by Calcutta School 
Book Society we find that the book begins 
with Bengali alphabets (vowels and con¬ 
sonants) arranged according to the phonetic 
order It is interesting to note that the 
alphabets were presented also without any 
order so as to examine the attainments of 
the students in this regard ^ After that the 
students were introduced to compoutui 
letters or Juktakshar of different types,’in 
spite ol the fact that Juktakshars are hardly 
necessary for introducing the children to the 
study of Bengali language \\ords contain¬ 
ing compound lettcis used in Bengali are 
generally Sanskrit words oi Tatsama words 
There arc few Bengali vvoids containing 
compound letters particularly compound 
letteis containing more than two alphabets 
After compound ktteis students are in 
troduced to word making of different types, 
namely, by two letters thiee letters, four 
letters, etc, and ol different combinations of 
vowels and consonants Barnomala Part I 
ends with the rules of spelling called Natwa 
and Satnabidhi Sanskrit influence is 
quite evident Pait 1 is complete in 36 pages 
Pan II begins with sentences and includes 
passages of moral lessons The language is 
Sadhu Bhasa or ‘High Bengah stuffed with 
Tatsama or Sanskiit words It is complete 
an 56 pages " We have heard of another 
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'Bornomala. It was published in the year 1844 
Uitwabodhini Sabha esublished by 
i:Devendra Nath Ihgore, for the use of the 
' students of Iktwabodhini PathsaJa.'^ 
t It is interesting to note that Madanmohan 
. 'Ikrkalankar also wrote his Shishtf-Shiksha 
^primarily for the students of the girl’s 
!. school founded by Bethune. It is apparent 
that Madanmohan did not consider the 
language text-books published earlier, i ^ the 
! three Barnomalas discussed above, to be 
appropriate or good enough for introduc¬ 
ing children to language study. An examina¬ 
tion of different parts of Shishu-Shiksha 
may lead us to appreciate his views in this 
regard. Shishu-Shiksha, no doubt, followed 
; the model of English primers of the day. It 
begins by introducing alphabets and pro¬ 
ceeds through word formation to making 
sentences. It, however, differs from the 
earlier primers in very significant ways. First 
it made the children acquainted with simple 
words and sentences before introducing 
them to compound letters or any rules of 
\^grammer. Children learn first to make simple 
words by joining letters and using different 
' vowel forms like, Kara, Kari or Kata, KSIa, 
Kuia, etc. They learn to construct simple 
. sentences with familiar words. No com¬ 
pound letter was used in part I except in 
three cases like Ksha of Shiksha, Chch of 
\ Uchcha (high) and ng of Angul (finger)'.*’ 
;. Second, the words were so arranged as to 
bring in the music of alliteration to make 
them attractive to the students. Third, 

. students were introduced to sentences con- 
<:veying a question, a statement or a com- 
. mand. In making the sentences the verbal 
^ style which is the life force of Bengali 
' language has been mainuuned. The sentences 
^ and passages are more informative than nor- 
Vmative. Passages are there- narrating the 
^ ftinctions of different parts of the human 
body like leg, hand, tongue, ear, etc We also 
: find Bengali idioms like Jaichhara (stop rain- 
ing), Kapat dei (bolt the door) or hat tola 
to have been used in many sentences. No 
doubt, many tatsama or Sanskrit words have 
. also been used and the language is not col- 
loquial. But liberal use of tatbhaba or 
. Bengali words, the idiomatic uses and the 
^ verbal style in which the sentences have been 
;] constructed'made them easy and to an extent 
\also interesting. Fourth, he composed an 
f' excellent piece of poem in pure Bengali 
' rhymes of payarmd without any compound 
-letter, which he added at the end of the first 
'{■ part of his book to make it charming and 
. to make the best use of the imaginative 
r>' quality of the mind of a child. 

' In the second part of Shishu-Shiksha he 
>: introduced the students to the compound 
r letters and complex sentences of different 
j types.'* He, however, excluded many com- 
I pound letters which were hardly in use in 
Bengali. Besides, he added, as examples, 
sentences showing the use of words formed 
. with every compound letter included in the 
^^ook. According to Madanmohan, he did 


this to save the students from the tiresome 
practice of learning the compound letters by 
rote.'’ The sentences contain moral advices 
and are written in Sadhu-Bhasa. The 
passages though were written also in Sadhu- 
Bhasa, elements of colloquialism such as 
muchhia dia (wipe) instead of muchhaia dia 
or pare kachhe qia (going near later) instead 
of atapar nikate qaia, are evident. The 
passages narrate the climate, products like 
flowers, fruits and paddy, and variations in 
the natural surroundings in different 
seasons.'* The language and contents of the 
passages are likely to be appreciated better 
by the upper and middle classes of people 
than the labouring people. We hardly find 
words of daily use by the labouring people 
or subjects exclusively relevant to their life 
situation. It is no wonder that the primer 
became highly popular among Bengali 
bhadraloks. 

Ishwar Chandra Vidyasagar an accom¬ 
plished author, publisher and educationist 
who dominated the educational scene in the 
second half of the last century published his 
Barna Parichaya Parts 1 and II in the year 
1855. Ishwar Chandra did not write his 
Barna Parichaya keeping in mind the 
requirements of any particular school as was 
the case with other primers written earlier 
in English model. An exponent of verna¬ 
cular education on the English model, he 
foresaw the need for publishing modern 
primers on a commercial plan. As an enter¬ 
prising educationist he visualised the grow¬ 
ing market for such primers and published 
his books as a commercial venture. 

Ishwar Chandra Vidyasagar was perhaps 
influenced most, among all his predecessors, 
by the model of English primers of the time 
in preparing his Barna J^richaya.'’’ He also 
followed the logical order in preparing his 
primer as was done by his predecessor 
Madanmohan Tarkalankar in this regard. 
Like Madanmohan, he also made the 
children acquainted with simple words and 
sentences before introducing them to com¬ 
pound letters. He gave examples of words 
formed with compound letters and added 
short lessons showing the use of such words 
while introducing the students to compound 
letters.'* But Madanmohan gave only ex¬ 
amples of sentences showing the use of 
words formed with compound letters. In-the 
same way Ishw^ Chandra while introducing 
the children with alphabets, gave examples 
of name words beginning with the alphabets. 
Examples of word formation by joining 
letters using vowel forms, have been arrang¬ 
ed according to the alphabetic order. It 
appears that he adhered to the logical order 
of progression more strictly and made cer¬ 
tain improvements on Madanmohan in this 
respect. The charm of alliteration as evident 
in Sh'ishu-Shiksha in presenting the examples 
of word formation is however missing in 
Barna Parichaya. This is in spite of the fact 
that Ishwar Chandra liberally borrowed 
wprds and ideas from Madanmohan’s 


Shishu-Shiksha. Contents of some of the 
passages in Barna ntrkhaya are also similar 
to those of Shishu-Shiksha.'* 

Barna Parichaya has also been written in 
Sadhu-Bhasa with liberal use of tatsama 
words. The language appears to be less 
natural than the language of Shishu- 
Shiksha. Hardly we find such idiomatic uses 
like ‘jal chharila, apod gekf (trouble is over, 
it has stopired raining) in Barna Parichaya 
as we find them in Shishu-Shiksha.^ 
Interestingly enough, Ishwar Chandra did 
not include any verse in his primer nor did 
he include any passage exclusively relevant 
to village life like the passages on different 
seasons in Shishu-Shiksha Part II. It is 
evident from the passages included in Barna 
Parichaya that there was a conscious effort 
on the part of the author to preach moral 
lessons. The reflection of the cultural milieu 
of Bengali bhadrahk is quite apparent from 
the contents of the passages selected. On the 
whole the book is surely very solemn in tone 
It might be a reason also why Barna 
Parichaya was so much acceptable to 
Bengali bhadraloks. It may be noted that 
Bengali bhadraiok culture developed as a 
reaction against the excesses of Young 
Bengal on the one hand and the extravagant 
babu culture of the early nineteenth century 
on the .other. 

Development of Modern 
Syste.m of Education 

We have discussed above the developments 
of language text-books from Shishu-Bodhak 
to Barna Parichaya. It is interesting to note 
that the development of language tekt-book 
was closely related to the development of 
modern vernacular education in Bengal. We 
have already noticed that the three Barna- 
malas and Shishu-Shiksha were published 
primarily for the use of the students of 
different vernacular schools established 
during first half of nineteenth century, in 
and around Calcutta, under the influence of 
the English system of education. In fact, 
such schools were being established through¬ 
out Bengal during the period.” The 
demand for an adequate primer grew along 
with the growth of such schools. Besides, 
many indigenous village schools also began 
to adopt the modern method and introduced 
printed books.’’ Calcutta School Book 
Society printed 10,000 copies each of the 
sixth and seventh editions of Barnamala 
Part I while they had printed only 2,000 
copies each of the second and third editions 
of the book.” This only shows the growing 
demand for a Bengali primer during mid¬ 
nineteenth century. The situation during that 
period was quite encouraging for private 
enterprises to make ventures into text-book 
tradie. Ishwar Chandra Vidya^ar proved 
himself to be the most suctxssfiil entre¬ 
preneur in the text-book trade during the 
second half of the last century. He and 
Madanmohan Thrkalankar started a publica- 
tion business called *SanskTit Press*. 
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Madanmohan was a true poet and did not 
have any business acumen. He died in the 
year 18S8 at the age of forty only. Ishwar 
Chandra had become the sole proprietor of 
the publication business including the 
copyright of Shtshu-Shiksha even before 
Madanmohan died.^^ It may also be men¬ 
tioned that the initiative for publications and 
reforms of language text-book at the 
primary level in Bengal always came from 
private'bodies or individuals during the pre- 
Independence period. The activities of 
Calcutta School Book Society, a quasi¬ 
official body, and the concern expressed by 
Curzon in this regard were exceptions. 

It should be noted, however, that the 
vernacular schools established during this 
period under the influence of English 
system of education were not schools for the 
masses or indigent classes. According to 
N L Basak, “It [Hindoo College 
Pautshallah] was designed to improve the 
deplorable state of vernacular attainments 
among the lads of the upper and middle 
classes of society. Thus there was a basic 
difference between the Hindoo College 
Pautshallah and the traditional Palhsalas 
which were attended by the children belong¬ 
ing to different classes of the community, 
including the indigent sections of societyl’^’ 
He further states, “But it should be pointed 
out here that the curriculum prescribed for 
the Pautshallah was suited to meet the 
requirements of the urban classes; subjects 
like accounts and mensuration so common 
in the traditional village fchools were 
omitted from the Pautshallah course.”^ 
Besides, “Hindoo College Pautshallah 
charged tuition fee at the rate of 8 annas per 
month which was afterwards raised to 
12 annas per month” by Ishwar Chandra 
Vidyasagar when the Pautshallah came 
under the administration of Sanskrit 
College.’^ Basak concludes, “Apparently 
this Pautshallah was not meant for the 
common folk”.^* 

There was very little difference between 
Hindoo College Pautshallah and the other 
Pathasalas of the modern type which wcie 
being established during this period, in and 
aiound Calcutta, except in standard of 
teaching. In fact, Hindoo College Paut¬ 
shallah was the model for many other 
Pathsalas.^'* Vernacular schools of the 
modern type established earlier by Calcutta 
School Society, like Arpuly school, were no 
exceptions in this regard. Arpuly school was 
“conducted on a plan similar to those of an 
English School”.’® The curriculum followed 
by the school was not very different from 
the curriculum followed by the Pautshallah. 
According to the first report of William 
Adam, “the most respectable Natives” 
wanted “to have their children educated in 
it”.’’ Ihttvabodhini Pathsala established by 
Devendra Nath Ihgore was different only for 
its emphasis on religious and moral educa¬ 
tion. There was very little difference other¬ 
wise, between it and the other Pathsalas of 


the time. According to Akshaya Kumar 
Dutta another exponent of vernacular 
education of the time, the object of this 
Pathsala was “to give elementary education 
in the Eastern and Western sciences and also 
in the sacred shastras through Bengali 
medium”.’* The curriculum followed by 
Ikttavabodhini Pathsala also had hardly any 
relevance to the life situations of the labour¬ 
ing classes. It is, therefore, too big a com¬ 
pliment to say that the seeds of a truly 
national school were for the first time sown 
in the Ihttavabodhini Pathshala of Deven- 
dta Nath Tagore as has been said by 
N L Basak.” 

Education for the masses or indigent 
classes was not at all in the agenda during 
this period. Macaulay’s Tilteration theory’ 
was the creed for government officials and 
native elites alike. The Vernacular schools 
established in districts according to the 
Hardings Resolution, “were not intended 
for the indigent classes but they were meant 
for the influential classes who would be able 
to supply the means for its extension among 
the indigent classes afterwards”.’^ Ishwar 
Chandra Vidyasagar who was responsible to 
a great extent tor the extension of vernacular 
education in moffussil areas also held that 
“As the best, if not the only practicable 
means of promoting education in Bengal, 
the government should in my humble 
opinion confine itself to the education of the 
higher classes on a comprehensive scale 
The curriculum he proposed for the 
elementary vernacular schools, which in 
eluded history, geography, physics, hygiene, 
etc, was most suited to the higher classes.*® 
It may be noted that even in England those 
subjects were not compulsory in the primary 
course at that time. It is apparent from the 
above that the spread of mass education was 
not the issue. The spread of modern ver¬ 
nacular education should not be construed 
as to the spread of mass education. An ex¬ 
amination of the reasons which led the 
native elite to take the initiative in spreading 
modern vcrnaculai education may be reveal¬ 
ing, particularly for an understanding of the 
trend of development in language text books 
at a later stage 

DEVtU)PMENr OF BHADRAUJKS 
AS A Soc lAL Class 

The effect of colonisation on Bengali 
society in general, and on educational 
developments in particular, was quite visible 
during the first half of nineteenth century. 
In fact, the direction of the course of educa¬ 
tional developments in our country was 
determined during this period. The Per¬ 
manent Settlement, the destruction of in¬ 
digenous industry and the rise of Calcutta 
as the seat of power and centre of trade had 
far fetched consequences. The Permanent 
Settlement ensured security of landed pro¬ 
perty to zamindars and made “investment 
in zamindary property to be safe, prestigious 
and profitable”.’* The destruction of in¬ 


digenous industry on the other hand turned 
Bengal into a pu^y agrarian country’® and 
made the labouring classes totally dependent 
on land which was also a favourable con¬ 
dition for investing in land. As a result “large 
capitals accumulated by Bengal businessmen 
in Calcutta were diverted to land”.’* Most 
of the leading families of nineteenth centuty 
Calcutta including the families of Dwarka- 
nath Ihgore, Motilal Seal, Radhakanta Dev 
and Joyknshna Mukherjee, etc, to name a 
few, were truly banians turned into zamin¬ 
dars. These new zamindars however, in most 
cases, did not like to shift their residences 
from the urban centres of Calcutta to the 
rural areas of their zamindaries. The real 
administration of the zamindary estate was 
entrusted with their local agents called 
Naebs and Gomostas who were notorious 
for their greed and exacting natum They also 
accumulated a large sum of money through 
various legal and extra-legal means.^ They 
again invested their money in land and 
bought small estates and Ihlukdaries. The 
absentee landlordism thus caused the growth 
of a class of small landholders including 
small zamindars, Ihlukdars and intermediate 
tenure-holders. J C Cunningham in his 
minute on the Bengal tenancy Bill of 1883 
estimated that “there were 130,000 revenue 
payers. 950,000 tenure-holders and ten 
million ryots of which l/400th part paid a 
rend of 100 rupees a year”."*' N K Sinha 
considered “that of the 130,000 revenue 
payers at least 75,000 were descendants of 
new men from Calcutta or representatives 
of new professions who purchased zamin- 
daries. Of the 950,000 tenure-holders about 
500,000 were possibly sons and grandsons 
of those who had made their money in the 
new professions or in business”.®* Accor¬ 
ding to the report of administration of 
Bengal, 1882-83, the number of very large 
estate of 20,000 acres and upward was 309, 
number of moderate size of estate, from 500 
to 20,000 acres was 1,020 while the number 
of small estate under 500 acres was 
44,570.®’ 

It is evident from the above that Perma¬ 
nent Settlement not only created the 
absentee landlords but also caused the 
growth of a leisured class of landed gentry 
composed of landholders of different 
denominations and holding sizes. The 
destruction of indigenous industry and in¬ 
ternal trade in local hand only reinforced the 
process.. There emerged a landed middle 
class as a consequence of this process.®® In 
fact, the colonial power very much appre¬ 
ciated the emergence of such a middle class 
of landed gentry and considered them to be 
the pioneer of all progress. The secretary of 
state in despatch dated July 9, 1862 
observed, “It is most desirable that facilities 
should be given for the gradual growth of 
a middle class connected with the land 

.”.®’ Field in his introduction quoted the 
above observation and stated, “capital is 
jiecessary to the exLstence of a middle class, 
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and where there » little or no trade or 
manufacturing industry, capital available for 
expenditure without diminishing the prin¬ 
cipal can only exist in the shape of an 
annuity derived from land or from 
funds’’.^ VM: will see later that this class of 
landed gentry, particularly the landed 
middle class, played the dominant role in 
determining the course of educational 
developments in Bengal. 

It is all the more interesting to note that 
while Permanent Settlement was a great hin¬ 
drance to modernisation in the productive 
sector, the introduction of English legal 
system, administration and judiciary opened 
up a service sector and warranted the m- 
ti^uction of a modern system of education. 
However, lopsided might be the develop¬ 
ment, it was a boon to the landed middle 
class. The surplus generated in land parti¬ 
cularly, in the absence of any technical im¬ 
provement in cultivation, was not enough for 
supporting an ever-growing landed gentry. 
It was only at the cost of actual cultivators 
that they could thiive. Successive land laws 
like the Rent Act of 1859 were enacted by 
the government to safeguard to a certain 
extent the interests of the actual cultivators, 
mainly the Khudkhast ryots. How far these 
Acts could safeguard their interests is a dif¬ 
ferent question. There is no doubt, however, 
that the legal system became so complicated 
as to make the legal profession very pro¬ 
fitable. The landed middle class with their 
landlord mentahty, considered participation 
in actual cultivation to be undignified.'*'^ 
They were gradually finding it difficult par¬ 
ticularly. with the growth of their families, 
to sustain their standard of living Solely on 
the rents they received from land.*' They 
found an opening for supplementing their 
family income from land. It was no wonder 
that the demand for English education came 
mainly from this landed middle class or 
bhadmtoks who aspired for a career in the 
newly opened service sector or as a profes¬ 
sional. In fact English education became a 
craze among them. 

With the extension of service sector and 
spread of English education people belong¬ 
ing to the landed gentry living in rural areas 
also started coming to Calcutta to try their 
luck.*’ Calcutta was the centre where good 
English education was available which 
would lead them to a successful career. In 
fact the imposition of modern system of 
administration and education on a purely 
agrarian country created a condition con¬ 
ducive to the emergence of the Bengali 
bhadrutok as a social group. Bengali 
bhadraloks, if we are allowed to use the 
current nomenclature for distinguishing an 
emerging social group, were composed 
mainly of this English educated section of 
the landpd gentry particularly, the landed 
middle class belonging mostly to the Hindu 
community.'^ They were, however, con¬ 
fronted with a crisis of culture. Their search 
for an identity led them to build thier own 


cultural institutions. Hindoo College 
Pauthsala, 'Bitwabodhini Fathsala, language 
text-books and religious movements like 
Brahma dharma and Hinduism of Ram- 
krishna-Vivekananda, were the pioneering 
activities in that regard. 

DEVtLOPMENT OF BHADRALOK CULTURE 

It may be necessary to examine in brief 
the trend of cultural development of this 
period for a better understanding of the 
trend of developments in language text¬ 
books. Bengali bhadraloks as we call the 
educated section of landed gentry, were 
uprooted from the traditional society but 
had vested interest in land. They were mostly 
Hindu but the traditional Brahminical 
culture would not hold as it did during pre- 
British era. They were a multi-caste elite 
group.*' The natural leadership and ab¬ 
solute control of Brahmins as could be seen 
in caste-based village society would no 
longer be taken for granted in such a society. 
Contact with alien culture and religion only 
precipitated the process. They could not 
either afford to live an extravagant life of 
early ‘babus’ without any scruple for 
morality or propriety nor could they 
subscribe to the extremist views of young 
Bengal as free thinkers. The emergence of 
a new culture was necessary to resolve the 
crisis. 

The Bengali bhadralok culture may be 
said to have developed as a reaction to both 
the extravagant babus of 1820s and extremist 
young Bengal of 1830s. We Hnd ample 
evidence of this reaaion in contemporary 
journals and literature.'^ By culture we 
mean a view of life which includes religious 
creed, language, literature and concept of 
morality and propriety. In the area of 
religion the Brahma Dhanna as the Unitarian 
interpretation of Vedantaism and pantheist- 
liberal Ramkrishna-Vivekananda cult of 
Hinduism may be said to have emerged as 
the two most acceptable religious creeds of 
the Bengali bhadraloks during nineteenth 
century. Brahma creed was perhaps more 
acceptable to the anglicised section of 
Bengali elites who reacted against both the 
Hindu idolatry and zealous proselytism of 
Christian missionaries. Ramkrishna- 
Vivekananda cult, however, found favour 
more among the traditionalist bhadraloks. 
It is interesting to note that both the above 
reliipous cults had very little impact on the 
masses in general. Brahma Dharma as a 
religious creed was in fact established by 
Dcbendranath Ihgore though Rammohan 
Roy propounded the Unitarian interpretation 
of Vedanta. Debendranath and his son 
Rabindranath composed songs to be sung 
in the ‘Samaj’ or in prayer assemblies. One 
can easily trace this unitarian-Vedantist 
milieu in the whole of Ikgor^s literature. The 
assimilation of western and eastern culture 
was also a goal of Visva-Bharati established 
by Tkgore.'* The Brahma view of life as was 
propounded by Debendranath Ihgore and 


his Ihtwabodhini Sava discarded the mode 
of living of babus and sobered the extremist 
views of young Bengal. Ihtwabodhini 
Pathsala was the outcome of such 
development.** 

REt icious Development 

Brahma Dharma as such had very little 
appeal to the masses. It had hardly any 
relevance to the reality of their life situation 
nor was the abstract and sophisticated ideals 
of Brahma Dharma comprehensible to them. 
As a result unlike Chaitanya-Baishnabism it 
remained an exclusive religious creed for a 
section of Bengali bhadraloks. It is no 
wonder that in 1911 there were only 1560 
Brahmas m Calcutta with suburbs out of the 
total population of 10.43 lakhs while Hindus 
numbered 6,93,492, Musalmans 2,98,986 
and Chiistians 40,511.** This section of 
Bengali bhadraloks, however small they 
might be in number, exerted a great influence 
in moulding the Bengali language, literature 
and education during the nineteenth century. 

Ramkrishna cult of Hinduism resolv^ 
the religious crisis of Calcutta-based 
bhadraloks more subtly than even the 
Brahma Dharma did. It le-vivifled Hinduism 
by liberalising the Brahminica^ ritualism 
particularly ‘its divisive caste system and 
sacredotal inhibhions’. The absolute role of 
Bhrahmins as law givers and interpreters was 
no longer tenable in a multi caste elite 
society of bhadraloks particularly "when the 
influence of English education and mis¬ 
sionary proselytisation had considerably 
undermined the faith of the English edu¬ 
cated Hindus in their own religion and in 
the values of their own culture^’. This liberal 
Hinduism of Ramknshna perhaps even 
checked the spread of Brahma dharma 
among the Bengali bhadraloks.** It paved 
the way for the coming of different cults 
together leading to a sort of Hindu nation¬ 
alism. It was no wonder that many nine¬ 
teenth century stalwarts like; Keshab Chandra 
Sen, the Brahma leader, Dr Mahendraial 
Sarkar and Girish Chandra Ghosh one of 
the founders of the professional stage 
showed great reverence for Ramkrishna and 
Narendranath Dutta a young intellectual 
became his disciple*^ It is at the same time 
true that Ranricrishna-Vivekananda were not 
as popular among the ordinary masses as 
they were among the Bengali bhadraloks.*' 
Masses adhered as before to their age old 
religious belief and practices. No new 
literature like Manasa Mangal, Chandi 
Mangah Dharma Mangal or Baishnab 
Kabya, to be recited by the masses, emerged 
as the direct result of the religious movement 
initiated by Ramkrishna-Vivekananda. Only 
the mythological dramas written by Girish 
Chandra Ghosh were to an ectent influenced 
by the liberal religious preaching of 
lUunkrishna. but the Bengali theatre of 
nineteenth century was purely an urban af¬ 
fair and was built under the influence of 
English Theatre. 
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The religious movement of Remkrishna 
Vivekananda however helped in toning up 
the moral fabric of Calcutta based bhadra- 
loks In fact, bhadraiok culture as we find 
It developing in the second half of the nine 
teenth century, can be distinguished from the 
earlier babu culture by this sober and solemn 
tone of morality which is very much a result 
of the religious movements of the tinre 
namely, Brahma movement and revivified 
Hinduism of Ramknshna-Vivekananda The 
language and bterature developed dunng this 
period as well reflected the spirit of these 
movements The sober and solemn tone and 
a conscious effort of moralising as we find 
in Barna Panchaya of Vidyasagar or in 
Shivhu Sebadht Nitidarshak are cases in 
point In fact, ‘politics, social reform, and 
religious revival went hand in hand with 
literary creation’ during the ninttcenlh 
centuiy 

Di viioPMENi OF Modern Bfncali 
Language and I iterafurf 

The development of Bengali language and 
literature dunng nineteenth century was also 
like the religious developments an exclusive 
affair of Bengali bhadraloks In pre British 
eta Persian was the official language and was 
learnt by the landed higher classes and their 
agents for transacting the official business 
and for communicating with the rulers But 
Sanskrit not only survived but thrived as the 
language ot culture, t e, language of religious 
discourses and literature, patronised by the 
/amindars and cultivated by the 
Brahmins During the early British period 
Lnglish took the place of Persian not only 
as the official language but also as the 
language of education particularly foi the 
newly emerged landed gentry The system of 
Sanskrit learning was dependent on the rent 
tree land endowments or lakheraj lands 
granted by the zamindars during pre British 
period The British rulers as a policy 
discouraged such lakheraj land grants and 
would not recognise any lakheraj land unless 
granted by a Badshahi Sanad *' The new 
zamindars were generally reluctant to give 
rent free land endowments for maintaining 
the Brahmins and Sanskrit scholars They 
were rather, taking away in many cases, the 
lakheraj lands granted bv the former zamin 
dars from whom they had bought the zamin 
danes “ Survival of indigenous system of 
Sanskrit learning was almost impossible 
under such circumstances Macaulay's 
minutes and Bentinck’s I83S resolution in 
favour of English only sounded the death 
knell of indigenous Sanskrit learning 

The controversy between anglicist and 
onentalist clearly show that English not only 
wanted to replace Persian which was the 
offiaal language but also wanted to take the 
place of Sanskrit as a language of culture 
English, however, like Persian could never 
be the language of culture for the Bengali 
bhadraloks or elite section of Bengali 
society In fact, the spread of Enj^uh educa 


tion roused the mind of Bengali bhadraloks 
tor creating an exclusive language of culture 
for their own use As Sanskrit would no 
longer serve the purpose they turned to 
Bengali which was hitherto despised by the 
elite society 1 he compiler of the selection 
from the records of Bengal government 
observed in this regard thus, “the increase 
of English schools is swelling the number of 
Bengali readers considerably—it has been 
calculated that out oi the number of natives 
who attended English schools in Calcutta 
9 out of 10 never acquire that knowledge ui 
English which would enable them to read 
English with ease and without the teasing 
references to a dictionary, while in the 
Moffussil 19 out of 20 are in the same slate 
These persons then having had their minds 
roused, fall back on books on their own 
language—thfey have attended English 
Schools not from the love of knowledge, but 
from the love of pice as a means of earning 
their bread, hence the majority forget their 
English studies, and find it pleasanter to 
read in the mother tongue”** 

Bengali language and literature as it 
developed during pre British pci lod however 
would not serve the purpose The mores ol 
existing Bengali language and literature was 
not acceptable to the bhadraloks It may be 
noted that Bengali language and literature 
during pre British period developed iniiiiily 
by the patronage oi common people and 
were meant foi them to recite, to act to 
sing The authois of Bengali Ramayans, 
Mahabharata, Manifat Kabyas ot Pamhalis 
were predominently non Brahmins and in 
eluded Musaimans At least tour authors of 
Bengali Mahabharata, Kashiram Das, 
Shirkar Nandi, Nityananda Ohosh and 
Gangadas Sen were non Brahmins Sekh 
bauulla was one ot the best poets ot the time 
whose poetic work Gorkha kijoy and 
Satyapuvr Pam hah were universally popular 
among the rural masses throughout 
Bengal ** The owners ot Bengali 
manuscripts were generally the ‘backward 
and ‘uncultivated people ** The cultivated 
Brahmins of Bengal were the elites and 
monopolised the leadership of village socie 
ty They were engaged mainly with Sanskrit 
learning while village Pathsalas were usually 
meant for the non Brahmins and lowei 
classes ot the agrarian society, Sanskrit 
manuscripts were the mainstay in tole while 
Bengali manuscripts were so in the 
Pathsalas*^ It was because of this mass 
moonngs of Bengali language and literature 
that the cultivated Brahmins and higher 
classes despised them The attitude of 
Brahmins and higher classes is best expressed 
in the rescript, “As it is not the work of a 
Pundit let It not be read” ** 

Bengali bhadraloks as well found the 
Bengali language and literature as it existed 
then unsuitable for cultural and intellectual 
pursuits The crisis was resolved by develop 
ing a Bengali language and literature which 
had the sophistication of Sanskrit and 


seculanty ot English to suit the growing new 
social class A close examination will reveal 
that the development of modern Bengali 
during this time was largely guided by the 
rules of Sanskrit grammer and was in 
flucnced considerably by the western ideas 
In a contemporary report it has becen stated 
that ‘Ihe men that are taking lead in 
Bengali literature now, forming and mould¬ 
ing the language are Sanskrit Pundits, who 
know sufficient English to acquire ideas 
fioiii It I he Sanskrit C ollege under the able 
supciintendence ot Ishur Chundra Videa 
sagar has had immense effect in rendering 
the Bengali language capable of being the 
elegant vehicle for scientific and other in 
foimalion’ *** As a result unlike pre British 
Bengali language and literature it acquired 
a sophistii ation which was beyond the 
comprehension of the masses According to 
Sushil Kumar l>e, ‘The literary history of 
Bengal in the 19th century is really the 
history of the influence ot European ideas 
on Bengali thought ’ He further obscives, 
‘it IS out ot this contlici of the eastern with 
western ideals that our modern literature has 
grown’''® In the same way it is trie that 
Bengali language was being transformed to 
become appropriate tor such developments 
According to Suniti Kumar Chatterji “The 
enoimous and evergrowing influence of 
English on Bengali, in vocabulary and in 
some cases in idiom and in expressions, is 
the most noteworthy thing in New 
Bengali In regard to Sanskritisation of 
Bengali language he observes It was w hen 
the Pundits of the College of tort William 
at Calcutta began writing text books to 
Older, that the vicious habit of writing in 
slriiige of Sanskrit words and phrases with 
a Bengali verb or particle here and there 
came in and partly paralysed the Bengali 
literaly style (in prose) for half a centurv 
and this laboured prose in the hands of 
capable authors like Aksaya Kumar Dutta, 
Isvar Vidyasagars, and Bankim Chandra 
Chattelji in his earlier novels, as well as a 
host of lesser names become an admirable 
instrument of expression and formed the 
basis oi the literarv dialect of the present 
day* A literary Bengali called Sahdhu 
bhasa developed in the process so as to be 
the lingo of bhadraloks 
Unfortunately, the bhadraloks of nine 
teenth century barring a few exception, 
preferrc*d Sadhu bhasa to Loukik bhasa It 
may as well be noted that one reason for 
their preference for a sanskritised Bengali 
language is the sentiment toused against the 
free use ot Persian words in Bengali This 
sentiment against the free use of Persian 
words however had been roused by the early 
European scholars According to Sajani 
Kanta Das, “Halhed in 1778 and later Henry 
Pits Forster and William Caiy considering 
Bengali language as being the off spring of 
Sanskrit forcefully pleaded against the 
unauthorised Arabic and Persian usages 
And in fact Bengali become Sanskritic in no 
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time by the efforts and labour of these three 
English panditf'” Joygopai Ihrlralaokar m 
1838 in the introduction of his flersic 
Abhtdhan stated that he compiled this 
dictionary to facilitate the identification of 
such Persian words as had creeped in the 
language of the country during the rule of 
Jabans, i e, Musalmans He hoped that now 
It would be easier to avoid the foreign 
elements and reinstate the Sadhu bhasa * 

During mid nineteenth century those who 
advocated for education through Bengali or 
prepared Bengali grammars were equally 
convinced that Bengali was the otfspring of 
Sanskrit They considered that by following 
the rules of Sanskrit grammar and liberally 
borrowing words from it, Bengali could be 
so enriched as to become a capable vehicle 
of knowledge The Samachar Darpan on 
February 20, 1830 Sadhu bhasa was defined 
as Sanskritic language and a knoweldge of 
Sanskrit grammar was considered to be the 
surest way of acquiring easy command over 
Bengali Ramchandra Vidyabagish in a 
lecture in 1840 on the occasion of starting 
ceremony of teaching at Hindoo College 
Pauthsala observed, “No case against the 
limitation ot our language is tenable since 
Gounya bhasa has originated from Sanskrit 
and any word lyhich is in vogue in Sanskrit 
can easily be used in Courts a bhasa' *' 
Shyamachaian Sarma Sarkar in the in 
troduction of his Bungta Byakaran stated in 
1852, that “In Bengali as in Sanskrit two 
or more parts of speech can be combined 
by the rules of Gandhi or Samasa 
Besides, Sanskrit nouns, adjectives, verbs, 
words and rhetorics have largely been used, 
are being used and all ot them can be 
used’”'* Ishwar Chandra Vidyasagar also 
held similar views in this regard He opined 
that, “without knowing Sanskrit well it is 
not possible to acquire good command over 
Hindi or Bengali”^* 

CONCLUSION 

It IS no wonder that in Barrta Paruhaya 
of Vidyasagar or in other primers of the 
period tatsama words abound Almost all 
the examples ot woids formed with com 
pound letters are tatsama words One may 
also notice a certain empha.>is on learning 
the formation of words with compound 
letters It is in spite ot the fact that words 
formed with compound letters which are 
mostly tatsama words, have a very limited 
use in verbal communications ’• A con 
scious effort of avoiding current Bengali 
idioms and expressions for making the 
language Sadhu or polished may also be 
noticed 

It IS all the more interesting to note in this 
context that even now the vocabulary of a 
labouring peasant is composed mainly of 
Bengali words either tatbhaba, desi or words 
of Persian origin Hardly one finds a 
tatsama word used in their daily parlance 
Names of things of their daily use such as 
Jami, Khet, Bhum (field) Abad (cultivated 


holding) Langal (plough) Mat (harrow) 
Kasle (sickle) Kara (buffalo) Can (cart) basal 
lcTop)Dheki (husking instrument) Chal (nee) 
Han (pot for boiling rice) to name a few, are 
cither tatbhaba, desi or words of Persian 
origin In fact, most important words 
associated with agricultural labour such as 
Muntb (master), Mazur flabour), Begar 
(bonded labour), Kamai (absent) Karja 
(loan) Khorakt (wage as meal! Kangar 
(artisan of any sort) Charka (wheel) Kahil 
(ill) Mazut (stock) Mazuri (wage) are of 
Persian origin One will find very few of 
the words stated above in any of the primers 
we have discussed earlier One may however 
easily find tatsama words like Drabya 
(goods) Satarka (careful), Tiraskar 
(scolding) Bayakaram (age) Pratyaha (daily) 
Bahisknta (turn out) which the bhadraloks 
will very much like to use; 

It IS evident that ihe world reflected in the 
primers we have discussed is the world of 
uiban bhadraloks developed during nine-' 
teenth century which considerably differed 
from the world of labouring classes ot the 
agrarian society The language text books 
developed quite in accordance with the 
development ot bhadralok culture during the 
period It may as well be noted that the 
underlying cultural patterns of bhadralok or 
labouring peasantry hardly have undergone 
an> radical transformation as yet Some 
appaient changes, however, may be noticed 
in the later period, in the language and 
literature as also in the preparation of 
pruners, with the growth of education and 
extension of political awakening in Bengal 

Our study leads us to conclude that 
colonial rule created a condition congenial 
for the growth of a new social class known 
as bhadraloks It is to cater to the need of 
these bhadraloks that the modern system of 
education developed during 19th century 
Bengal Modern Bengali language developed 
during 19th century as the language of 
bhadraloks Modern language text books 
developed as a corollary to the new system 
of education and reflected the cultural world 
of bhadraloks In the process indigent 
people who had participated in the in 
digenous vernacular system, were left out of 
the elementary system that took its place 
Education became exclusively a bhadralok 
affair In fact, the new education system of 
bhadraloks developed in relation to fhe 
destruction of the indigenous system-of in 
digent poeple 


Notes 

[This paper is based on a case study on 
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Underutilisation Revisited 


Surface Irrigation in Drought Prone Areas of Western Maharashtra 

Ashok K Mitra 


This paper examines irrigation potential and its utilisation in respect of the Mula irrigation system in Western 
Maharashtra. 

The empirical evidence gathered for the Mula project indicates concentration of a heavy-water-using crop like 
sugarcane in the head reaches of the canal. Correspondingly, the utilisation percentage is higher in the head reaches 
of the canal than in the tail reaches. This kind of development adversely affects the availability of water to the 
tail-enders. 

Another adverse impact of this type of irrigation development is waterlogging and soil salinity, mainly in the 
upper reaches of the canal. Official statistics of the Ahmednagar Irrigation Circle show that a significant propor¬ 
tion of the irrigable command area of the Mula project is not available for irrigation because of waterlogging, 
salinity and alkalinity. 

The findings of the study also suggest that the percentage of area irrigated to the potential created does not 
give a correct measure of the extent of utilisation of irrigation potential. The definition of irrigation potential 
created assumes that land development (levelling, construction of field channels, etc) below the outlet head is 
complete and that the ‘chak’ is ready to receive the irrigation water, whereas in actual practice this may not be 
the case. Second, as noticed in the Mula project, the cropping pattern that actually develops may be considerably 
different from that assumed while ascertaining the potential created. In view of these factors, the author suggests, 
it would be more meaningful to estimate the extent of utilisation by taking into account the water released com¬ 
pared to the planned release and the area actually irrigated. 


DUE to the emphasis that is being given 
these days on the development of irrigation 
facilities in the country, it is necessary to 
ensure that scientific methods of assessment 
are adopted so that a correct picture regar¬ 
ding irrigation potential created and its 
actual utilisation emerges. It would be 
necessary therefore to recollect the concept 
and meaning of irrigation potential creat^ 
in respect of an irrigation system. So much 
has been written on this aspect and so often 
it has been discussed yet when one wants to 
examine the utilisation of irrigation poten¬ 
tial created in respect of a particular irriga¬ 
tion project one is confronted with a number 
of unanswered questions. 

CONCFPTUAl ISATION OF IRRIGATION 
POItNllAL AND UllLlSAllON 

Let us proceed with the definition of ir¬ 
rigation potential as deHned by the Plannina 
Commission and accepted widely including 
the irrigation system under study. According 
to the Planning Commission, "Irrigation 
potential is the gross area that can be 
irrigated from a project in a design year 
(July 1 to June 30 of the succeeding year) 
for the projected cropping pattern and 
assumed water allowance on its full develop¬ 
ment. The gross iirigated area will be the 
aggregate of the areas irrigated in different 
cropping seasons, the areas under two 
seasonal and perennial crops being counted 
only once in a yeaif’ 

It has been further explained that before 
an area is included and reported under 
‘potential created’, it has to be ensured that 
the water for the area to be reported upon 
is available and the conveyance system upto 
and including the irrigation outlet to serve 
an area upto 40 hectares is completed 


[Government of Maharashtra, 1981]. From 
this definition it is clear that there are three 
important considerations to declare an area 
irrigable (potential created) from an irriga¬ 
tion system, and these are, (i) availability of 
water for the area proposed to be irrigated 
in each season during the irrigation year, 

(ii) the availability of the conveyance system 
to carry the water upto the outlet head, and 

(iii) the adherance to the projected cropping 
pattern. Given these considerations if the 
area actually irrigated during the irrigation 
year is smaller than the area contemplated 
to be irrigated (jxitential created) then'there 
IS a case of underutilisation. It logically 
follows from this that whenever under¬ 
utilisation IS reported during an irrigation 
year it means that part of the water in 
storage for irrigation has remained unused. 
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As mentioned earlier, irrigation utilisation 
IS expressed as a percentate of actual 
irrigated area to the potential created. It 
presumably means that given the same crop¬ 
ping pattern, whatever is the percentage of 
area actually irrigated is also the percentage 
of water actually used from the storage for 
irrigation during the year. In other words, 
for instance, if only 50 per cent of the poten¬ 
tial area is actually irrigated, it follows that 
only so per cent of' the water has been 
utilised. Under this ideal condition under¬ 
utilisation, if any, can be explained by the 
lack of on-farm development, e g, land 
levelling, preparation of Held channels, etc, 
and also by the slow acceptability of 
irrigated agriculture by the beneficiaries 
because of which even though the water is 
available; and the conveyance system upto 
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the outlet is ready, the proposed area is not 
actually irrigated. 

However, in actual practice these con* 
siderations under ideal situations are hardly 
fuiniled and yet utilisation percentages are 
estimated as above in most of the studies and 
reports which result in a distorted picture of 
the extent of utilisation. Firstly, potential is 
often declared to have been created without 
the construction of a proper distribution 
network, as a result of which even if 
adequate water is available in the system the 
projected area cannot be brought under 
iriigation because of an inadequate con.' 
veyance network. In other words, ‘potential 
created’ figures are thenuelves inflated, 
which when used to estimate the utilisation 
percentage, give higher estimates of 
underutilisation. Secondly, water available 
in storage in a given year may be much less 
than estimated on the basis of dependability 
percentage leading to a smaller area being 
irrigated and hence to a lower utilisation 
percentage Thirdly, and most likdy, the 
cropping pattern in the ensuing years might 
have changed considerably such that the 
entire potential created may be used. Hence 
the utilisation percentage would be lower if 
the potential created based on the projected 
cropping pattern is considered. 

To get a clearer and truer picture of 
underutilisation, it would be necessary to 
take ito account the amoun,t of water used 
during the year from the quantity stored for 
irrigation, in addition to the^area actually 
irrigated. Considering the water used for the 
cropping pattern that has in fact, developed 
one can estimate the area that can be 
irrigated on the basis of the duty assumed 
and transmission and distribution losses 
assumed in the project. If the area actually 
irrigated is less than the estimated area then 
there is underutilisation. Similarly the entire 
water meant for irrigation may hot be used. 
The surplus water in the storage is also an 
indication of underutilisation. The area that 
could have been irrigated with this surplus 
water, considering the aaually developed 
cropping pattern, assumed duty and assum¬ 
ed transmission and distribution losses, can 
also be estimated. The actual irrigated area 
as percentage of the total of the two 
estimated irrigable areas would give the 
utilisation percenuge. The reasons for 
underutilisation can then be sought in in¬ 
adequate on-farm development to receive 
irrigation water, lack of demand for irriga¬ 
tion water, high duty and low transmission 
and distribution tosses assumed and finally 
in unauthorised use of irrigation water. 

Keeping these factors in mind in what 
follows we have discussed the question^ of 
irrigation potential and its utilisation in 
respect of the Mula irrigation system under 
study. 

Underutilisation and Its Measures 
The Mula project was intend ed to serve 
the four chronically drought prone talukas 


of Ahmednagar district in Western Maha¬ 
rashtra. According to the 1966 project report, 
irri^tion from the project was expected to 
begin in the year 1969-70 and was to be fully 
developed hy 1975-76. Irrigation could, 
however, commence only in 1971-72 when 
part potential was creat^ on Mula Right 
Bank Canal (MRBC). Hible 1 gives the 
annual potential planned (as per the 1966 
project report), annual creation of potential 
and its utilisation as reported by the project 
authorities. A comparison of potential 
plaimed and potential created shows that no 
potential was created during 1969-70 and 
1970-71 even though it was planned. How¬ 
ever, during the period between 1971-72 and 
1974-75 yearly creation of potential more or 
less matched the yearly potential planned. 
This happened mainly because of the slow 
progress of work on the construction of 
distributaries and outlets. Though the work 
on the net work of distribution system began 
along with the head works, soon it lagged 
behind and by the time full storage was 
created the distributaries, minors and outlets 
were ready for use only at the upper reaches 
of the system. Similarly, actu^ utilisation 
feil far short of planned utilisation, par¬ 
ticularly after 1972-73, again because of the 
considerable lag in the creation of distribu¬ 
tion networks. 

We now compare the yearly potential 
reported to have been created and yearly 
actual utilisation. From Ihble 1 it is deal 
that the extent of utilisation calculated as 
a per cenrof yearly potential created is low 
and that it varies considerably from year to 
year. Estimated in this manner, utilisation 
percentage generaiiy varied between 40 and 
55 per cent during different years. 

Allowing from our discussion earlier, the 
question arises as to whether the annual 
utilisation percentage arrived at and pre¬ 
sented ia 'Ribie 1 gives a correct picture of 
the same. In our attempt to find an answer 
to this question we shall proceed step by step 
as follows. We shall first look into the annual 
estimates of storage in the reservoir and 
subsequently gross utilisation for irrigation, 
storage at the end of each irrigation year and 
the total inflow. 


Storage as on July 1 of every year means 
carry-over water from the last irrigation year. 
Dead storage for the Mula project is 4,500 
mcft, and carry-over is put at 1,000 mcft, so 
5,5(X) mcft of water needs to ^ left in the 
storage at the end of each irrigatton year. 
We Find from Ihble 2 that except for the First 
two years, i e; in 1972-73 and 1973-74, more 
water is left in the storage at the end of the 
each irrigation year than is required. On the 
basis of this observation inadequate storage 
as a reason for underutilisation of irrigation 
potential may ruled out The project is 
planned to store a maximum of 26,000 mcft 
of water and again we find from the Ihble 
that except in the first two years, when full 
storage had yet not been created, the maxi¬ 
mum storage in ail other years matches 
planned storage fairly well. Similarly, the 
total annual inflow, comprising water used 
for irrigation, for other purposes, overflow, 
lake losses and the difference between the 
lake content at the beginmng and at the end, 
also shows that in 7 out of 10 years a depen¬ 
dable yield of 70 per cent (27,0(X) mcft) was 
available. Again, according to the 1977 pro¬ 
ject report on water planmng, around 25,000 
mfet of water was to be released for irriga¬ 
tion each year and from the Ihble we find 
that actual water released for irrigation each 
year from 1977 onwards fairly matches the 
planned release Ail these observations go to 
suggest that availability of water in the 
system was not a constraint for maximisa¬ 
tion of utilisation However, these broad 
indicators do not tell us anything about the 
extent of utilisation: for that we have to 
exunine the water planned to be released for 
irrigation during different seasons and cor¬ 
responding area planned to be irrigated as 


Table 3- PRoirnFO Watir Planmno 

AND ARLA to BF IkKKiAILO 


Seasons 

Area 

Volume 


(hectares) 

(mcft) 

Kharif 

38,346 

6,998 

Rabi 

47.184 

11,721 

Hot weather 

13,578 

4,621 


99,108 

23.340 


Table 2: Annual Storage. Water Use for Irrigation and Totai Inflow 
IN RESPEcr OF Mula Project 


Year 

Storage 

Maximum 

Irrigation 

Total 


as on 17 

Storage 

(melt) 

Inflow 


(mcft) 

(mcft) 


(mcfi) 

1972-73 

4712 

13199 (22.80) 

10172 

25814 

1973-74 

4933 

20744 (27.90) 

10641 

30698 

1974-75 

9775 

25242 (10.11) 

15854 

23450 

1975-76 

14034 

26000 (1 11) 

18860 

35318 

1976-77 

16041 

25560 (1190) 

26480 

40221 

1977-78 

8361 

24984 (11.90) 

25003 

28906 

1978-79 

8725 

22119 (4.10) 

26435 

23855 

1979-80 

5535 

25415 (24.10) 

17150 

45395 

1980-81 

16775 

24869 (1410) 

26460 

33777 

1981-82 

sm 

25912 (30.90) 

23696 

30246 

Note: mcft 

> million cubic feet. 
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per the projected cropping pattern and com¬ 
pare it to the water acfuaJly released in 

different years during diffeient seasons and 
corresponding area actually irrigated as per 
the developed (actual) cropping pattern. Ws. 
therefore; proceed to look into the available 
data to examine these aspects. 

Ihble 3 presents the project water plan¬ 
ning in terms of volume of water to be 
released and areas to be irrigated during dif¬ 
ferent seasons according to the 1977 project 
report. 

Ihble 4 and S present the actual water 
released and actual area irrigated during 
different seasons during the last five years 
beginmng from 1976-77. 

A comparison of Ihble 2, Ihble 3 and 
Thble 4 shows that although the total 
quantity of water released for irrigation 
fairly matches the planned releases, actual 
areas irrigated during each of the five years 
is much smaller than the area planned to be 
irrigated. The data on season-wise water 
released and area actually irrigated during 
each year shows that water released during 
kharif and rabi seasons corresponds fairly 
well with the planned release in kharif and 
rabi seasons in all the years except in 
1979-80. In the case of hot weather season 
the water released is much higher (almost 
double) than the planned release.' However, 
the area irrigated in each of the seasons in 
all the years is much smaller than the area 
planned to be irrigated according to the 1977 
project plan. The extent of utilisation 
estimated as percentage of area actually 
irrigated in each season to the corresponding 
area planned to be irrigated is presented in 
Ihble 6. 

The extent of utilisation estimated in this 
manner shows that the overall utilisation 
percentage is a little over 40 per cent. Among 
the three seasons utilisation percentage is 
considerably higher in the hot weather 
season and shows continuous improvement 
over the years; utilisation percentage is 
lowest in the kharif season and in the rabi 
season it is close to that for all seasons. The 
foregoing account shows that while annual 
water released for irrigation matches fairlv 
well with the planned release, corresponding 
area irrigated is considerably sinsdler than 
that planned for. In other words, while water 
available for irrigation is more or less 
entirely used, the area expected to be 
irrigated by the released water is not fully 
irrigated. 

Factors Responsible 

We can think of three conceivable reasons 
for this state of affairs. Firstly, the cropping 
pattern that has actually develops is 
markedly diffeient from the one proposed, 
such that the areas under heavy water using 
crops are considerably higher than expected. 
Consequently a lesser area than planned for 
could be irrigated with the same amount of 
water. 


Secondly, there may be unauthorisi^ 
irrigation to a considerable extent which is 
not reported in the area irrigated. Thirdly, 
the itiieatioii duties assumed are much 
larger and the transmission and distribution 
losses assumed are smaller than the actuals 
in estimating the areas to be irrigated, 
resulting in less area being actually irrigated 
than planned for. 

It appears all these factors together are 
responsibile for a smaller area being reported 
as irrigated than expected. As we have no 
information or data about what ought to be 
the irrigation duties at canal and distributary 
heads and also what actually are the 
transmission and distribution losses con¬ 
sidering the soil and other agro<limatic con¬ 
ditions, we shall attempt to look into the two 
other factors, namely, changed cropping pat¬ 
tern and unauthorised irrigation. 

Let us begin by examining the proposed 
cropping pattern and the actual cropping 
pattern that has developed over the last five 
years. 

We find that sugarcane which was pro¬ 
posed to occupy only 4 per cent of the 
irrigable Command Area (ICA) occupies 
around 12 per cent of the area actually 
irrigated. Similarly, hot weather groundnut, 
which has only 3 per cent of ICA in the pro¬ 
posed cropping'pattern, occupies around 12 
per cent of the irrigated area. On the other 
hand the proportion of areas under kharif 
spasonals and cotton to area actually 


irrigated are much smaller than those pip- 
posed in the project cropping pattern, in 
terms of absolute area also it is noted that 
the areas irrigated under sugarcane and 
groundnut are much higher than that pro¬ 
posed in the project cropping pattern. It 
would not be unreasonable to assume that 
because of the increase in irrigated area 
under these heavy water using crops, mainly 
sugarcane, the irrigated areas under kharif 
and rabi seasonal crops are smaller than ex¬ 
pected thereby reducing in fact, the 
magnitude of total area that could be 
irrigated. 

It is estimated that the water required to 
irrigate a hectare of sugarcane can irrigate 
approximately 10 times the area (around 10 
hectares) under seasonal grain crops. 
Similarly, it is estimated that water required 
to irrigate a hectare of hot weather crop can 
irrigate approximately three times (around 
3 hectares) of kharif and rabi seasonal 
crops.’ We have seen that an additional 
area of 1,065 hectares of cane and an 
additional area of 1,760 hectares of hot 
weather groundnut have been brought under 
irrigation than proposed in the project crop¬ 
ping pattern. In order to demonstrate how 
much additional area under seasonal grain 
crops could have been brought under irriga¬ 
tion in lieu of growing additional sugarcane 
and groundnut, we subtract these.additional 
areas (1,065 ha 1,760 ha) from the total 
area irrigated and instead add 10 times the 


1 ABi E 4: Yearly Water Released during Din erent Seasons 


Year 


Volume of Water Released (meft) 



Khant 

Rabi 

Hot Weather 

local 

1976-77 

8,668 

9,607 

8,205 

26,480 

1977-78 

6,724 

9,252 

9,027 

25,003 

1978-79 

6,064 

13,720 

6,651 

26,435 

1979-80 

2,893 

6,313 

7,944 

17,150 

1980-81 

6,476 

10,630 

9,354 

26,460 

Average of 
last 5 years 

6,165 

9,904 

8,236 

24,306 


Table 5: Yearly Area Irrigated during Dieelreni Seasons 


Year 


Area Irrigated (hectares) 



Kharif 

Rabi 

Hot Weather 

Total 

1976-77 

12,202 

22,985 

7,180 

42,367 

1977-78 

13,546 

20,134 

8,126 

41,806 

1978-79 

13.459 

20,460 

8.909 

42,828 

1979-80 

14,038 

13,615 

11,266 

38,919 

1980-81 

15,321 

20,289 

12,632 

48,242 

Average of 
last 5 years 

13,713 

19,497 

9,623 

42,834 


TaAle 6: Season-wisx Annual Utilisation Percentage 


Year 


Season-wise Utilisation (Percentage) 


Kharif 

RaU 

Hot Weather 

All Seasons 

1976-77 

31.82 

48.71 

52.88 

42.75 

1977-78 

35.33 

42.67 

59.85 

42.18 

1978-79 

35.10 

43.36 

65.61 

43.21 

1979-80 

36.61 

28.86 

82,97 

39.27 

1980-81 

39.95 

43.00 

93.03 

48.68 

Average 

35.76 

41.32 

70.87 

43.22 
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susaicMve MW, i e, 10,650 ha and I lunti 
the groundnut area, \ e, SW ha of seasonal 
grain crops to the totri irrigated area On 
account of this change the total irrigated 
area increases from 32,530 hectares to 45.«5 
hectares, thereby increasing the utilisation 
percentage from 44.37 (potential 73320 hec¬ 
tares, utilisation 32,530 hectares) to 62.24 
(potential 73,320 hecures and utilisation 
45,635 hectares). This exercise indicates that 
the utilisation percentage appears approxi¬ 
mately 18 per cent lower than what it actual¬ 
ly is because of the changed cropping pattern 
and hence due to the estimation of the 
utilisation percentage on the basis of the 
project cropping pattern rather than the 
observed cropping pattern. It is a moot point 
if the apparent lower utilisation due to 
change in cropping pattern should be called 
underutilisation at ali or simply mis- 
utilisation. 

Our next stage of enquiry takes us to the 
earlier observation that there may be 
unauthorised irrigation to a considerable 
extent which does not get reported thereby 
attecting the utilisation percentage adversely. 
We do not have any direct evidence to drive 
this point home but indiject evidence sug¬ 
gests that there are serious possibilities of 
unauthorised use of water for irrigation. 

Sugarcane cultivation in the Mula com¬ 
mand area can be classified as being based 


Oilmitt 

With supplemental^ Imgatlon from canal 
and sugarcane grown exclusively on well 
watei ibai iHete exists a serious possibility 
of unauthorised use of. canal water. 
Although sanction given for this purpose is 
seasonal and the irrigation from canal is 
supposed to be supplementary in nature, a 
considerable proportion of the area under 
cane on so called well-cum-canal irrigation 
may be getting fully, or at least largely, 
irrigated by canal water alona There is no 
way of checking this unauthorised use 
because of common field channels for well 
and canal irrigatioif. So, even though the 
area irrigated in this manner is not 
understated the actual water used for irriga¬ 
tion is much greater than estimated. Further, 
a part of the area under cane reported to be 
fully under well irrigation may also be 
getting unauthorised supply of canal water. 
We cannot ascertain the magnitude of such 
unauthorised use, but, it would not be 
uhreasonabie to assume that part of the 
underutilisation even after adjusting for the 
cropping pattern can be explained by un¬ 
authorised irrigation not being reported. 
Our discussion with canal official and with 
the irrigators during the course of field 
investigation brings out the unauthorised use 
as a distant possibility. 


Increase in the area under sugarcane (a 
very h^vy wal« using crop) not only affects 
tbe utilisation percentage, both directly and 
indirectly, but also has a serious repurcus- 
sion on extensive use of irrigation water, 
specially in a drought prone area like 
Western Maharashtra, where the main 
objective of the irrigation system is to pro¬ 
vide protective irrigation to as extensive an 
area as possible. Development of irrigation 
in different reaches of the command (head 
reach, middle reach and tail reach) should 
give some idea about the concentration or 
otherwise of the irrigation. In order to 
examine this aspect we present in Ihble 8 the 
information about the crops irrigated on 
some selected MRBC distributanes from the 
three reaches (head, middle, tail), made 
available by the Ahmednagar Irrigation 
Circle and the IMiter and Land Management 
Industries (WALMI). Aurangabad. 

The empirical evidence indicates that the 
utilisation percentage is higher in the head 
reaches than in the tail reaches of the canal 
and that the area under sugarcane decreases 
progressively from head to tail. Concentra¬ 
tion of heavy water using crop like sugar¬ 
cane in the head reaches of the canal is 
obvious from the markedly high proportion 
of area under sugarcane in the head reaches 


(a) exclusively on canal water, (b) exclusively 
on well water, and (c) on both canal and well 
water. Sugarcane grown exclusively on canal 
water is given annual sanction which is 
restricted to the percentage permitted in the 
sanctioned cropping pattern (4 per cent of 
ICA). Sugarcane on both cand and well 
wa*er is primarily cane grown on well water 
with supplement^ irrigation from canals by 
seasonal sanctions. When the full storage 
was created in 1973-74 and the irrigation 
started, the full canal system and distri¬ 
butary network were not ready. As a result 
a large quantity of water remained unused 
in the reservoir from year to year (refer 
Thble2. years 1974-75, 1975-76 and 
1976-77). Farmers growing sugarcane on well 
water increasingly started demanding thc' 
supply of canal water to supplement the' 
water from wells. Realising that there exists 
an unending possibility of getting the supply 
of canal water to supplement well water for 
growing cane, over the years farmers have 
been increasing the area of cane on well 
water with a supplemenuiy supply of canal ‘ 
water. The number of wells increased from 
6,800 in 1972 to 8,200 in 1981 and the area 
under sugracane using well water has in¬ 
creased from 2,400 hectares to 6,400 hectares 
during the same period. Out of this increase 
in area under sugarcane on well irrigation, 
area under cane based on well supplemented 
by canal irrigation increased from 740 hec¬ 
tares to around 4,400 hectares, whereas cane 
grown exclusively on well water increased 
from 1,710 hecures to 2,020 hecures. It is 


Tabi f 7: Dftaiis of Cropping Pattern Proposed and Observed Cropping Pai i ern 


Perennial Zone* 
ICA = 69 ,4 10 ha 
Per Cent Area 

of ICA (ha) 


Proposed 


Non-Perennial Zone 
ICA »= 11,400 ha 
Per Cent Area 

of ICA (ha) 


Observed Cropping 

_ Pattern _ 

Average of Last Five 
Years (1979-1984) 
Total Irrigation Area 

_^ 32,530 ha 

Per Cent of Area 
Img Area ‘(ha) 


1 Sugarcane 

4.0 

2,773 


— 

11.8 

3,840 

2 Other perennials 

1.0 

695 

— 

_ 

— 

— 

3 L S Cotton 

19.5 

13,335 

!0.0 

1.140 

4.3 

1.400 

4 Kharif seasonals 

30.5 

21,170 

50.0 

15,700 

19.8 

6,440 

5 Rabi seasonals 

6 Groundnut 

43.0 

29,850 

63 0 

7,180 

46.6 

15,155 

(hot weather) 

3.0 

2,080 

— 

— 

11 8 

3,840 

7 Others 

4.0 

2,775 

— 

— 

5.7 

1,855 

Toul 

10S.0 

72,880 

123.0 

14,020 

100.0 

32,530 


Note: * Mula Right Bank Canal has two zones: (i)perennial zone, where perennials and hot weather 
seasonals are permitted, and (li) non-perennial zone where only kharif, rabi and two 
seasonal crops arc permitted. 


Table 8: Area Under Dii ferent Crops as Per Cent of ICA 
_ IN Different Reaches of the Canal (1980-81) _ 

Head Middle Tkil Toul 

Reach Reach Reach 


ICA (hectares) 

Crops (per cent of ICA) 

18,191 

13,279 

24,640 

58,110 

1 Sugarcane 

18.6 

7.9 

6.7 

10.8 

2 IWo seasonals (L S cotton) 

0.2 

0.3 

0.1 

0.2 

3 Kharif seasonals 

9.3 

6.3 

6.7 

74 

4 Rabi seasonals 

14.6 

18.5 

21.8 

18.7 

5 H W seasonals 

9.3 

13.7 

90 

10.3 

Grand toul 

52.0 

46.7 

44.3 

47 4 
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compared to the middle and tail reaches. 
This kind of development would certainly 
have an adverse impact on the availability 
of water to the tail-enders particularly. Even 
though it is seen from the Ihble that around 
44 per cent of the ICA in the tail end gets 
irrigated, in practice however water is seldom 
made available to the tail enders in each rota¬ 
tion, particularly in rabi and hot weather 
seasons. Often the irrigators at the tail end 
would have to make do with less watering 
because of water not being supplied to them 
in each of the 4 to 6 rotations of watering 
specified for a season. Our interview with 
the irrigators, specially with the tail-enders, 
in the Mula command confirms the in¬ 
ferences drawn regarding inadequate avail¬ 
ability of canal water, even though the 
official policy is to begin the irrigation from 
the tail end. In this connection it may be 
worthwhile mentioning Robert Wade’s 
observation on underutilisation which is a 
common feature of canal irrigation schemes 
almost everywhere in the world. Commonly, 
farmers in the head reaches are allowed to 
take water while the canals further down are 
under construction. They, therefore, have 
ample water in this initial period, and adopt 
water intensive cropping pattern; when the 
lower reaches are ready they mount intense 
resistance to the consequent reduction in 
their water supply This has been a particular 
problem of canal schemes in drought prone 
areas, where the irrigation policy aims to 
spread water over as large an area as pos¬ 
sible and in that sense is protective. Through 
their politicians, the farmers in the head 
reaches exert strong pressures to ensure that 
they are subsequently not prevented from 
growing heavy water using crops. Hence, 
farmers in the tail areas get much less water 
than intended [Robert Wade, 1976]. 

Another adverse impact of this type of 
irrigation development is waterlogging and 
soil salinity mainly in the upper reaches of 
the canal. Official statistics of the Ahmed- 
nagar Irrigation Circle shows that around 
13 per cent and 8 per cent of ICA in the head 
reaches and tail reaches respectively of 
MRBC are not available for irrigation 
because of waterlogging, salinity and 
alkalinity. 

Just as a part of the underutilisation, even 
after adjusting for the cropping pattern that 
has actually developed, can be explained by 
unauthorised irrigation, the other part of it 
can presumably be explained by high irriga¬ 
tion duty adopted and low transmission and 
distribution losses assumed in the project 
and water planning. As mentioned earlier, 
we do not have adequate technical data to 
verify the extent of underutilisation because 
of these factors. The irrigation ofricial 
circles, however, are quite conscious of this 
fact. 

CONciUDiNG Observations 

We may now summarise the whole discus¬ 
sion as follows. The extent of utilisation of 


irrigation potential estimated, as a rule, as 
percentage of area irrigated to the potential 
created does not give a correct picture of the 
utilisation percentage as seeh in the present 
exercise. Firstly, because the potential 
created, as defined, assumes that the land 
development Qevelling, construction of field 
channels, etc) below the outlet head, which 
is supposed to be the responsibility of the 
farmers, is complete and that the 'chak’ is 
ready to receive the irrigation water, whereas 
in actual practice it may not be so and, 
secondly, ^ause the cropping pattern that 
actually develops may be considerably dif¬ 
ferent from that assumed while ascertaining 
potential created. In view of these two 
factors, the utilisation percentage may turn 
out to be lower than it actually is. It would 
therefore be more meaningful to estimate the 
extent of utilisation by taking into account 
the water released compared to the planned 
release and area actu^ly irrigated. If the 
water actually released is more or less equal 
to the planned release during the year and 
the area actually irrigated is smaller than the 
area that could have been irrigated on the 
basis of observed cropping pattern and 
assumed duty and transmission and distribu¬ 
tion losses, then there is underutilisation and 
that can be estimated by expressing area 
actually irrigated as percentage of area that 
could have been irrigated. 

Underutilisation under such circum¬ 
stances would then be either due to 
unauthorised use of water or to high duty 
and low transmission and distribution losses 
assumed or may be due to both. An attempt 
should then be made to find out the area 
getting unauthorised irrigation. Having 
taken that into account any underutilisation 
then can only be attributed to high duty and 
low transmission and distribution losses 
assumed. The only way of improving the 
utilisation then is through a deliberate effort 
to reduce the transmission and distribution 
losses and through assuming a lower duty 
based on actual observation 

However, if the actual water released is 
considerably smaller than the planned 
release then the utilisation percentage is to 
be calculated in two stages. Firstly, by taking 
into account the area actually irrigated as 
a percentage of area that could have been 
irrigated assuming the cropping pattern that 
has actually developed. Secondly, assuming 
the develop^ cropping pattern, the area that 
could have been irrigate with the unutilised 
water in the storage is to be estimated and 
added to the area that could have been 
irrigated with the water actually released. 
The utilisation percentage can then the 
calculated as per cent of area actually 
irrigated to the total area that could have 
been irrigated. The difference between these 
two utilisation percentages would indicate 
mainly the extent of underutilisation due to 
lack of potential created and resulting un¬ 
used water in the storage. A carefbl an^ysis 


of all these factors is likely to throw a clear 
and more meaningful picture about under¬ 
utilisation of irrigation potential. 

One very significant issue, which should 
not be lost sight of, is the disproportionate 
importance given to the engineering aspects 
of the irrigation project compared to the 
agricultural and marketing aspects, which is 
part of the explanation for low utilisation. 
Irrigation engineers tend to view the output 
of the canal system as ‘water’ and not the 
additional crop which the water should 
allow. Therefore, they tend to see poor 
utilisation of water by the farmer as a 
demand problem, not a supply problem. 
They tend to explain the unsatisfactory per¬ 
formance of a scheme in terms of the 
backwardness of the farmers [Robert Wade, 
1976, p 66). This is a matter of serious 
concern and this concern has prompted a 
major rethinking in irrigation policy. One 
of the outcome is the ‘Command Area 
Development Programme’ which is supposed 
to be the main plank for proper development 
and utilisation of irrigation potential. 

Notes 

[I have benefited from discussion with N Rath 
and from the comments from V M Dandekar. 
However, I alone am lesponsible tor any error 
in the paper.] 

1 In 1979-80 the total inflow was 45,395 meft 
(ref Thble 2). The rainfall was very high and 
well distributed as a result of which release 
of water during kharif and rabi seasons was 
considerably Tower than planned and there 
was a large carryover in 1980-81 

2 Depth of water at canal head for the Mula 
system as per 1977 water planning for sugar¬ 
cane IS 4.3 metre (annual) and for kharif, rabi 
and hot weather seasonals arc 0 35 metre, 
0 45 metre and 1 00 metre respectively 
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THROUGH CO-OPERATIVE ENDEAVOUR 

As you sow, so you reap. We made multisided efforts to 
sow self reliance in Rural and Urban Maharashtra through 
Primary Agricultural Cooperative Credit Societies, 
Marketing Societies, Artisans and Jungle Kamgar Societies, 
Co-operative Hospitals, Industrial Societies, Urban Banks 
and Salary Earners Societies. 

AND WE SEE 

The face of Rural and Urban Maharashtra is changed. 
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This land 

Great and slorious land 
Maharashtra 

Beauteously bedecked by the wonders of Ajanta & Ellora, 
Ornamented with the mountain ranses of 
The Sahyadris and the Satpudas, 

The land sanctified by the waters of the Godavari, Tapi, 
Krishna, Painsansa, Girna, 

The land of sreat saints and valiant warriors 

Claimins heritase from the golden past 

This land, this Maharashtra State of ours 

With unfurled standards on the festive and auspicious eve 

Of the concluding ceremony of its silver jubilee. 

Nourishing literature, art and culture 
Is all set to embark upon the age of science & technology. 
Only one obsession and one resolve at this historic moment. 
The obsession of the happiness of the entire mankind. 

Of the people and the lesson of National Solidarity taught 
by saints and martyrs, 

The resolve of partnership 

In the endeavour of 

Building up the nation and the state 

Of commitment to the welfare of the people. 

The vow of this great and ancient land of Maharashtra, 

To work concertedly towards the 
Attainment of this ideal 


Government of Maharashtra: A Government That Works 
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From and sround to sreen acres. From a life of little hope to thriving, busy 
populace The Changing Picture springs to colour from a drab canvas. 


At Mahindra, we are happy to play this role of a catalyst in the development 
and improvement of backward areas. Kandivli or Nasik, l^mpri or igatpuri— 
wherever we go, we have looked to the needs and welfare of the community. 
Education, housing, health-care And even civic amenities like proper roads, 
drinking water, gardens, power have been our first priority. 

The theme is to grow and develop together. To give back to society in no small 
measure, what we reap from it. This is the unwritten credo at Mahindra A way 
of thinking that has become a way of life. 
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Not the Last Time 

THE official briefings did not say so. naturally, but many who attended the 
meeting of the reconstituted National Integration Council last month had got 
the impression that the real purpose of calling the meeting had been to prod 
Cltief Minister Surjit Singh Barnala into taking tougher measures against the 
terrorists in Punjab. Barnala. it would appear, managed to remain non¬ 
committal on that occasion, but after the proclamation of the formation of 
‘Khalistan’ bv the so-called Panthic Committee from the Golden Ibmple on 
April 29 any options he may have thought he had were clearly snuffed out. 
The result was the commando action on April 30 to clear the Golden Tbmple 
of suspected terrorists. In retrospect it is easy to see that to provoke the govern¬ 
ment into taking some such action must have been the purpose of the bizarre 
‘Khalistan’ proclamation. 

Punjab’s Director-General of Police has said that the commando operation 
has achieved its objective of ‘Hushing out’ suspected extremists from the Golden 
Temple, though the five members of the Pamhic Committee together with the 
wanted AISSF leader Harinder Singh Kahlon managed to give the slip to the 
large force drawn from the BSF, CRPF and Punjab Police, besides the specially- 
trained commandos from Delhi. Though the Director-General of Police has 
said that the Golden Temple would be handed over to the SGPC, it is doubtful 
that the latter would be able to retain possession of it without a sizeable 
paramilitary force having to be permanently stationed inside the Temple. By 
contrast, the political fall-out of the commando operation has not been in¬ 
considerable. Two Akali stalwarts, Prakash Singh Badai and Gurcharan Singh 
Tohra, have resigned from the Akali Dai’s working committee. A number of 
other Akali Dal office-bearers too have quit. IWo members of Barnala’s cabinet, 
Sukhjinder Singh and Amrinder Singh, have resigned and two others are 
expected to do likewise. Four of the seven Akali MPs have issued a statement 
accusing Barnala of having brought a “blot to the history of the Akali Dal" 
and destroying the glorious traditions of the Sikh Panth. By ordering the entry 
of the police into the Golden Temple, Barnala had played into the hands of 
the Centre, they have charged. It is not clear yet how many Akali MLAs still 
support the Barnala ministry; Tohra has claimed that only 29 out of 73 MLAs 
were present at the meeting of the Akali legislature party called by the Chief 
Minister after the commando operation, whereas Barnala himself has put the 
figure at 41. 

It has been pointed out that whatever the number of disaffected Akali MLAs, 
thcic IS no immediate threat to the survival of the Barnala ministry, since, given 
the current attitude of the Central government to Barnala, the latter can count 
on the support of the 32 Congress! I) members of the Punjab assembly, besides 
the handful ot MLAs belonging to other parties. However, the immediate sur¬ 
vival of the Barnala ministry is not the central issue in the situation created 
by the comando operation in the Golden Temple. No one, with the exception 
possibly of hard-core extremists, would have any interest just now in toppling 
the Barnala government. Certainly, the last thing a Badai or Amrinder Singh 
or Tohra would want is for himself to replace Barnala as chief minister in the 
prevailing situation in Punjab, which no doubt largely explains the relative 
cool that Barnala has been displaying. What the response of Badai, Tohra and 
other opoonenis of Barnala to the commando action in the Golden Temple 
has served to re-ernphasise is that it is misleading tevview the political situation 
in Punjab in terms of supposedly distinct political forces such as Congress(l), 
Akali Dal and the extremists or terrorists. Surely, the extremists who proclaimed 
the formation of ‘Khalistan’ last week could have wished for no better contribu¬ 
tion to the success of their manoeuvre than the 'Panth in danger’ response 
of Badai, Tohra and other Akali opponents of Barnala to the commando opera¬ 
tion in Amritsar. The pattern set by Indira Gandhi many years ago in building 
up Bhindranwale to erode the Akali Dal’s hold over the Sikns thus continues 
to nourish. A correspondent writing in this journal had described how two 
senior Congress(I) leaders of Punjab, one of them a lormer chief minister, 
had collaborated with the AISSF and the United Akali Dai in the course of 
the Nakodar incidents in February (Sucha Singh Gill, ‘Lessons of the Nakodar 
Incident’, March 8-13). Given this readiness of Akali and Congress politicians 
to stoke Sikh religious sentiment to further their political purposes, there can 
be no question at all of the terrorists and the extremists being isolated or their 


suying ‘flushed out’ of the Golden Temple 
or anywhere else. Instead one commando 
operation will need to be followed by 
another and yet an6ther of rising intensity 
till, once again, civil rule in any form will 
be rendered impossible and there will be no 
escape from martial law. by whatever name 
it may be called. This is a consummation the 
terrorists no doubt devoutly wish for, as it 
will elevate them to the role of the sole 
defenders of the Sikh Panth against New 
Delhi’s marauding hordes. But what of the 
Akali leaders? Are Badal, Tohra and all the 
rest irrevocably smitten by a collective 
death-wish? 

Nuclear Disaster 


Doubts Strengthened 

THREE weeks ago the Minister of'State for 
Science and Ibchnology Shivraj Patil had 
confidently assured the Lok Sabha that 
nuclear power plants were “not dangerous’’ 
and that “there should not be any fear in 
the minds of the people" about nuclear 
facilities. Unfortunately for the minister and 
for the nuclear lobby in India, the USSR 
nuclear disaster at Chernobyl has brought 
into focus the doubts, misgivings and the 
criticisms of concerned people’s groups/en¬ 
vironment groups about nuclear power. 

Early this week, four days after a nuclear 
power reactor in the Ukraine caught Hre and 
began to spew out radioactive products in 
vast quantities, the USSR sent frantic 
appeals for help to Sweden and to West 
Germany. This was the first announcement 
that a disaster of such proportions had talren 
place and the first acknowledgement that 
the radioactive cloud had spread almost 
1.600 km to the Nordic countries. According 
to Soviet Sources, there were two deaths in 
the plant and the local population were in 
no danger. Later it was admitted that 197 
people were in hospital and that the popula¬ 
tions in the path of the radioactive cloud had 
been evacuated. Nuclear experts in the West 
have put the possible mortality at over 2.000 
despite repeated Russian denials. It has been 
predicted that over 10.000 affected people 
will die of various cancers (especially of the 
lung) in the coming years. The surrounding 
land will be unfit for cultivation or for dairy 
farming. High levels of radioactivity have 
been detected in several parts of Sweden. 
Austria. Norway. Poland and even Japan, 
although these levels are not considered 
“harmful”. In Sweden radioactive con¬ 
tamination has been detected in milk and 
warnings are likely to be issued against 
drinking rain water. 

The accident is deduced to have occurred 
when the water cooling system of one of the 
reactors at the Chernobyl power station 
failed. The loss of coolant resulted in over¬ 
heating and a possible meltdown of the fuel 
core. This may have in turn set Hre to the 
graphite blocks, which act as moderator. 
However, the only official explanation forth¬ 
coming from the Soveit Union has been that 
the disaster was caused by "human failure” 
and that procedures would be corrected so 


that it would not be repeated. 

Nuclear experts have been quick to point 
out that Ute Chernobyl reactor was of a 
uniquely Russian design using graphite as 
moderator. Moreover, a secondary contain¬ 
ment structure had not been constructed and 
this allowed the escape of radioactive pro¬ 
ducts directly in to the environment. In the 
US. for instance, there are only two graphite 
moderated reactors, both of which have 
additional containment structures. Although 
the safety measures in Russian reactors have 
come in for criticism, Soviet officials have 
in fact stressed that the Chernobyl reactors 
were among the “safest”. Russian authorities 
have also been deservedly castigated for the 
“unacceptable delay” in admitting the 
disaster. At the time of writing the reactor 
is still ablaze, although attempts are 
reportedly being made to contain the fire; 
the International Atomic Energy Agency has 
offered technical help as have the US, West 
Germany, UK and several other countries. 
The US has offered to send in the Nuclear 
Emergency Search Team which has been 
used before to recover the debris from a 
Soviet satellite. In time no doubt the blaze 
will be put out, though the damage will be 
enormous. Soviet agriculture which is 
already suffering from other problems will 
be further affected, for the Ukraine produces 
a substantial proportion of the country’s 
cereals as well as potatoes, milk and eggs and 
meat. It is unlikely that the contaminated 
areas, both in and outside USSR, can be 
safely used for cultivation for a long time 
to come. 

The incident which has been termed the 
“world’s worst nuclear disaster’’, highlights 
several issues which have been repeatedly 
raised by the critics of the nuclear industry. 
For one thing, the nuclear industry has in 
every country taken refuge under the cloak 
of national security and refused to divulge 
information, especially about the safety 
aspects of nuclear facilities. If there appears 
to be more information available from the 
US, it is only because of the efforts of the 
environment movement, especially after 
the Three Mile Island disastdr. The Nuclear 
Regulatory Commission (NPC), for in¬ 
stance, has made it mandatory that ail 
nuclear facilities should report any ’event’. 
In the past year there has been an increase 
in the number of such incidents reported— 
from 2,417 to 2,974. A IS per cent rise in the 
more serious ‘events’ has also been noticed 
although of course these may be attributed 
to the rise in the number of reactors. The 
NRC has predicted that there is a 45 per cent 
chance of a major core meltdown in the US 
before 2000 AD. That the risk of a serious 
accident occurring is very small is no longer 
a tenable argument in support of nuclear 
safety. The USSR disaster only goes to re¬ 
emphasise that when the issue concerns a 
release of radioactivity, then even one small 
lapse can have enormous long-term conse¬ 
quences which will affect more than one 
country. 

The Indian nuclear programme does not 
include any graphite moderated power reac¬ 
tors, a design which had been discarded as 
being more risky. This is, however, no reason 


for complacency. It is a fact that idthQuih 
the safety programme of the nuclear 
industry supposedly makes detailed analysis 
of “hypothetical accident scenarios”, every 
accident (or ‘incident’, as it is fallaciously 
termed) had involved the development of 
new tools, equipment and procedures for 
coping with the repair or the consequences 
of the event. For instance, it was only in 
order to deal with a leak in the Rajasthan 
Atomic Power plant that, in 1982, the 
department developed appropriate methods 
of removing and replacing ‘hot’ equipment, 
evolved procajdures artd tools and trained 
personnel in liplated operations, While the 
Department of Atomic Energy wa oartici- 
pant in the wodd-wide incident reporting 
system Organised under the International 
Atomic Energy Commission, it has never 
divulged any information to the public about 
the safety status of its facilities except to 
issue periodic bland assurances. Such 
statements can only be misleading. For, no 
matter how stringent the safety measures 
undertaken, ana how efficient the devices 
employed, there can be no real guarantees 
against either mechanical or human failure. 
Almost every one of the accidents in the 
nuclear facilities all over the world have been 
due to causes which have occuired in every 
industry—-they are not unique to the nuclear 
industry. What makes these failures so 
significant is that they may cause the release 
of deadly radioactivity which will affect 
not just those who work and live in the 
neighbourhood, but human habitations 
thousands of kilometres away 

Politics 


Self-Reinforcing Circle 


WITH the aggravation of the Punjab crisis 
once again, all thinking, and many unthink¬ 
ing, persons have come orut with various 
prescriptions—supposed to be at least 
palliative, if not remediall And, to help in 
this nation-wide therapeutic campaign, 
many wise men of the nation were sum¬ 
moned to a session of the recently re¬ 
constituted National Integration Council. 
The plethora of prophylactic thoughts, that 
have resulted from this great churning, 
appear to be broadly divided alon^ the 
following three main lines: 

(i) The key man on the spot, the newly 
appointed director general of the Punjab 
police, J F Rebeiro, is reported to be of the 
opinion that “if the terrorists had their hit 
list and hit squads, the police would retaliate 
with its own anti-terrorist hit list and hit 
squads”. The tenor of his talk implies a 
thinly veiled claim to freedom of action— 
that is, freedom from the intent of the law 
of the land, as well as freedom from the 
control of the political authority, that is, the 
state government to be specific- In his bid 
for autonomy, Rebeiro, of course, bases 
himself on the implied sanction of the 
Central government, the Department of 
Internal Security to be specific 
The induction of Siddhaitha Shankar Ri^ 
as the new governor of the state lends some 
measure of authenticity and credibility to 
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both of these proposals as Ray was asso¬ 
ciated with the police operations in West 
Bengal against the Naxalitc militants in the 
early seventies when the police had its hit 
list and hit squads and made use of both 
with impunity The need for autonomy from 
the state government did not really arise then 
as most of the time West Bengal was then 
under the President’s rule 

(ii) There is another prescription about the 
police role coming from a retired inspector 
genet al of police, presently an MP, who 
recommended in the House that “the police 
has to be a social doctor” It would of course 
be interesting to hear about the speaker's 
own cxpeiicnce and expertise about ‘social 
doctoring’ by the police during his active 
career It is, of course well known that our 
policemen, bred in the colonial milieu left 
by the British, are not really specialists in 
social therapy' More significant, however, is 
the implied urge for a certain measure of ex 
panding role for the police here social 
doctoring, being a part of social engineer 
iiig, IS a sphere of the political authority, by 
claiming a role in this sphere, the police 
would really be bidding for an encroachment 
into the preserve of the political authority 

In elaborating his ideas, the former police 
chief does not however, speak of any social 
doctoring, but suggests methods of more 
clfcctive policing merely, as, for example, the 
need to maintain "a record of all communal 
tension points and flashpoints and com 
puterisc the information for use when 
necessary’ 

(ill) Though not necessarily subscribing 
to either ot the above two scenarios, a large 
segment of the public opinion concedes a 
major role to the anti terrorist programmes 
of the police and assigns public campaigns 
a parallel and supplementary role They, in 
fact concur with the official viewpoint The 
last session of the National Integration 
Council was summoned by the Union 
government expressly to meet this require 
ment according to a newspaper report, the 
Union Home Ministry, alter “helping 
Punjab streamline its state machinery to 
enforce law and order”, decided to hold the 
NIC meeting to “meet the wider challenge 
through parallel action at political and 
social levels with the support of all sections 
of the people” 

While the above scheme is unexcep 
tionable in its general formulation, there are, 
however, inherent snags in its actual work 
ing It may so happen that the two arms ol 
the pincer may be working at cross purposes 
which presumably is true in the present case 
in Punjab 

To the extent the police implements its 
counter insurgency plans with hit lists and 
hit squads or even rounds up large numbers 
of supposed sympathisers of the suspected 
militants and put them through the well 
known third degree methods, the masses of 
their community will be antagonised, and 
to the extent, the Akali Dal or the other 
parties like the BJP or even the Congress(I) 
with a predominantly Hindu composition 


stick to their sectarian positions, to that 
extent would the militants of the respective 
community be emboldened and inspired to 
stiik to their terroristic programmes Such 
IS the VICIOUS circle fouling up the situation 
in Punjab, apart from the rote of the Con 
grcss(l) policies of making use of every 
disruptive element to shore up its crumbling 
mass base 

If this Vicious circle is to be broken 
through, as it must then the initiative has 
to come from outside the self reinforcing 
circle—of the police and administrative ex 
cesses at one end and the narrow minded 
sectarian politics at the othei It is here that 
the nation has failed most ignobly 

Apart from all the misdeeds of the 
Khalistanic extremists and the Congress(I) 
rulers, whose ill conceived actions stretch 
from the promotion ot the late Bhmdranwale 
up to the indiscriminate army operations at 
the Amritsar Golden Temple, the people at 
large also bear some share of the respon 
sibility for the mess that the nation is in 
today One has in mind particularly the 
apathy and inaction ot the non Sikh masses 
during the anti Sikh carnage in the nalional 
capital and some other places including the 
predominantly working class centre of the 
Bokaro steel city Nothing has contributed 
to the feeling of Sikh exclusiveness as these 
occurrence 

A small beginning m the right direction 
was made when the C P1{M) initiated ‘Save 
Punjab, Save India campaign on April 5 
But as yet, it is no more than a ritual 
formality It has to embrace wider masses 
and It has to grow into a genuine expression 
of sincere self criticism for its abject failure 
during the tragedy that followed the late 
Prime Minister’s assassination Then, 
earnest steps should also be taken tor con 
certed intervention m Punjab itself by all 
I eft forces like the CPI, CPI(M) and those 
Naxalite and independent Maixist elements 
who would care to loin m it 

Czechoslovakia 

— -—^ 

The Ironfounder'a Lament 


A Correspondent writes 

THE 17th congress of the Czechoslovak CP 
from March 25 to 29 was followed m Prague 
not without interest yet more for what was 
not said or ‘lesolved than for what was 
Czechoslovak society as a whole—perhaps 
more than the economy—is m n'‘cd of 
renewal As far as the economy is concerned, 
most economists, especially the theorcti 
cians, agree on the necessity of tai teaching 
reforms But the very word ‘reform is 
banned from any discussion The reason is 
clear The present leadership is still the same 
that came to power because of the defeat of 
the ‘Prague spring back in 1968 Indeed, 
three at least of the top men belong to the 
small group that ‘invited’ the Soviets ‘to help 
defeat the counter revolution’ As one of the 
most tfflporunt programmes of 1968 had 
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been an economic reform—and it must be 
said that all the basic problems ot an out 
dated economy which the reform started to 
solve remained unsolved to this dav—this 
notion must not be mentioned publicly 

Premier Strougal spoke at the congress 
about the “new quality of economic 
growth ‘well thought out changes m the 
whole complex of planning and manage 
ment ’ and "a complicated process ot an 
overall perfecting not only of economic, but 
also of social relations including deeper 
democratic forms of participation of the 
working people in the management ot social 
processes ’ This vague rhetoric had, of 
course, to covei the fact that theie aie no 
‘complex’ plans at all 

In spite of the ritually continuous appeals 
to emulate the Soviet ‘example’ and ‘ex 
perience’ one had to follow the congress 
discussions very closely to hear some faint 
and faraway echoes of the Soviet congress 
The criticism Soviet comrades aimed at 
institutions and persons was not repeated m 
Prague— not because no such complaints 
could be made here, but because real 
criticism would have to be turned to those 
who installed the present state of things, th< 
leadership mentioned above 

The only contribution worth quoting is 
probably that of a ‘hero of socialist labour’ 
Kubes, an irontounder ot one of the major 
Prague engineering factories He told the 
other delegates “At the workplace, lack ol 
both raw and other materials continues to 
manifest itself more and more Vie have to 
face deeply mgrained stereotypes on all levels 
of management hianklv many superior 
managers are not willing to look tor ways 
of securing in an exatraordinarv manner 
continuous work for us, the workers And 
It IS out ol the question to speak about 
facilitating labour by mechanisation ’ “Our 
generation!’ Kubes continued (he is a man 
in his fifties) “that is used-with tew 
exceptions—to working environment being 
the same as it was 30 years ago takes all this 
as something that does not affect us as 
oppressively as the new shift’ that succeeds 
us They arc not willing to enter such an en 
vironment” After giving some examples of 
bureaucratic delays and workings in his 
factory, he continued “The number of 
workers in our factories continues to fall 
without being replaced sufficiently by new 
technology Our engineering and metallurgy 
trades cease to be attractive foi the young 
generation We are asking often why this is 
so’ Wherein lies the reason of the general 
dislike of factory labour’’ Wc believe the 
reason is too, in the decline of not only the 
social, but also the political standing of the 
working .lass We are convinced, therefore, 
that there is an urgent need for the political, 
social and state authorities to pay more 
a'seniion to the situation and prepaiation of 
the woiking class in solving its problems 
This IS not a question of prestige but it is 
solicited by the historic mission ot the 
working class” 
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No Cotton Policy Still 


THE story of cotton is one of unrelieved 
gloom—a telling illustration of the govern¬ 
ment’s utter inability to deal effectively with 
nature’s bounty. The scenario emerging in 
the wake of another record harvest—an 
estimated 107 lakh bales against the 1984-85 
record crop of 101.5 lakh bales—has brought 
into sharp focus the gross inadequacies in 
the marketing and administrative infra¬ 
structure as also the deficiencies in the policy 
framework. It is necessary to have a quick 
look at the cotton scene in order to be able 
to appreciate the various issues involved. 

The current season is eight months 
through and the supply of cotton remains 
over-abundant. Despite massive purchases 
by the Cotton Corporation of India and the 
state and co-operative marketing agencies, 
the current prices of cotton in respect of 
most varieties are quoted at or around the 
lowest levels not only for this season but also 
for many years. Thousands of cotton 
growers do not have an easy access to the 
regulated markets and are therefore obliged 
to market their produce at well below the 
official support prices. Collection centres are 
not properly equipped to hold large stocks 
of cotton without exposing the commodity 
to all kinds of risks. Facilities for ginning 
and pressing are proving grossly inadequate 
to cope with the substantially increased 
supply of kapas. 

The increase in mill consumption of 
cotton has continued to lag behind the in¬ 
crease in cotton production—not for lack of 
spinning and weaving capacity but due to 
slow offtake, domestic as well as export, of 
cloth and yarn. Cotton production in 
1984-85 and 1985-86 has far exceeded the 
Seventh Plan target of 95 lakh bales. But the 
government does not seem to have fully 
grasped the harsh reality of the altered situa¬ 
tion. There is no convincing indication that 
it has made up its mind on how to deal 
effectively with the serious demand-supply 
imbalance. The various measures taken so 
far have failed to impart stability to the 
market. Of course, one shudders to think of 
the likely decline in cotton prices if the CCI 
and the state co-operative agencies had not 
figured as major buyers. 

By April 25. the Cotton Corporation of 
India had procured kapas equivalent of 
13.84 lakh bales (170 kg each) of which as 
much as 10.84 lakh bales fell under the price 
support operation. Sales aggregated only 
5.56 lakh bales comprising 3.80 lakh bales 
in the domestic market and 1.76 lakh bales 
for export. Sales to the NTC mills at 2.40 
lakh bales constituted less than 22 per cent 
of the total purchases effected by these mills. 
This is rather surprising. Since the CCI has 
had to resort to price support operations on 
an unprecedented scale and had to purchase 
presumably under political pressure, con¬ 
siderable quantities of kapas of below fair 
average quality, it is burdened with huge 
unsold stocks involving formidable cost. The 
least the government should have done is to 


ensure that the NTC mills purchased the 
bulk of their cotton requirements from the 
state-owned CCI. 

The Maharashtra State Co-operative 
Cotton Growers’ Federation has procured a 
little over 27 lakh bales of cotton and it is 
likely to acquire another one lakh bales in 
due course. One has to be very credulous 
indeed to believe that Maharashtra has 
achieved some miraculous breakthrough in 
production, lifting this season’s cotton out¬ 
put to 28 lakh bales. Unquestionably, very 
substantial quantities of kapas have been 
smuggled from the neighbouring states to 
avail of the high guaranteed prices of kapas 
fixed by the Maharashtra government. Total 
sales, including exports, effected by the 
federation out of the current season's crop 
arc placed around 7.5 lakh bales of which 
only about 2.50 lakh bales are reported to 
have been actually lifted by the mills. Export 
sales are mention^ around 19,000 bales only. 

On current reckoning, the Maharashtra 
Federation which is operating the cotton 
monopoly scheme is expected to incur a loss 
of about Rs 400 crore this season. It has 
been unable to make full payment of the 
guaranteed prices for the kapas it has pro¬ 
cured; arrears are said to total around Rs 95 
crore. It is hardly necessary to mention that 
the loss incurred by the Federation re¬ 
presents, by and large, the transfer of 
resources from the state exchequer to the 
cotton growers through high guaranteed 
prices. Political expediency alone can justify 
such a massive transfer of resources to one 
specific segment of the state’s economy. The 
position of the co-operative marketing agen¬ 
cies in Gujarat and Andhra Pradesh is also 
quite worrisome. 

Considerable concern has ben voiced 
within and outside Lok Sabha over the sharp 
decline in cotton prices and the inadequacy 
of price support operations, resulting in 
several varieties virtually going abegging at 
below the official support levels. Questions 
have also been raised about how best to deal 
with the 'crisis of plenty’ that has emerged 
as a result of the very modest increase in 
domestic demand in relation to the un¬ 
expectedly large increase in cotton produc¬ 
tion in 1984-85 and 1985-86. 

Going by the behaviour of prices in 
1984-85 as also in the current season, cotton 
growers have reason to feel sore Over the 
government’s failure to honour its commit¬ 
ment in the 'new textile policy’ (announced 
on June 5, 1985) in regard to “assured off¬ 
take of their produce at remunerative prices’’ 
and CCI’s “price stabilisation operations’’. 
The emerging cotton scene raises many basic 
issues which the govwnment as also the 
other interests concerned need to ponder 
over seriously. If the Seventh Plan target of 
95 lakh bales were to be taken as a sound 
assessment of the demand for cotton based 
on the aggr^tc yam/cloth requirements «s 
also the export potential of (he fibrfc the two 
bumper crops in quick succession have 


radically transformed the demand-supply 
balance which calls for an altogether new 
approach to dealing with the problem of 
excess supply. The policy package will not 
only have to aim at stimulating domestic 
consumption through increased production 
of yarn and cloth, export of raw cotton and 
creating a buffer stock to meet any eventuali¬ 
ty arising from a failure of the next cotton 
crop but some measures may also need to 
be taken to curtail the area under cotton 
production. 

Stimulating domestic consumption of 
cotton through increased production of yarn 
and cloth raises many ticklish issues. That 
the easy availability of cotton at the pre¬ 
vailing low prices should hot have led to any 
significant increase in yarn/cloth production 
is ominous. It could well be that the industry 
thinks that its interests are better served by 
maintaining production at a particular level 
rather than stepping up production and 
facing the risk of lower price realisation. As 
for exports, not many mills are adequately 
equipped to compete in international markets. 

The Union Ibxtile Minister Khurshed 
Alam Khan stated at the seminar on “export 
prospects for high unit value cotton fabrics 
to general currency areas’’ held in Bombay 
on April 26 that the government had, for the 
first lime, adopted a long-term export policy 
for cotton and cotton yarn—a minimum 
annual export of five lakh bales of cotton 
and 40,0(X) tonnes in the case of cotton yarn 
upto 40s counts. Certainly, a long-term 
export policy is necessary to instill con¬ 
fidence among the foreign buyers that India 
could be depended upon as a reliable sup¬ 
plier. But much would still depend on the 
conditions obtaining in the international 
markets. The export effort may need to be 
supported by assistance to>Aiake the Indian 
product competitive abroad. As against the 
export quota of 10 lakh-bales released for 
this season, exports effected till April 25 
amounted to no more than 2.40 lakh bales 
of which 1.50 lakh are accounted for by CCI. 
The private trade’s share is barely 44,000 
bales, followed by the Gujarat federation 
(23,381 bales), Maharashtra federation 
(19,000 bales) and AP federation (3,438 
bales). Export business is at present a losing 
proposition, overseas prices being lower by 
Rs 50 to KK) per bale. The point is often 
made that it is preferable to dispose of the 
surplus cotton abroad at a loss as carrying 
the cotton stock involves a much bigger 
burden. This is not all. The existing storage 
facilities are grossly inadequate in terms of 
safety and maintenance of quality. An early 
outbreak of monsoon could play havoc with 
cotton lying in the stockyards. 

Industry 


Tardy Growth 


ACCORDING to the latest available (Iguits 
front the Central Statisticai Oigaidsitloa. 
(CSOX die gKMrth rate of the htdek of In¬ 
dustrial pr^ttction for the nine-month 





(April to Dectmber) period of 19854dkas 
bera lower (han in the corresponding period 
of lStt4'85. Tlie average index for the period 
April to December 198S (base; 1970 • 100) 
works out to 202.9. This is 6.S per cent 
higher than the average index for the period 
April to December 1984. Thus the growth 
rate in industrial production for the nine- 
month period (Aprii-December 198S) is 
lower thM the growth of 7.2 per cent record¬ 
ed during the corresponding period of the 
previous year. 

Tirue, the index for the month of Decem¬ 
ber 1985 at 222.9 registered a handsome in¬ 
crease of 7.8 per cent over the index of 206.7 
for the month of December 1984. If the 
higher growth rate in the index of industrial 
production witnessed in December 1985 is 
maintained during the last quarter of 
1985-86, it is possible that the overall growth 
rate in industrial production during the year 
1985-86 may turn out to be around 7 per 
cent. However, the uptrend in index witnes¬ 
sed in December 1985 has to be viewed in 
the context of the low base of industrial out¬ 
put in the month of December 1984 on 
account of the unsettled conditions in 
the country following Indira Gandhi’s 
assassination. 

While the growth rate in industrial out¬ 
put in 1985-86 is expected to be higher than 
the growth rates of 5.4 per cent and 5.8 per 
cent recorded in the preceding two years, it 
would certainly be lower than the Seventh 
Plan target of 8 per cent per annum. 

Por the calendar year 1985, the average in¬ 
dex of industrial production works out to 
205 3 as compared to 193.0 for 1984. Thus 
the growth for the year 1985 works out to 
6.4 per cent as compared to 7.4 per cent for 
1984. 

Apparently, the varibus liberalisations in 
industrial policy announced by the govern¬ 
ment since the ^ginning of 1985 have failed 
to accelerate the pace of industrial growth 
in 1985-86. The government is said to be 
concerned with the slow pace of industrial 
growth and is making a study to determine 
the factors responsible for this situation. 

Of course, the latest Economic Survey has 
tried to explain that the situation is not as 
bad as it looks. It has stated that the cur¬ 
rent index with its 1970 base does not ade¬ 
quately reflect the changes in industrial 
structure that have taken place during the 
last IS years and that several new industries 
in areas such as chemicals, petrochemicals 
and electronics are not adequately represen¬ 
ted in the present series. It has, therefore, 
stressed the need for a revision in the official 
index. The survey also revealed that for a 
large number of items for which data were 
not forthcoming, the old produaion figures 
were repeated. 

To have a more realistic picture, the CSO 
dropped such items from the index from 
1983-84 onwards and redistributed the 
weights to other items in the sub-group and 
worked out revised growth rates. This exer¬ 
cise showed the growth rate in 1984-85 to be 
6.8 per cent against 5.8 per cent under the 
old weighting system. However, even after 
using the adjusted weights, fhe growth rate 
f(»r the period April to November 1985 


wOTks out to only 6.6 per cent. Hence there 
is no doubt that the tempo of industnal 
growth during 1985-86 has slackened. 

According to a recent reply given by 
M Arunachalam, Minister of State for 
Industrial Development, the growth rate in 
industrial output suffer^ a setback during 
Aprii-December 1985 due to deceleration in 
the rates of growth of electricity and mining 
sectors. The growth in power generation dur¬ 
ing this period was only about 8 per cent as 
compared to 12.7 per cent during the 
previous year. Similarly, the mining and 
quarrying sector which has a considerable 
weightage in the index registered a growth 
of only about 3 per cent during the current 
year against about 8 per cent last year. 

Figures available for individual industries 
for the period April to Oaober 1985 show 
that capital goods industries like chemical 
and pharmaceutical machinery, sugar 
machinery, paper and pulp machinery, tex- 


1 WISH to make the following comments on 
Bharat Dogra's references to myself and my 
work in his article entitled ‘Communal 
Tensions and Left I orces’ April 5). 

"Robber Noblemen” was written in the 
early seventies and was based on field 
material collected in the mid and late sixties. 
In the early seventies it was not politically 
contentious to state what was a fact—the 
unity of Punjabi culture despite the success¬ 
ful institutional integration of the Sikhs into 
India. Honour, reputation, insult, etc, hap¬ 
pened to be values stressed in the rural areas. 
His reference to them could have been more 
easily understood had he quoted them in the 
context of the entiie sentence, namely. 

The prevailing form of social co-operation 
and tne type of political solidarity bear no 
reference to caste and to rules ot purity and 
pollution but rather to the family unit and 
to the values pertaining to that unit 

The book is a study of the state political 
system at village, local and state levels. It is 
not, as Dogra asserts, a study of Punjab's 
distinctiveqess vis-a-vir the rest of India. 
This is a mischievous interpretation of 
malevolent political intent. Likewise others, 
not sharing Dogra’s views, have chosen to 
see in “Robber Noblemen" a support for 
Partap Singh Kairon and Congress party 
policy in the Punjab. 1 must make it clear, 
for ail those in search of clarity, whoever 
they may be, that the book is a typical 
product of British empiricism. However, the 
paragraph of Bharat Dogra’s article in which 
my name and my work are mentioned is 
irresponubly written, creating confusion and 
doubt. I welcome serious criticism but no 
amount of political labelling and scape¬ 
goating of the nature that has occurred here, 
will get a society and its structure out of its 


tile machinery, rubber machinery, mining 
machinery, etc, have registered negative 
growth. More disappointingly, most of these 
industries had registered negative growth in 
1984-85 also. Other industries which have 
registered negative growth during 1985-86 
are railway wagons, copper cathodes, tur/gas 
compressors, forged hwd tools, storage bat¬ 
teries, aluminium extruded products, sewing 
machines, diesel engines, agricultural trac¬ 
tors, cotton fabrics, jute textiles, radio 
receivers, vanaspati, saleable pig iron, 
penicillin, streptomycin, etc. 

Some of the vectors that did well are those 
which benefited from liberalisation of licen¬ 
sing and other controls. The industries which 
recorded significant growth rates arc motor 
cars, scooters, mopeds, motorcycles, cement 
machinery, heavy vehicles, synthetic deter¬ 
gents, etc. Notwithstanding the better per¬ 
formance of these industries, however, the 
overall growth of the industrial sector 
deceleiatcd. 


problems and difficulties. 

Jovt L PLt riGREW 

Belfast 


Gujarat Government and Drought 
Relief 


THREE-FOURTHS of Gujarat is facing a 
severe drought. Itvo crore people and 12 lakh 
cattle of 13,068 villages out of 18,556 villages 
and 65 cities are badly affected by the 
drought Crops worth Rs 967 crore have 
been damaged. It is going to be the worst 
calamity in the last 1)0 years and the spectre 
of the ‘Fifty-six Famine’ is sighted. 

Cattle are dying without fodder. Migra¬ 
tion of maldhans has started long back. The 
failure of monsoon in September last signal¬ 
led the advent of drought. But strangely no 
step was taken by the state government to 
save the people from the disaster. IVvelve 
years back also famine broke out in 
Saurashtra but no measures were taken to 
improve the situation. 

Is It not an irony when some persons talk 
of 21st century on the one hand while many 
others do not get water? 

Master plans are drawn up every day to 
solve the crisis, but only on paper. The 
recommendations of expert committees are 
kept in cold storage. The problem is never 
considered on an emergency basis and in¬ 
stead it IS politicised by some vested interests. 
This is followed by commercialisation of 
water, trampling all human values. 

The Indian Oil Company offered to 
supply water to Saurashtra through its 
Mathura Sayala petroleum pipeline but it 
was silenced. The Narmada project is the 
only solution for Saurashtra and Kutch. But 
the project is not in sight and it is likely to 
be completed in 20 years from now. Should 
people wait for 20 years? Is it impossible to 
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W the 300 Icm iiipdine fom Naniiada to 
Sgurashtra region on a war-footing basis, 
when thousands of kilometres of pipeline 
can be laid for petroleum gas? 

A demand was made to send a water train 
to Rajkot long back, but till now only plans 
are bring made. When a milk train could be 
flagged of by Prime Minister Rajiv Gandhi 
at Anand, was it difficult for him to flag of 
a water train to Rajkot? 

The people of Gujarat are dismayed and 
am unable to understand these developments. 

Epidemics of various diseases are now 
surfacing in Saurashtra and it is a pity that 
no preventive measures are being taken. 
Statistics of various relief works are men¬ 
tioned but you hardly find them imple¬ 
mented. At the same time it is disturbing to 
note that the workers recruited for relief 
work are either not paid or are underpaid. 

The state government should be held 
responsible for this grave situation. We urge 
the government to consider the situation as 
an emergency and it should come out of its 
petty politics in handling the situation. 
Long-term and short-term steps should be 
taken to solve the problem. 

We urge the people to exert pressure on 
the government for drought relief work and 
appeal to them to come forward to help the 
drought affected people. We demand 

— Declare Gujarat as a famine affected 
area. 

— Water should be supplied to all affected 
areas including the remote villages on 
equitable basis. 

— Spot out all water resources and old 
resources should be levived and a 
uniform water policy should be evolved. 

— Fodder must be supplied immediately. 

— Start water chowki immediately. 

— Water consuming industries must not be 
encouraged. 

— By scientific method sea water should be 
made drinkable. 

— Narmada projea and other projects must 
be completed on war-fotting basis. 

— Voluntary organisations should be 
allowed to wrok without official and 
bureaucratic interference. 

— A people's committee from the state level 
to the local level should be given power 
to act as ‘watch dogs’ to check the cor¬ 
ruption and nepotism in relief work. 

UMASHANKER JOSHI, YASHWANT 
SHUKLA, RACHUVIR CHOUDHURY, 
SURESH JOSHI, VASUDEV MEHTA, 
Prakash Shah, Vishnu Pandya, 
Kirit Bhatt, Nirubhai Desai, 
Ramesh Shah, M J Parikh, D N 
PATHAK, DlNESH SHUKLA, JAYANTI 
Patel, Pravin Seth, Hashmuk Patel 

AND DVVARIKANATH RATH. 

Ahmedabad 


Mao, Stalin, Trotaky and Philippines 

ACCORDING to the Advaita Vedanta, 
Salvation (moksha) consists in knowing your 
own self. Going by the reactions of some of 
your readers to what we write, we are most 
unlikely to get it, for they forever confuse 
us about our own self. Many years ago we 
were accused by two of your readers whom 
Subrata Sen (EPIV, April 12) would describe 


Gandhi’s man. T\vo buDMUCiats recently 
accused us of supporting China against 
Vietnam. Why? We do not know. )^o is 
going to ask any questions of former EA 
Ministry men? Now Subrata Sen has joined 
them in accusing us of bring Maoist and 
Stalinist both! Sen is perhaps right in calling 
us ‘confused’. What else does one expect 
after all? Anyway, our Salvation is in ruins! 

Sen is right on yet another score. He 
found that the main thrust of our First piece 
on the Philippines was that Marcos would 
keep his Presidency but it was doubtful if 
he would keep his country. Maybe it is our 
confusion, but we do think that this is 
precisely what has happened! He declared 
himself elected as President but he lost his 
country. The crucial fact is (and this we 
could not have known except after the event) 
that the Americans finally made up their 
mind to ditch Marcos. This does not mean 
that the people's anger against ‘the election 
that never was’ was not genuine. But there 
is no gainsaying the more important fact that 
the Americans decided to throw their weight 
behind Madame Aquino. It was not for no 
reason that the Marcos defence establish¬ 
ment moved to the side of Madame Aquino, 
making Marcos' exit a possibility. 

Many years ago we had seen a Marathi 
play in which the protagonist asks a question 
in utter dispair: Now, who is this Trotsky? 
Sen’s letter reminded us of that scene! Frank¬ 
ly one is tired of exchanging labels. Sen 
thinks that we are Stalinist and Maoist and, 
therefore, has to throw Leon Trotsky in our 
face. Events in the Philippines over the next 
few years would prove that Sen is doing grave 
injustice to his hero Trotsky in describing 
what has happened in the Philippines as a 
political revolution of the Trotskyist kind. 


Now for the insurgency bi the Philiiqtiaes. 
We do not know if we were euphoric about 
it. We would agree with Sen that one should 
not be Barrel of the Gun and all that is old 
hat. One should not confuse analogy with 
argument. Political power, etc, is only an 
arthaniaranyasa, to borrow a term from 
Indian poetics. Its point is that peaceful 
transition from capitalism to socialism is not 
possible and as far as we know Mao was not 
the only chap to have argued that. If Sen 
does not agree with that he is entitled to his 
view. We are not in the business of transi¬ 
tion, peaceful or otherwise. The Filipino 
guerillas are. We do not know if they are 
going to succeed either. Since for Sen 
Madame Aquino’s rise to power is a political 
revolution, may be it is of some importance 
to him that they do not. 

It is amazing that our erudite friend does 
not know who the people’s powerwallahs are 
or what the term means! One can only 
sympathise with him. Even since the JP call 
for a total revolution the theme of the 
‘people’ rising ‘spontaneously’ (naturally 
having nothing to do either with Marxism 
or with communist parties) has become 
quite popular. If Sen thinks that the cham¬ 
pions of such people’s power (in fact some 
of 'hem have quite fancy Sanskritic names) 
do not exist, we would not quarrel with him. 

One last word. The second piece on the 
Philippines, we thought, was eminently 
readable Sen thinks that it was laboured. 
Perhaps he does not like Bertie Wooster. Or 
is it the case that Wodchouse had said 
something inadvertently against TVotsky? 

GPD 
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CAPITAL VIEW 


From Cow-Shit to Bull-Shit 

Romesh Thapar 


THE Thrust’ into the twenty-first century 
IS beginning to look very much like a move¬ 
ment from cow-shit to buU-shit. Why is it 
bull-shit? Because our very young PM talks 
one language in private and quite smiething 
else in public. How else can one explain the 
antics of the baba-log playing government- 
government, dropping boulders here and 
there; creating disruptive misundentandings. 

First, we wen fed a diet of char^ and 
inuendos implying that the Opposition was 
working against the interests of the nation. 
Then, this same Opposition was asked to 
associate itself with the Centre's policy on 
Punjab, an association carefully institu- 
liondis^ by a meeting of the National Inte¬ 
gration Council. A few days later, the PM 
launched vicious attacks on R K Hegde and 
N T Rama Rao—while visiting the states 
they rule! 

This behaviour pattern, if not dismissed 
as stupid politicking, can only be described 
as a sampling of the PM’s delusions about 
being some kind of make-believe Emperor, 
In a dynastic succession, and with power 
concentrated as it is, this is a natural aber¬ 
ration. So much else also fits into the self- 
portrait. There are the personal interventions 
on any and every thing, and the presidential 
role in daily 'inaugurations’ and ‘presenta¬ 
tions', despite the cost ih elaborate security 
arrangements. 

The pattern is familiar. The totemic ruler 
IS kept ‘busy’ from minute to minute while 
the coterie that ‘has his ear’, so to say, 
proceeds to run the country on hunches, 
whims and instant thoughts. We are in the 
middle of this mess at the moment with 
destabilisation surfacing at widely separate 
points—yes, even the ‘private armies’ of the 
landlords in Bihar, we are told, are clashing 
with the Naxalites (the official term now 
applied to those who lead the battles of 
bonded labour in that criminalised region). 

At moments one wonders where aU this 
IS going to end, but then the news tells us 
of madder men wielding weapons that could 
destroy the world—the aged Reagan and his 
gun-toting colleagues. The terrorist god¬ 
father, Gaddafi, is sought to be destroyed 
by air raids. He will probably return re¬ 
inforced, more dangerous than ever. We are 
living with gugster leaderships, and we keep 
them in position with our suport—and our 
silence. 

1 would have thought that at this moment, 
when US bomber aircraft based on Britain 
have participated in a flagrantly illegal 
assault on a member of the non-aligned 
movement, we should have considered the 
possibility of de-linking from the mean¬ 
ingless Commonwealth to which we belong. 
Better still, an emergency meeting of the 
NAM Forei^ Ministers now in Delhi should 
have discussed the possibility of an oil 
embargo on the US and those who support 
their illegal actions. How will the non- 
al^ed ever beemne credible with verbose 
statements? We seem to be hooked on these 


inanities. 

Of course, I am sure there is a solid body 
of opinion which is supportive of pre¬ 
emptive strikes. If these sentiments were to 
gather momentum on our continent, our 
miliury hawks would be playing war-war 
games on our neighbours, particularly those 
who offer provocation their escalating 
ethnic battles. It doesn’t take long to alter 
the terms of refereiice in a world shot 
through with unresolved tensions. 

BuU-shit of many kinds is being used to 
persuade us that the national mood has been 
changed by a press that is being pressurised 
and manipulated by the business community 
incensed by the recent tax raids. How easily 
the amoral politicians, for ever interfering 
and abusing the governmental system, jump 
to the conclusion that business proprietors 
of newspapers can order a counter-attack of 
this kind. It may well be possible under 
certain circumstances, but the angers now 
surfacing are rooted in the breakdown we see 
around us. 

The coterie sees otherwise, and is not 
prepared to call off the attack on the 
independent media. At this moment, the 
newspapers are witnessing a huge turmoil. 
Proprietors are being persuaded to re-form 
their editorial teams. Naturally, those who 
want to mend their fences with government 
for various reasons are looking for the 
younger journalists who might have the 
necessary contacts, particularly with the 
ruling coterie of ‘doons and goons’. 

It will be most instructive to follow the 
permutations. Who will go where? Will the 
editor’s role be broken ^ a splintering of 
his authority? 1$ it possible to have in¬ 
dependence in one department and sub¬ 
servience in another? And what will be the 
reaction of the working journalists to these 
games of the proprietors who have no 
qualms whatsoever about a managed press? 

Pick up the newspapers these days, and 
they all look alike. Even the headlines do not 
vary. Small wonder, for something like 60-70 
per cent of the ‘news’ is hand-out material 
either received directly from the Press Infor¬ 
mation Bureau or through news agencies 


which have reduced themselves to distri¬ 
butors of official coverage. The rest is so- 
called ‘investigative’ journalism around 
some scandal and quite incapable of drawing 
a picture of the wider ramifications and 
inter-connections. We are sought to be 
titillated. Little else. The various elites don’t 
want to pn^ deeper. 

There is a globality about the bankruptcy 
of thought and commitment. We have been 
hosting a conference of some 100 foreign 
ministers of non-aligned nations, a prepara¬ 
tory step for the gathering later this year at 
Harare in Zimbabwe. While foreign com¬ 
mentators dismiss its discussions as ‘hot air’, 
it has not been possible for us to disagree. 
The familiar cliches of diplomacy clutter the 
papers being agreed upon. 

Basically, the trouble is that the non- 
aligned have no leadership despite the 
creative attempts of Akashvani and Door- 
darshan. Tbday’s situation is very different 
from the times which saw the founding of 
the movement. The two hostile blocs are now 
two hostile superpowers holding rather reluc¬ 
tant allies. If the non-aligned seek some kind 
of international impact they wilt have to do 
the hard work of preparing alternatives in 
a changed situation 

The challenges are many. First, their own 
regional tensions which hold them captive. 
Second, their mounting military spending 
when resources are scarce. Third, the urgent 
need to make the UN system work now that 
they command the majorities. Fourth, the 
corrective required for ethnic collisions, 
terrorism and poverty. And, fifth, action to 
protea the oceans from the exploitation of 
the powerful. 

Instead of wasting vast sums of money on 
elaborate conferences which no one takes 
seriously—no; not even among the non- 
aligned—we should be mobilising the ex¬ 
perience and brain power of the non-aligned 
world to siwteh the perspeaives before us at 
this aitical moment in human affairs. 
Nothing will move without this critical 
effort. What surprises is that the thought 
does not occur to the gullible who talk of 
ruling the majority of human kind. 

Bull-shit—well, you have it concentrated 
in the documents of the non-aligned move¬ 
ment. Even those who draft the documents 

now know what it is. ^ 

April 18. 
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STATISTICS 


Variation (Per Cent) 


Laden Numbers of Wboleaale Prices 


Latest 

Over 

Over 

Over 





(1970-71 » 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(12-4-86) 

Month 

Year 

29. 1986 

85-86** 

84-85 

83-84 

82-83 

All Commodities 

1000 

360.5 

0.2 

29 

0.4 

3.7 

7.0 

9.5 

2.6 

Primary Articles 

417 

3310 

0.1 

1.8 

0.6 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

321.1 

0.3 

7.3 

0.6 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

276.8 

-0.6 

-12 2 

0.7 

-10 5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

8S 

610.3 

0.2 

9.1 

0.2 

8.9 

2.6 

7.6 

7.5 

Manufacture t^oducts 

499 

342.8 

02 

2.1 

0.4 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1985 

84-85 

83-84 

82-83 

81-82 

For Industrial Workers I960 > 

: 100 

633j 

0.6 

82 

8.0 

64 

12.6 

7.8 

12.5 

For Urban Non-Manual Employees 1960 100 

579* 

03 

8.0 

72 

8.1 

10.3 

8.0 

11.9 

For Agricultural Labourers July 60 to 

552* 

-0.2 

5.7 

6.8 

0.2 

11.4 

5.2 

12.4 

June 61 

100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(11-4-86) 

Month 

Year 

28. 1986 

85-86* * 

84-85** 

83-84 

82-83 

Money Supply (M.) 

Rs Crore 

1,19,196 

2,229 

16,566 

2,047 

15,192 

16,058 

13,031 

10,115 




(1 9) 

(16.1) 

(18) 

(M 9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

60,073 

468 

9,315 

1,544 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

81,192 

1,564 

10.874 

646 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,740 

959 

749 

442 

299 

1,419 

-104 

-977 

Deposit of Schedule Commercial Banks 

Rs Crore 

85,509 

1,275 

13,385 

790 

12.475 

11,519 

8,550 

7,299 




(1 5) 

(18.6) 

(0 9) 

(17 3) 

(19.0) 

(16 4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,428 

931 

475 

414 

53 

1,319 

943 

911 







(0 8) 

(24 0) 

(20.7) 

(27.2) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 = 100) 
























In 

In 

In 

In 

In 




1985 

1984 

1985** 

1984** 

1983 

1982 

1981 

General Index 

100 00 

223 O'* 

205.3 

192.6 

6.6 

7.2 

4.5 

4.5 

9.3 

Bask Industnes 

32.28 

277.5'* 

253.9 

239.4 

6 1 

11.5 

5.5 

80 

14.5 

Capital Goods Industries 

1S2S 

228.8‘* 

220.9 

210 5 

4.9 

12 0 

4.3 

-0.9 

8.1 

Intermediate Goods Industries 

20.95 

193.7'* 

180.3 

162.5 

11.0 

1.4 

7.9 

1.9 

3.7 

Consumer Goods Industries 

31 52 

181 5'* 

163.5 

159 3 

2.6 

20 

0.4 

5.8 

8.2 

Durable Goods 

3.41 

240.4'* 

238.4 

199 6 

19 4 

18 6 

0 1 

3.6 

-0.1 

Non-Durable Goods 

28.11 

173.1'* 

152 9 

153 8 

-0.6 

-06 

05 

6.5 

9.3 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month * 










(Nov 85) 

1985-86* 

1984-85* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

Exports 

Rs Crore 

800 

6,819 

7,461 

11,396 

9,872 

8,908 

7,803 

6,711 






(15.4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

Imports 

Rs Crore 

1,541 

12,289 

10,799 

16,592 

15,763 

14,356 

13,671 

12,524 






(5 3) 

(9.8) 

(5.0) 

(9.2) 

(40.6) 

Balances of Trade 

Rs Crore 

-741 

- 5,470 

-3,338 

-5,196 

-5,891 

-5,448 

-5,868 

-5,813 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 
(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,591 

26,270 

23,547 

21,954 

18,646 

16,584 

(u at end of period) 





(11.6) 

(7.3) 

(17.7) 


(8.3) 

Number of Registrations 

Thoussuid 

520 

520 

580 

5.766, 

6,220 

6,655 

5,^ 

6,277 






(-7.3)' 

(-6 3) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

50 

63 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

505 






(- 8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1984-85** 

1983-84** 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Grots Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,736 

47,138 

49,633 

46,917 

Per Capita income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

m 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

-f -)■ Provisional data. 

Notes: (1) Superscript numer^ denotes month to which figure relates, e g. superscnpt' indicates that the figure is for January and so OB. 
(2) Figures in brackets denote percentage variation over previous penod. 




COMPANIES 


Japanese Technology for Tyres 


penditure at the end of the year amounted 
to Rs 22.14 crore 


Hansavivek 


DUNLOP INDIA has produced vastly im¬ 
proved results for 1985, although it had to 
Contend with an environment of continued 
surplus production capacity in most of its 
product lines. Better mariret and product 
mix, coupled with a tight control over ex¬ 
penditure helped the company to achieve 
these results. Sales increased from Rs 226.88 
crore to Rs 271.98 crore and, with margins 
doubled, gross profit leapt from Rs 7.71 
crore to Rs 18.55 crore. Although deprecia¬ 
tion claimed much more and there was also 
a modest tax liability against nil, net profit 
leapt from Rs 1.99 crore to Rs 8.84 crore. 
Dividend has been stepped up by 5 points 
to 15 per cent, which is covered 3.06 times 
by earnings as against a mere 1.02 times 
previously. 

The company introduced the 70 series low 
aspect ratio car radial tyres for Maruti. New 
patterns introduced for truck tyres met with 
encouraging response from customers. The 
company has been amongst the first to be 
approved as OE supplier to all the manufac¬ 

The Week's Companies 


turers of new generation vehicles including 
the Standard 2000. Export earnings were 
down on 1984, but the drop reflected tem¬ 
porary withdrawal from third party exports 
where uneconomic price cutting activities 
had developed. 

The company is continuing its planned 
programme of modernising existing facilities 
at both factories which would increase in¬ 
stalled tyre making capacity by 10 to IS per 
cent. The company has reached an agree¬ 
ment with Sumitomo Rubber Industries, 
Japan, which would give it access to the 
world renowned tyre design and production 
know-how of the highest international stan¬ 
dard. A new agreement was also signed with 
Dunlop, UK, for technology in aviation 
tyres. Besides, a technology agreement was 
signed with Mitsubishi Belting, japan, for 
power transmission belts. During the year, 
the company incurred capital expenditure of 
Rs 7.01 crore, which included plant moderni¬ 
sation and technological upgradation in 
selected areas. Commitments for capital ex- 


STANDARD MILLS has turned out im¬ 
proved results for 1985 with sales, profits as 
well as margins better than those of the 
previous year. Dividend has been stepped up 
from 12 per cent to 15 per cent and the 
enhanced distribution is covered 2.52 times 
by earnings as against 1.81 times previously. 

The directors state that demand for tex¬ 
tiles has started looking up after a long 
period of recession. On the export front too, 
the company achieved record exports of tex¬ 
tiles amounting to Rs 9.88 crore against 
Rs 5.13 crore. Exports are being further in¬ 
creased by introducing unconventional and 
high priced fabrics and fashion garments in 
overseas markets. Meanwhile, the company 
has started consolidation of the massive 
modernisation and replacement programmes 
launched in the past few years. It has now 
104 Sulzer looms installed at its three units 
and all the necessary modern preparatory 
machines. 

Production and sales of caustic soda in 
the chemicals division were lower owing to 
keen competition from low priced imported 
caustic soda. Chlorine offtake was affected 
partly by the suspension of Operations of 
NOCIL's Thane plant and partly by the 
reduced sale of that plant’s PVC due to im¬ 
ported PVC being available at cheaper prices 
in the market. With the increase in custom 
duty on import of caustic soda to Rs 3,500 
per tonne, it is hoped that sales in the current 
year would improve. 

The cost of power has been increasing 
from the beginning of 1985. The directors 
say that increase in the power tariff to 102 
paise per unit from November last by MSEB 
has dealt a severe blow to the power inten¬ 
sive caustic soda industry. 1,1,1, trich- 
loroethane (Chlorosol) plant went into com¬ 
mercial production in November 1985 and 
the product has been well received. The com¬ 
pany’s application for manufacture of iron 
powder has been turned down by the govern¬ 
ment due to capacity constraints and re¬ 
presentations have been made in this regard. 
Studies based on BARG process for the 
manufacture of sulphur hexafluoride have 
been completed and the documents are 
under scrutiny for working out a proposal 
for a commercial plant. On careful assess- 
meni of the cement industry in the coun¬ 
try, the directors have decided not lib imple¬ 
ment the proposed cement project in Raipur 
district of MP. The letter of intent has been 
surrendered to the government. 

TRIBENI TISSUES has fared better during 
{985 when it produced, for the first time, 
14,365 tonnes against the licensed capacity 
of 13,500 tonnes. Sales were also higher at 
13,959 tonnes against previous year’s 13,366 
tonnes. Sales brought in Rs 34.86 crore 
against Rs 30.39 crore and yielded a gross 
profit of Rs 5.31 crore against Rs 4.68 crore. 


(Rs Lakh) 



Dunlop India 

Standard Mills 

iribeni Tissues 


latest Year 

La.si Year 

l.atest Year 

Last Year 

Latest Year 

Last Year 


31-12 85 

31-12-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

Paid-up Capital 

1969 

1969 

1106 

1106 

795 

795 

'Reserves 

5403 

4894 

7905 

2465 

626 

593 

Borrowings 

5530 

5094 

6312 

6600 

777 

817 

of which Term borrowings 

1965 

1966 

3686 

3285 

18 

39 

Cross fixed assets 

12948 

10408 

21730 

10116 

2571 

2442 

Net fixed assets 

6833 

7032 

11224 

6098 

1155 

1190 

Investments 

22 

26 

270 

269 

14 

14 

Current liabilities 

14198 

12350 

2077 

2023 

1019 

766 

Current assets 

20212 

17198 

5879 

5797 

2045 

1765 

Stocks 

7758 

7049 

2779 

2587 

1184 

1035 

Book debts 

4611 

5372 

2245 

2385 

537 

450 

Net .sales 

27198 

22688 

14006 

12536 

3486 

3039 

Other income 

599 

337 

771 

518 

17 

19 

Raw material costs 

17267 

14177 

4766 

4457 

1372 

1205 

Wages 

2998 

2760 

2003 

1752 

447 

383 

Interest 

783 

563 

992 

940 

140 

101 

Gross profit ( + )/Ioss ( ) 

1855 

771 

887 

620 

531 

468 

Depreciation provision 

899 

572 

439 

401 

167 

163 

Tax provision 

72 


30 


188 

168 

Net profit ( + )/loss (-) 

884 

199 

418 

219 

176 

137 

Investment allowance reserve 

193 

191 

300 

- 

19 

9 

Transfer to reserves 

Dividend 

399 

— 


98 

14 

— 

Amount P 

3 

5 



— 

— 

E 

287 

190 

166 

121 

143 

143 

Rate (per cent) P 

8&S.50 

8&5.50 

— 

— 

— 

• 

E 

15 

10 

15 

12 

18 

18 

Cover (limes) 

Ratios (per cent) 

3.06 

1.02 

2.52 

1.81 

1.23 

0.96 

Gross profit/sales 

6.82 

3.40 

6.33 

4.94 

15.23 

15.40 

Net profit/capital employed 

16.62 

4.14 

10.93 

6.13 

12.38 

9.87 

liivemories/salcs 

28.52 

31.07 

19.84 

20.63 

33.96 

34 06 

Whges/sales 

11.02 

12.16 

14.30 

13.97 

12.82 

12.60 
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Profit margins were a shade lower Net pro¬ 
fit unounted to Rs 176 crore (Rs 137 crote) 
The unchanged dividend of 18 per cent, 
which has slightly short earned last time, is 
now covered I 23 times by earnings 

The directors consider this performance 
as satisfactory in view of the adverse factors 
in the economy, viz, setback in the paper 
indusrty, phenomenal nse in basic raw 
materials like jute cuttings and sanna hemp 
and higher cost of other inputs The com 
pany has been able to establish Fesua, a 
substitute for jute cuttings for emergency 
purposes It has to laigely depend on the im¬ 
ported wood pulp unless the social forestry 
developes to cater to the needs of the paper 
industry 

The company has established new 
speciality grades such as MICR paper (sen 
sitised cheque paper) and automotive filter 
base paper, the demand for which will grow 
substantially The quality of insulating paper 
and xerox paper has improved, the latter 
almost to an international standard The new 
Chanman, N G Choudhury, believes that the 
new varieties of speciality grades which are 
in the process of further development would 
lead the company to greater heights of 
success from year to year 


In the Capital Market 


Magnelix (India) is establishing a Rs 7 66 
crore project for manufacture of 1,200 
tonnes per annum of hard ferrites at 
Bhubaneswar (Onssa) in technical collabora¬ 
tion with Krupp Widia of West Germany, 
one of the pioneers of the product It is a 
joint sector project promoted by Industrial 
Promotion and Investment Corporation of 
Orissa (IPICOL) with Onssa State Elec 
tronics Development Corporation (ELCO) 
in association with two technocrat entre 
preneurs, Biraja Misra and Prakash Shah 
Hard ferntes find applications in loud¬ 
speakers used in radios, two in one systems, 
TVs. in magnetos used in mopeds, scooters, 
motor cycles, auto rickshaws and in DC 
motors such as DC micro motors used for 
tape recorders, synchronous motors for in¬ 
dustrial applications, servo and stepper 
motors for computer and process control 
applications The company does not en¬ 
visage any difficulty in marketing its pro¬ 
ducts and expects to declare a dividend out 
of the second year’s profits The company 
proposes to come to the market with an issue 
of 13 10 lakh equity shares of Rs 10 each at 
par Out of this 5 lakh shares ate to be 
offered on preferential basis to NRIs The 
subscription list for NRIs will open on 
Nfry 3 and for resident Indians on May 14 
Investors will have the benefit of Section 
80 CC of I-T Act The manager to the issue 
IS ICICI 

Panhwanath Housing Finance Corpora¬ 
tion IS entenng the market on May 12 with 
a public issue of 12 lakh equity shares of 


Rs 10 each at par to raise finance for its 
business The mam objects of the company 
are to provide finance tor construction of 
houses, purchase of flats, apartments, 
buildings and to construct buildings apart 
ments, townships, etc 1 he company is pro 
moted by Navnitbhai C Patel (Chairman) 
who along with hts associates has established 
his reputation in the constru'iion field under 
the name ‘Parshwanath* The Parshwanath 
group has undertaken so far more than 110 
construction projects including prestigious 
commercial centres tenements, row houses. 


apartments, independent bungalows and 
industnal compims The company has 
decided to take up construction of over 600 
houses worth Rs 5 crore in the developing 
areas of Ahmedabad In the coming years, 
schemes for more than S,S0O houses worth 
Rs 35 crore will be implemented According 
to Patil, the company will be able to achieve 
a turnover of Rs 6 crore and earn a pre tax 
profit of Rs 60-63 lakh in the first year 
ending March 1987 and pay a dividend of 
IS per cent Manager to the issue is Punjab 
National Bank 


Lons 

OUTSTANDING BOOKS FROM K P BAGCHi 


Bhattacharji Sokumdn- Literature In the Vedic Age, 

Voll-Samhitas Vol II in press Rs 130 00 

Chattopadhyaya Debiprasad (ed ) -Taranathas History of 
Buddhism in India Translated from Tibetan by Lama 
Chimpa and Alaka Chattopadhyaya 150 00 

Chatterjee Partha-Bengal 19S0-1947 The Land Question 100 00 
Dutta Gupta S-Comintern India and the Colonial Question 
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Morsan L H- Ancient Society or Researches in the Lines 
of Human Progress from Savagery through Barbarism 
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FROM OUR CORRESPONDENTS 


KARNATAKA 

Many Faces of Drought 

Janaki Nair 


‘IF the sky foils, the earth will foil*, so goes 
an Andhra proverb. As early as April 198S 
the people of Karnataka anxiously scanned 
the skies, after three successive years of less 
than normal rainfall For peasants in whose 
consciousness memories of droughts serve 
as landmarks, the first active response to 
impending hardship has tradition^y been 
the rain-making rite, the propitiation of the 
rain gods, accompanied by pleas for at least 
the proverbial frog baths. In 1985, they 
were joined in their ceremonies by the state 
government itself, which feared the drying 
up of one of Bangalore^s three water sources 
and invited the local god-man, the Shiva- 
balayogi, to pray on the drying tsmk bed. By 
July it was becoming clear that such pleas 
had failed to move the heavens, and by 
August the state government had given 
empirical recognition to drought by announ¬ 
cing the deficit in the number of inches of 
rainfall, the size of the crop failure, and 
acknowledging that a novel crisis had 
appeared—the shortage of fodder. 

FODDER CRISIS 

Unlike the tidal wave, flood or «uthquake, 
drought is not a sudden, unannounced, 
natural disaster. For most of tho rural people 
of Karnataka, where less than 20 per cent 
of the sown area is irrigated (and there are 
at least 10 extremely varied agro-climatic 
zones), droughts are merely an extension, 
a deepening of familiar difficulties and 
anxieties. So, long before official recogni¬ 
tion of the problem, natural coping mecha¬ 
nisms had begun operating, and reports 
flowed in of migration, cattle being sold for 
a pittance, or worse, of dead cattle being 
eaten, a fact which ‘shocked’ many jour¬ 
nalistic consciences. Despite the long gesta¬ 
tion that this crisis has h^ the fodder crisis 
IS unprecedented, and entirely unprepared 
for. “We have seen drought, but this is 
the first time it has become so difficult 
to feed our cattl^’ said the villagers of 
Chikkanthapara, about SO kms from Bellary, 
The Special Deputy Commissioner of Bellary, 
Jamadhar admitted that “the foodgrain 
supply has not been affected yet, but fod¬ 
der has been affected“, and his survey of the 
area has shown that it is irrigated areas 
which most face a crisis. “The dryland 
farmers have their own private stocks of fod¬ 
der which will tide them over for a short 
while; but those in irrigated areas grow cash 
crops in the belief that they could buy 
anything with their money. Now, there is no 
fodder to buy!’ 

The Janata government’s response to this 
crisis has been interesting. At one level, 
attempts have been made to build iq> a fod¬ 


der stock, with plans to have a fodder bank 
in every taluk. Meanwhile; at Kunkuppe; the 
government sheep and cattle farm outside 
Bellary, 33 tonnes of fodder have been pro¬ 
cured from fanners, and are being distri¬ 
buted to tahsildars and cattle camps. Farmers 
have also been urged to grow fodder, especially 
the more nutritious African tall maize, with 
promises from the government to buy it back 
at attractive prices. “We have distributed 
seeds of African tall maize procured from 
the milk producers’ union around Bangalore, 
and hope to have 8,000 hectares under fod¬ 
der to meet this ensis’’, said P R Nayak, 
Additional Chief Secretary to the state 
government. 

At Kurikuppe, there is paddy straw, maize, 
fodder and hill grass. But accorAng to 
Bhupathi, the CPI MIA of Sandur, country 
cattle are unused to hill grass and have been 
refusing to eat it, resulting in some starva¬ 
tion deaths. To which the DC of Bellary 
replied, “Those reports of cattle dying refer 
to cattle from Andhra Pradesh, who have 
died of exhaustion (from the distance they 
have covered) and overeating, rather than 
from eating unsuitable fodder”. But several 
villagers also claim that their cattle are used 
to local fodders, and have been refusing ‘im¬ 
ported’ fodders. “Cattle too, like human 
beings, have their specifle tastes in fodderi’ 
they say. Nayak, however, discounts this as 
a problem. “In an operation of the scale we 
are attempting, such problems cannot be 
helped!’ 

The much more publicised response has 
been the starting of cattle camps, or 
goshalas. The Hegde government’s choice of 
such a course of action is marked by great 
ambiguity, and ranks with Rajiv Gandhi’s 
decision to clean the Ganga. Partly because 
it is a visible and relatively well-organised 
scheme, and partly because cattle protection 
has powerful symbolic connotations, the 
district functionaries have been very anxious 
that visiting journalists are shown these 
camps. At Majjur, 65 kms outside Hubli, we 
travel across miles of treeless, cropless land, 
or lands with crops withering on the stalk, 
the first physical evidence of drought which 
matches the popular image; to a cattle camp 
next to a large tank. The animals are stall 
fed, taken to the rank for a drink and are 
attended upon by a veterinarian, while 
several villagers take it in turns to work at 
the goshala. Of the 964 cattle which first 
came; only 780 are left, since some have been 
taken away, and twelve died. 

At Mundargi, there is a similar cattle 
camp, although the water source is more 
than a kilometre away. Well chalked-up lists 
of how many different kinds of cattle there 


are, the amount of fodder available and used 
are produced readily. “The cattle are iden¬ 
tified by their insurance numbers on brass 
which are punched into their ears. The 
United India Assurance has insured these 
cattle and the government pays the jnemiunC 
says Shivabasappa, the village accountant 
from Bannikuppa, who maintains the re¬ 
cords. 

The cattle are fed approximately S to 8 kgs 
a day and, given the infrastructiu^ expenses, 
the cost per head of cattle at these camps 
is nearly Rs 5. However, Nayak says, “The 
cost is between Re 1 and SO p a day”. S R 
Bommai, Revenue Minister, differs from this 
estimate: “We are spending about Rs 2 lidch 
per 1,000 cattle per month” (which works 
out to nearly Rs 7 per head of cattle per 
day). 

At Gadag, a cattle camp has been started 
at the site of a pinjrapole or goshida which 
was started in 18)3 to buy cattle intended for 
beef slaughter at a shghtly higher price and 
‘save’ them until their natural deaths later. 
But according to the veterinarian in charge, 
“Most of the cattle at camps ate dung cat¬ 
tle. People prefer to look after their really 
important draught and milch cattle on their 
own, whatever the difficulties!’ This is con¬ 
firmed by officials at all levels and even the 
Revenue Minister himself. Cattle insurance 
itself, ironically, is based on beef and hide 
values and ranges between Rs 200 and 
Rs 800. 

Modern-Day pinjrapoles 

It appears, then, that the government is 
extemUng the humanitarian work of wealthy 
Jain and Hindu owners of earlier day pin¬ 
jrapoles. And it is no surprise that the 
government’s appeal to voluntary agencies 
to run these camps has struck a chord 
among groups like the Vishwa Hindu 
Parishad. The Special DC at Dharwar ad¬ 
mits that “the Vishwa Hindu Parishad is the 
only agency to come forward for this work 
so far!’ 

But the idea seems to have appealed to the 
media as well and the camps have become 
the showpieces of the districts. When we in¬ 
sisted on discussing what' relief works had 
been organised for people in the dry taluks 
of Bellary, the special DC said “of course, 
that has bran our priority, but since the press 
is interested in this question, I spoke of the 
cattle camps”. IVvo helipads at the Mundargi 
camp were built at express speed to enable 
Union Agriculture Minister. Buta Singh, 
and Karnauka MP, Shankaranand to land 
simultaneously, in mid-January, and ap¬ 
preciate this novel government move. The 
visit never came off. 

Tb what extent was this crisis forseeable; 
given that the government was quite aware 
of what kind of crops have been grown and 
have been encoura^ by Centrally spon¬ 
sored programmes? In 1979-80 the area 
under cotton was 11.18 lakh hectares, but the 
Call in the price of cotton ha« reduced the 
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area by over 2 lakh hectares in 1983-84. 
Sunflower, propagated by the Agriculture 
Department, has jumped from a mere 20,043 
hectares to as much as 3.34 lakh hectares, 
obviously to replace cotton. Even the area 
under sugarcane has shown a steady in¬ 
crease, as has the area under coconut. For 
the same period there has been no substan¬ 
tial increase in area under foodgratns. 

“In the irrigated areas there has been no 
control of what crops are grownr said 
Gaikwad of the government farm at Kurri- 
kuppe. “People should be forbidden from 
growing so much cotton, they should be 
forced to grow foddeti’ This was a view 
echoed by the Special DC, and even by the 
Revenue Minister. “Wr are planning to con¬ 
trol crop production in the command areasT 
he said. But there already edsts a Karnataka 
Command Area Act of 1980 which obvious¬ 
ly cannot be implemented for fear of its 
political repercussions. 

At least partially, these are statements 
made of ignorance of the total pictuie. 
Government estimates put the proportion of 
irrigated area under foodgrains as high as 
83 per cent. The problem seems to be that 
a fodder crisis was never envisaged earlier. 
In many villages, farmos remarked that they 
had formerly thrown away fodder, or burnt 
it for fertiliser. Obviously, there has been 
fodder in caccss which has not been properly 
mobilised within the state itself, apart from 
the possibility of importing ^der from 
other states, as has just been done, and 
before more punitive measures are resorted 
to. 

Drinking Wailr and Food 
fHF WORST AVOIDt D 

If there has been inordinately greater at¬ 
tention paid to fodder, it has been partly 
because in two other crucial areas the Janata 
govenunent has escaped criticism. Since 
1983-84, the borewell programme of the 
goverrunent under Minister Nazir Sab, has 
provided drinking water to nearly all 
villages, llvo or three functioning borewelis 
are in evidence in each of the villages we 
visit. "The public health engineering depart¬ 
ment has said that drinking water is not a 
crying need at the momenC says Nayftk. But 
the levels are going down in borewelis, and 
by the end of May, many of them could dry 
up. Small towns appear to be worse affected; 
at Navalgund, a Muslim woman offers water 
which is muddy and cloudy: She has not 
filtered it for fear of losing even a little water 
in the process. At dusk, men and boys are 
seen cycling out to a tank 4 kms from the 
town from where they bring potflils of water 
on their carriers. 

The government’s subsidised rice scheme^ 
too, which was launched on November 1 last 
year, appean to have equipped the people 
to meet the crisis on the foodgrain front. 
According to government claims, 30,000 ton¬ 
nes of rice has been distributed per month 
to cover 30 lakh families, identifled as ear¬ 


ning below R» 3,300 annually, which itself 
is a very difficult task to determine. “But 
there are people who cannot afford to buy 
the allots 10 kgs at one time, and they are 
being refused any grain at all by the shop- 
owners!’ says Bhupathi. This was later con- 
flrmed by several imagers in different areas. 
Bommai points out that the subsidy is one 
reason for the stabilisation in fo^grain 
prices despite drought. 

Even with subsidised rice, the people’s 
capacity to buy has to be sustained in such 
a crisis through some relief works. “All our 
relief works are geared towards the creation 
of assets!' claims Bommai, adding that it is 
the flrst time any govenunent has been able 
to show in actual flgures how much has been 
done to generate employment. The state 
government, however, has in its memoran¬ 
dum to the Central government, threatened 
that it may have to “further slash Plan 
idlocations and in effect bring its deveiop- 
mental activities to a halt’’. 

At the Ujjini micro-water shed project, 
contour bunds are being built to retain soil 
moisture and prevent run off as part of the 
scarcity relief programme. However, the 
loose packed soil could hardly withstand a 
good rain. Elsewhere, a road is being im¬ 
proved with soil and stones and levelled 
down. Groups of three people^ mainly 
women, work at intervals along this stretch. 
But there is no evidence of a road roller, 
either tThechanical one or a handpulled one, 
to tamp down the soil, and the continued 
existence of a level road after some use by 
bullock carts or after a rain is doubtful. 

Migration 

Strangely, there is no official government 
assessment of how much migration hat 
taken piace and what increase that repments 
over the annual seasonal migration to ir¬ 
rigated areas, coffee estates, building sites 
on the fringes of cities, and sugar mills in 
Maharashtra. “Till now, only landless peo¬ 
ple used to go out to work, but this year, even 
those with land have been forced to seek 
work!’ said Siddamma of the Ujjini area. 
Estimates of migration in newspaper reports 
(6 lakh, according to one report) are neither 
conflrmed nor contested by the government. 
Hbt senior members of the Cabinet are will¬ 
ing to admit that Zilla Parishad and Mandal 
Panchayat elections will have to be delayed 
“since those Who have migrated will have to 
return to vot^’, a clear statement of govern¬ 
ment priorities. Also, a surprising contradic¬ 
tion which has appeared is that peasants 
have been rather reluctant to go very far 
from villages for relief work. “It is partly 
because we are paying Rs 8 a day for this 
work, which is not so attractive At the same 
time long range migration occurs because 
wages in coffee plantations and building 
sites ate very attiactiveT said M P Prakash, 
Minister of State of Agriculture; 

But the government plans to provide work 
for 8 lakh people through April, Mi^ and 


June, at the considerate sum of Rs 1 crore 
a day. Much of its effort, however, has gone 
into convincing the Central government of 
the severity of the drought, to get as much 
as Rs 271 crore as a grant and Rs 30 crore 
as ad hoc assistance. “The Planning Com¬ 
mission is recommending that a state which 
faces drought for more than four years be 
given a total grant’’ (rather than 30 per cent 
grant, 30 per cent loan). Rajiv Gandhi’s own 
recent ‘aerial survey’ of the state to assess 
drought claims, however, has yielded a few 
extremely superficial remarks (Karnataka 
appears to be greener from the air than 
Gujarat), some criticisms of relief program¬ 
mes, i e, that muster rolls were not in order 
(which the PM made out to be a Janata mis¬ 
demeanour white reports of similar lapses 
in Gujarat and Rajasthan have been conve¬ 
niently ignored) and a Rs 30 crore grant 
which has since been discovered to be includ¬ 
ed in the earlier allocations. There is no 
doubt, however, that Karnataka has pre¬ 
sented the most articulate plea for more 
relief, in keeping with the Janata party’s 
commitment to wresting more power from 
the Centre. 

The government has persistently, and 
somewhat deliberately, quoted the estimated 
shortfall in foodgrains as an indication of 
the severity of drought, from the normal 
83.32 lakh tonnes to a mere SO lakh tonnes 
from both kharif and rabi crops. No men¬ 
tion of non-foodgrain targets and shortfalls 
is made, despite the fact that cash crops have 
been favoured by all sections of the land 
owning peasantry (who grow chillies, cot¬ 
ton or sunflower, for example) and have 
definitely strengthened their purchasing 
power in some regions. 

Water Management 

The crucial issue appears to be the govern¬ 
ment’s approach to water management. 
White Kallappa who owns thirty acres of 
land is forced to dig pits for wage at the 
Ujjini watershed project, just across the 
road, barely a kilometre away is Chenna- 
basappa, a ’showpiece’ farmer, who has had 
instant success after boring a well two years 
ago on his 22 acre plot. But even such in¬ 
creased attention to water management miq' 
not solve the problem of the landless 
agricultural labour, who in some of the nor¬ 
thern districts account for nearly 30 per cent 
of the population. Their slim margins of 
subsistence cannot be buttressed by agri¬ 
cultural improvement alone. Drought is only 
a time when the devastating realities of the 
area are hmghtened. The state government 
has tended to locate this problem in the 
sphere of statistics, accompanied by specula¬ 
tion, on expenses and Central assistance. 
Chief Mini^ Ramakrishiu Hegde has per¬ 
sistently stressed that a ‘revolution in 
agrkulturef has to take place, mainly refer¬ 
ring to dryland development programmes, 
since only about 43 per cent of Karnataka 
can possibly be irriga^. This is a somewhat 
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romantic notion of strengthening the agri¬ 
cultural base of Indian society, ignoring the 
obvious hmits that even such developments 
come up against In any case, it is hardly 
flattering to the ‘agncultural revolution’ if 
It continues to drive agricultural labour to 
the fringes of towns or to the sugar mills, 
albeit in another state 
A far more important though 'creeping' 
crisis which is buildmg up is the shortage 
of fuel In the Sandur area, acre upon acre 
of supposed ‘reserve forests’ consist of 
nothing but scrub, unfit for either grazing 
or fuel, yet being ‘protected’ by the state 
at enormous expense Meanwhile, women 
trudge miles into the forests’ upper reaches, 

MAHARASHTRA 

Fighting 


CHIEF Minister Shanlurrao Chavan’s anti¬ 
drought policy statement, made on April 9 
after a tour of drought affected areas, has 
recognised in very minimal form one of the 
most radical demands of the left opposition 
in the state, the principle of 'eight months 
water Along with the usual promises to 
build dams and provide work and water, the 
Chief Minister talked of a long term drought 
strategy including changing crop and water 
use patterns and said that new canals would 
be constructed which would provide water 
only on an eight-month basis, i e, for 
seasonal food crops 

The ‘eight months water’ demand, as it 
has been made on both scientific and 
popular scale is based oathc principle that 
water is a public resource and should be 
under public control for fair and scientific 
distribution The demand is general all 
rngation project water should be given for 
seasonal food crops, farmers who want to 
grow water hungry perennial cash crops like 
sugafeane can do so by sinking their own 
wells with their own funds Clearly, Chavan 
has not admitted this much and has reco 
gnised the principle of fair water supply on 
only a minimal basi$ But even using the 
concept of ‘eight months water’ reflects the 
popular support the slogan has won in the 
last yeai, and is enough to strike some fear 
in the heart of the sugar lobby, the main 
target of the demand Once again the Con 
gress(l) has shown an ability to recognise the 
popular mood better than the majority of 
the opposition—and a new, insecure Chief 
Minister, already at odds with the sugar lobby, 
has seized the opportunity for some populist 
support 

The last year has sgen a major upsurge of 
rural struggles in Maharashtra, though not 
in very co-ordinated form Everywhere in the 
large drought-stricken aieas of the state 
small and huge demonstrations, rallies, con¬ 
ferences, marches, rasta rokos, satayagrahas 
and gheraos have been sponsored by every 


and return with meagre headloads of twigs 
and branches, barely a day’s supply Even 
a good monsoon will not reverse this trend, 
and It calls for long-term measures which 
extend far beyond the political term 

Clearly, m a state wheje 50 per cent of 
land has been declared drought-prone, 
serious measures to alleviate distress due 
to a lack of rainfall have to be taken 
Helplessness at such ‘natural’ disasters and 
pleas for relief cannot absolve governments 
of their ‘human* failings which have equal¬ 
ly contributed to the deepening crisis, and 
drought-proofing programmes must look 
beyond short term political gain 


Drought 


party and group ranging from the far left 
to local leaders of the Congressfl) For the 
most part these have made only reformist 
‘drought relief demands which appeal to 
immediate needs but do not strike at the 
hean of the problem—demands for the state 
to provide ‘water work and fodder or lor 
the completion of this oi that iirigation pro 
ject, or for the availability of this oi that 
dam’s water 

But a section of left and progressive forces 
have been raising radical demand relating to 
drought abolition, and these have been gain 
ing force in the last month Many proposals 
have been put forward on a scientific and 
administrative basis for some years by the 
Maharashtra Drought Relief and Eradica 
tion Committee, which is an organisation 
whose membership consists of political par 
ties and organisations and whose funds have 
been contributed bv trade unions The com 
mittee's chief spokesman, economist V M 
Dandekar, engineer and trade union leader 
Datta Deshmukh and engineer D R Deuskar 
have also been on various government com 
missions and they have made very detailed 
analyses on water distribution on the state 
wide level and localised irrigation projects 
Regarding ’eight months water’ they have 
shown that replacement of sugarcane, which 
uses 8 10 times as much water as other crops 
and thereby monopolises at least half the 
irrtgdtion project s water and reservation of 
this water for food crops could bv itself 
result in doubling the area covered even with 
existing irrigation schemes 

From 1985, after two years of buffeting 
by severe drought, these issues were taken to 
the masses of toiling peasants and labourers 
begmmng m southern Maharashtra, the heart 
of the powerful sugar mdustry Dandekar 
himself first vigorously attacked the sugar 
barons at a Congress(l) rural anti-drought 
meeting in Masur (Satara district) Then two 
anti-drought mass conferences, one at Vita 
(Khanapur taluka of Sangli district) by a 


local peasant labourer organisation, Mukti 
Sangarsh, and the other at Temburne 
(Sholapur district) by all the opposition 
parties, were organised in October 1985 
under the auspices of the Drought Relief and 
Eradication Committee These conferences 
included ‘eight months water’ and fair water 
distribution in their demands Following this 
a large number of district level conferences 
and meetings were held, and Dandekar and 
Deshmukh in particular have been speaking 
everywhere to the rural poor and rural 
intellectuals, in colleges public meetings and 
rural rallies 

By March 1986 this activity was clima¬ 
xing—an ‘adivasi jungle conference’ at 
Bhute in Dhule district raised demands to 
stop deforestation and for anti drought 
measures such as ‘eight months water’, a 
workers’ conference was held in Bombay to 
support drought abolition demands, and 
a state wide conference of Employment 
Guirantee Scheme workers in Sangamner 
(Ahmednagar district) oti April 6 also took 
up the issue 

The left organisations sponsoring this 
activity have been relatively few—the Lai 
Nishan Party of Datta Deshmukh has been 
active on the widest scale while smaller 
radical organisations have also been active, 
such as Mukti Sangarsh and Shramik Mukti 
Dal which were associated with the Vita and 
Bhute conferences, Krantikarak Sangarsh 
Samiti, which is also working in Sangli 
district, and Lokshahi Hakk Sanghatana of 
Bombav which published an English booklet 
on the issue of water, drought and sugarcane 
^^hlle the rest of the opposition has talked 
only of immediate relief measures, this sec 
tion of the left has been making a scientific 
analysis of why drought occurs and taking 
this analysis to the people Drought is not 
a result of natural’ causes such as less rain 
lall but of social causes—specifically 
destruction of environmental balance caused 
bs a prolit oiiented agricultural system, a 
mistaken crop pattci n a misuse of existing 
water resources and extensive deforestation- 
all linked to multinational capitalist 
exploitation 

While the majority of the opposition in 
eluding much ot the ‘traditional’ left has 
been unwilling to talk about such ‘ecologicid‘ 
issues in fact the common people under¬ 
stand them very well Poeple who see trees 
and wells diving up before their very eyes 
and experience ground water level sinking 
ycai by year in spue of monsoon rams can 
undcistand that something is fundamentally 
wrong, poor peasants who watch the water 
spilling out of pipes to rest in ditches and 
shallows on sugarcane fields while their own 
fields bake in the sun know that there is a 
misuse of existing water resources, women 
who have to search miles for firewood and 
become desperate for cooking fuel or 
peasants who see animals starve for lack of 
fodder can undei stand very well the impor¬ 
tance of ‘biomass’ And older people who 


CO 


769 



May 3, 1986 


remember the earlier 'natural* agrarian 
system—in tndim it is not so fat away or tong 
ago—of balanced forest-pasture-land-crop¬ 
land, use of natural fertiliser such as 
cowdung and green manure, the water 
available from bounteous rivers, can contrast 
it very well with the desertiflcation and the 
deforestation that has gone hand-in-hand 
with the much heralded 'green revolution’ 
trinity ot HYVs, chemical fertilisers and 
pesticides. Scientists and political leaders 
who have been in the habit of treating the 
'masses’ as ignorant are now beginning to 
realise that the ‘traditional peasant’ may 
have had some reason to resist the so-called 
'modern’ agricultural inputs, while the 
millions of those peasuits, men and women, 
now thrown into the ranks of landless, 
wandering migrant labour, have not forgot¬ 
ten so completely their earlier life. Some 
activists even of the People’s Science Move- 
nfent accused the Khanapur poor peasants 
of ‘romanticising’ when the peasants claim¬ 
ed that rivers were full and forests were 
plentiful when they were young—but the 
peasant’s view is being proved scientific, 
while the experience of anti-drought com- 
paigns shows that such peasants, labourers 
and workers can well understand anti- 
capitalist ecological science, it is this grow¬ 
ing popular understanding and the anger 
behind it that the Chief Minister has tried 
feebly to tap for the sake of new electoral 
base. 

Even the issue of dam evictees is taking 
on a new aspect. Evictees have been mobilis¬ 
ing on local levels for a long time to demand 
'rehabilitation' and there is now a state-wide 
united platform headed by Datta Oeshmukh 
and Baba Adhav, in other words, with the 
LNP and the Socialists mostly behind it. 
Almost all these organisations preface their 
work with the statement that. “We are not 
opposed to dams, dams must be built ’’. 
But it is clear the evictees are getting 
desperate with many years of experience of 
people left with nothing, no land, only 
money that vanishes and depreciates. Now 
they are saying more and more, “let the pro¬ 
ject be stopped, but we must have justice”. 
In Gadchiroli district there is a growing 
movement to stop the Bhogapatnam and 
Inchampalli dams, while in the Maha- 
rashtra-levei Dam Evictees Committee the 
demand is raised of “land for land”, and 
land not to be taken from uncultivated 
‘forest’ or 'grazing’ land (because in truth 
this IS no longer available) but from the ex¬ 
cess land of the big farmers. Thus, out of 
the ravages of capitalist development, a 
renewed land stiuggle is beginning, accom¬ 
panied by a mass scepticism about existing 
models of development. 

Now that the Chief Minister has begun 
to utter such words as ‘eight months water’, 
popular struggle on all these issues can be 
expected to grow. It remains to be seen what 
stand the various ‘opposition’ forces will 
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take. Parties like Janata and Congress(S), 
with their base among the rich and middle 
farmers, who are in turn dominated by the 
wealth and resources of sugarcane growers, 
will find the going difficult. Parties such as 
the CPI and CPI(M), with a more poorer pea¬ 
sant, agricultural labourer and dry area base, 
should find it easier to take a stand and ab¬ 
sorb an ecological perspective into their con¬ 
cept of 'class struggle’. It will be most in 
teresting to watch what happens with the 
Shetkari Sanghatana which claims to be an 
organisation for an autonomous ‘peasant 
movement’. Sharad Joshi has upto now 
resisted any idea that the peasantry is dif¬ 
ferentiated mto classes. (It is noteworthy that 
his main argument for this—a farmer with 
25 acres who has 5 sons will see his land 
divided until the third generation is prac¬ 
tically landless—leaves out half the rural 
population.) But the pressure of his small 
peasant following has forced him to leave 
the single issue of crop prices and cake up 
drought relief demonstrations, while the 
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issue of watet distribution will highlight the 
contradiction with the rich, cash-crop, 
irrigated farmers. Joshi has spoken of 
‘Bharat’ versus ‘India’, but the drought 
makes it clear that there is a ‘Bharat’ and 
an ‘India’ within the rural areas them¬ 
selves—‘India agriculture’ means the 
modern, profit-oriented commercial agri¬ 
culture which revolves round the green 
revolution of HYVs, chemical fertilisers and 
pesticides and throws the entire production 
system of peasants at the mercy of markets 
and multinationals, while ‘Bharatiya’ agri¬ 
culture represents an environmentally 
balanced, planned and need-oriented system 
which once existed and can be rebuilt on a 
modern scientific basis. This is the challenge 
posed by scientists and engineers like 
Oandekar, Deshmukh and Deuskar and by 
the growing popular movement. It will be 
interesting to see if Sharad Joshi will make 
a demand for fair water distribution, if he 
will stand on the side of ‘Bharat* or of 
‘India’. 


Low Notes 


THE expansion in money supply with public 
(M,) was markedly subdued in 1985-86 at 
8.1 per cent, the lowest since 1982-83. In 
absolute amounts, the expansion was 
Rs 3,222 croie as compared with a much 
larger increase of Rs 6,583 crore (19.9 per 
cent)in 1984-85. 

The deceleration showed up both in 
curienci’ and demand deposits. While 
currency expanded by Rs 2,447 crore (10.8 
per cent) demand deposits rose by Rs 1,114 
crore (6.8 per cent). An amount of as much 
as about Rs 1,200 crore, or 49 per cent of 
the total increase in currency, was added in 
the last two months of financial year. Time 
deposits of banks showed a sizeable rise of 
Rs 11,970 crore, or 19.2 per cent, in 1985-86. 
But this did not lead to any rapid expansion 
in M], the increase in which at Rs 15,192 
crore or 14.9 per cent during 1985-86 was 
also lower than the increase of Rs 16,058 
crore or 18.7 per cent in 1984-85 (Ihble 1). 

Bank credit to industry, trade and agri¬ 
culture recorded a growth of Rs 9,745 crore 
or 13.8 per cent as against higher increase 
of Rs 10,809 crore or 18.0 per cent in 
1984-85. Credit extended by commercial and 
co-operative banks increased by Rs 9,444 
crore, while Reserve Bank credit to the com¬ 
mercial sector in the form of investmems 
and loans to IDBI, NABARO, EXIM Bank, 
etc, rose by Rs 301 crore. The respective 
increases in 1984-85 were Rs 10,420 crore and 
Rs 389 crore. 

Net bank credit to government rose by 
Rs 9379 crore or 19.6 per cent mainly on 
account of a substantial jump in Reserve 
Bank credit to the Omtral government. A 
part ot this amount represented budgetary 


deficit taken over from the state governments 
by the Centre. Reserve Bank credit to govern¬ 
ment which conforms to the concept of 
deficit financing recommended by the 
Chakravarthy Committee was up by Rs 9,127 
crore which was almost three times the 
increase recorded in 1984-85. Here it is 
significant to point out that although RBI’s 
investments in dated securities and treasury 
bills went up by Rs 5,639 crore, it is the sharp 
decline of Rs 5,261 crore in deposits of 
government with the RBI, which brought 
about the enormous rise in Reserve Bank 
credit to the Union goveriiment. In 1984-85 
government’s indebtedness to the Reserve 
Bank showed a rise of Rs 7,808 crore while 
its balances with the Reserve Bank rose by 
Rs 5,173 crore resulting in a much smaller 
increase of Rs 3,148 crore in RBI credit to 
government. The budgetary deficit, as per 
the existing definition of variations in 
IVeasury bills and changes in government 
deposits, also showed a sharp increase of 
Rs 7,771 crore according to provisional 
figures, as against Rs 3,153 crore in 1984-85, 
the tdrminal year of the Sixth Plan (Ihble 2). 
It may be recalled that the Sixth Plan had 
envisaged total deficit financing of Rs 5,(XM 
crore at 1979-80 prices. But the actual deficit 
during the Hve years worked out to as much 
as Rs 9,884 crore at 1979-80 prices or 
Rs 13,132 crore at current prices. In this con¬ 
text the deficit corresponds to the concept 
of net RBI credit to government. 

Foreign exchange assets of the banking 
sector recorded a slower growth of 10 per 
cent or Rs 299 crore in 1985-86 as against 
a substantial rise of 89.8 per cent or Rs M19 
crore last year, despite the buoyancy it) CM 
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sCcretidB to PoKigit Currency (Non-lUsl 
(tent) Accounts and Non-Resident (External) 
Rupee Accounts The amount outstanding 
in these two accounts of Rs 4,990 crore as 
of December 1985 represented an increase 
of Rs 1,172 crore which was larger than the 
rise of Rs 949 crore in 1984 85 The slow 
ing down in the growth therefore reflected 
probably the adverse balance of trade post 
tion and repayment of loans to the Inter 
national Monetary Fund 

The operation of scheduled commercial 
banks revealed slackness in the mobilisation 
of bank deposits, slowing down in the 
expansion of bank credit and a fall in 
investments in government and other 
approved securities 

Addition to aggregate deposits of schedul 
ed commercial banks was at a lower rate ot 
17 3 pei cent in 1985 86 as against 19 2 per 
cent in the previous year However in 
absolute terms the rise ol Rs 12,47^ crore 
during the >ear was higher by Rs 826 crore 
than that in 1984 85 (he slow down was 
noticed in demand deposits which lose by 
7 2 per cent as against 24 9 per cent in 
1984 85 (Table 1) Growth in time deposits 
at 19 7 per cent in 1985 86 was higher than 
the 17 9 per cent in 1984 85 Decline of Rs 71 
crorc in fciod credit during the yeai con 
trasted with an increase ol Rs 1 643 crore last 
year As a result the expansion ol total bank 
credit declined to Rs 6 ^53 ciorc (13 4 per 
cent) in 1985 86 from Rs 7 659 cioic (18 5 
per cent) last year However bank credit to 
trade industry and agiiculiure etc espinded 
in absolute teim h\ Rs 6 b24 croie is against 
Rs 6 016 crorc last seir Both the isciagc 
aggregate credit deposit riiio ol 65 pei cent 
and non tood credit deposit wtiu ot 59 pei 


cent were the lowest recorded during the last 
five years Likewise the incremental ciedit 
deposit ratio as well as the incremental non 
lood credit deposit ratio stood lower at 53 
per cent during 1985-86 (fable 3) 

Banks’ investments in government and 
other approved securities displayed a low 
fsBir 2 Tisisiisi Trfmjs IN Bi DC i 


rate of accretion of Rs 2,434 crore or 8 7 per 
cent as against Rs 6,892 ciore or 32 4 per 
cent lat year The average investment deposit 
ratio stood at 36 per cent in 1985 86 as com 
pared with 39 per cent recorded last year 
the incremental investment deposit ratio at 
20 per cent was only about one third ot that 
in 1984 85 (Table 3) 
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Ghost Industrial Training Institute 

Mathew Kalatliil 


THE disclosures about tampering with 
marks of MO students in a medical college 
in Bombay have been shocking. A fraud of 
even greater magnitude is in the making 
in Sagbara taluka of Bharuch district in 
Gujarat. A Mini Industrial IVaining Institute 
in Sagbara is preparing to issue Industrial 
IVaining Certificates in four trades to 82 
trainees without imparting instruction to 
them for a single period. 

Most of the 82 trainees are tribal students. 
There are a few non-tribals, including six 
girls enrolled in Gujarati typing. The Mini 
ITl opened on 28-12-1985, enrolling trainees 
in four trades; (I) Gujarati typing, (2) arma¬ 
ture and motor-rewinding, (3) plumbing, and 
(4) radio-repairing. There are 32 trainees in 
Gujarati typing, 32 in armature and motor¬ 
rewinding, 7 in radio-repairing and II in 
plumbing. 

Incidentally, the Institute is housed on a 
plot of land belonging to a poor tribal who 
was promised a handsome compensation for 
the land when the Ihluka Panchayat took 
away his land without any authority or pro¬ 
cess of law prescribed for acquiring land for 
a public purpose. The tribal owner has not 
b^ paid any compensation even though he 
has approached various authorities. Mean¬ 
while, the Taluka Panchayat is collecting a 
nominal rent for the building from the 
Mini ITl. 

IVaining in the four trades is supposed to 
be imparted in four separate class rooms. 
But in the Mini ITl there is only one single 
hall, some 40 feet long and 20 feet wide. 
Fourteen empty cupboards serve as parti¬ 
tions, dividing the hall into four class rooms. 
In the typing class room there are eight 
chairs and eight ubles. In the other class 
rooms there are no chairs or even benches 
for the trainees. The trainees in Gujarati 
typing are divided into two shifts of 16 
trainees each. But to this date there are no 
typewriters for the trainees to learn typing 
on. The armature and motor-rewinding, 
radio-repairing and plumbing sections are 
no better off than the typing section as there 
are no machines or tools for learning the 
trades. 

The Mini ITI has a post of a principal, 
six posts of instructors, two for Gujarati 
typing, two for armature and motor-re- 
winding, one for plumbing and one for 
radio-repairing. There is a post of a clerk, 
a peon, a watchman and a store-keeper. The 
principal, the clerk, the peon and the 
watchman have been in attendance for some 
months. So too, one of the instructors for 
Gujarati typing. One of the two instructors 
fo^krmature and motor-rewinding joined 
duty on 5.4.1986. The trainees explain^ that 
no instructions were given to them in all 


these months. Even if all the instructors 
report to duty, it will not be possible to com¬ 
mence instruction as thoequipment has not 
reached the class-rooms. There is little hope 
of their doing so in the near futu.'e. Gujarati 
typing is supposed to be completed in six 
months of which three and a half months 
are already completed. Even though no 
tuitions of any kind are given in the Institute, 
tuition fees are levied from trainees who do 
not enjoy exemption from fees. The fees col¬ 
lected amount to Rs 15 per month per 
trainee. The Institute is rather particular 
about taking attendance of trainees both at 
10.00 am and at 1.00 pm. After marking the 
morning attendance the trainees are permit¬ 
ted to wander about in Sagbara and waste 
their time till the marking of attendance at 
1.00 pm after which they are allowed to 
return to their homes. 

There are no electric lights or fans in the 
Institute as there is no electric connection 
to the building. The trainees also complained 
that the State Transport authorities do not 
visit their Institution to issue bus passes to 
them as is done in the case of the Sagbara 
High School. The Mini ITI students have to 
travel to Rajpipla, some 75 km away, spend¬ 
ing a good deal of money to get bus passes. 

It is not clear what the principal, the two 


UNITED Nations. Ness York: As in previous 
years, the issue of Namibian independence 
figures prominently this year too in the 
forums of the world body. A working paper, 
prepared by the United Nation's Special 
Committee on Decolonisation, discusses the 
activities of foreign economic interests 
in Namibia, which are obstructing its 
independence. 

South Africa has ruled Namibia as a 
colony since 1915. The territory, a former 
German colony on the northwest border of 
South Africa, has been under Pretoria’s 
direct rule since the previous local admini¬ 
stration collapsed two years ago. 

The UN paper states that the territory's 
economy is "almost exclusively tailored to 
the needs of foreign capital”. Virtually the 
entire output of its primary sectors—mining, 
farming and fishing—which account for 
over two-thirds pf the gross domestic pro¬ 
duct, is exported. 

Close to 90 per cent of Namibia's imports 
comes from South Africa, the paper states, 
and a similar portion of its exports go to the 


instructors, one clerk and the watchman and 
peon are doing at the Institute to earn their 
salaries. The marking of attendance twice 
a day takes about 10 minutes. The clerk and 
the principal are understandably reluctant 
to give any information to any inquirers who 
have any questions regarding the Institute. 
An unsuspecting visitor gets an impression 
from the principal that the Mini ITl is a 
model institution and an undisguised bles¬ 
sing to the 82 students. He did not seem to 
think that all is not well with the Institute 
and that the trainees are being made to 
suffer a grave injustice. 

The tribal students are being paid a 
stipend of Rs 125 per month. The other BC 
students too receive a similar stipend. These 
and the salaries of the local staff amount 
to Rs 16,000 per month. Moreover, there is 
an office of the Deputy Director of Employ¬ 
ment and Training for the Baroda Region 
to supervise the functioning of the Mini ITI. 
The latter is under the Director of Employ¬ 
ment and Training, Gujarat State. They are 
all in the know of what is going on in the 
Mini ITl and are contributaries to the sad 
state of affairs there. 

The Mini ITI is only a symptom of a 
chronic disease. When officers who are 
responsible for inefficiency and ineptitude 
are promoted and not punished, one may ex¬ 
pect phenomena like ghost schools, ghost 
Mini ITls and ghost roads. The officers may 
be expected to exert themselves only when 
there is a government that works and citizens 
who are vigilant. 


colonial power. Mined commodities alone 
constitute about 85 per cent of the exports. 
The region, also known as South-West 
Africa, has rich deposits of uranium, 
diamonds, copper, lead and zinc. 

The foreign economic interests in the “ex¬ 
ploitation of Namibia's resources”, the docu¬ 
ment states, include some of the world's 
largest corporations and financial institu¬ 
tions. All corporations conduct their opera¬ 
tions, by means of licences issued by the col¬ 
onial South African regime. 

Much of the investment by transnational 
corporations is accounted for by four com¬ 
panies operating in the mining sector: Con¬ 
solidated Diamond Mines of South West 
Africa Ltd, a wholly-owned subsidiary of De 
Beers Consolidated Mines Ltd, Tiiumeb Cor¬ 
poration Ltd, Newmont Mining Corporation 
of the US and Rossing Uranium Ltd, in 
which Rio Tinto Zinc Corporation Ltd of 
the UK owns the majority equity capital. 
These four corporations produce and export 
95 per cent of the territory's mineralt, and 


UN AND NAMIBIA 

Concern without Action 

Ignatius Chithelen 
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hold appimimately 80 per cent of its mineral 
assets. 

Amongst the other companies, identified 
in the UN document, as having economic 
Interest in Namibia are Standard Oil Cor¬ 
poration, Texaco Inc and Mobil Oil Cor¬ 
poration of the US, Barclays Bank inter¬ 
national Ltd, British Petroleum Co and 
Consolidated Goldfields of the UK, Rio 
Algom Ltd and Hudson Bay Co of Canada, 
Dresdner Bank of the Federal Republic of 
Germany and the Shell Transport and 
IVading Co Ltd, a part of the Royal 
Dutch/Shell Group. 

The illegal South African administration, 
the working paper notes, has not required 
the companies to reinvest any part of their 
huge profits for development purposes. As 
much as three-fifths of Namibia’s GDP it 
repatriated abroad as company profits, 
interest payments and expatriate salary 
remittances. 

The UN document also points out the 
very large gap in the earning capacities of 
blacks and whites. In the urban economy, 
white per capita income is more than 20 
times that of blacks, and the income dis¬ 
parity in the rural areas is twice that of the 
urban areas. Moreover, the paper adds, if the 
disproportionate access of blacks and whites 
to public and social services is taken into 
account, the gap is much wider than the in¬ 
come disparities indicate. 

However, attempts to free the Namibian 
people through UN intervention continue to 


meet with obstacles. A resolution seeking 
mandatory economic sanctions to pressurise 
South Africa into complying with UN deci¬ 
sions, including granting independence to 
Namibia, was moved in the Security Council 
by India and five other countries. But it wa< 
vetoed, on November 15, 1985, by the US 
and UK, while France abstained from 
voting. 

The US <and South African) position is 
that some 30,000 Cuban troops must with¬ 
draw from Angola, which borders Namibia, 
before the UN plan for independence of 
Namibia can be implemented. The Marxist 
regime in Angola apparently needs Cuban 
protection against US and South African 
supported rebels led by Jonas Savimbi. UK 
contends that sanctions against South 
Africa—like an oil embargo and ban on 
bank loans—will only harden the Pretoria 
regime’s opposition to the UN plan. 

The UN plan, passed in 1978 with US 
support, calls for a UN peace keeping force 
to oversee a ceasefire in the region and to 
monitor a seven-month period that would 
culminate in free elections. 

The South-West African Peoples' Orga¬ 
nisation has been waging sporadic guerilla 
warfare, with the aim of liberating Namibia, 
for the past 18 years. The Angolan-based 
SWAPO is strongly supported by members 
of the Ovambi tribe, who account for over 
half the territory's 1.1 million population. 
There are 70,000 whites in Namibia. 


PERSPECTIVES 

Politics of Environment 

K S Dakshina Murthy 


ENVIRONMENT as a subject, environment 
as a concern and environment as a part of 
the socio-economic-political structure in the 
country seems to have taken off. In fact it 
has entered the structure in such a way that 
no intellectual, political or even academic 
discourse is complete without it. 

In concrete terms, while people who are 
aware arc aghast at the ecological degrada¬ 
tion taking place in the country, and have 
reacted to it, the state for its part has evolv¬ 
ed its exploitative structure to carry on the 
degradation with all sophistication. Plain 
reactions against such a situation or even 
vociferous opposition ha'e thus been co¬ 
opted by the state in varying degrees. 

Accoiding to the well known ecologist 
Francis Sandbach the rise in public concern 
was accompanied in the West by the crea¬ 
tion of new government institutions, leading 
“to the containment of the issue through 
political and legislative changes’’ (1]. One 
may speculate here as to whether the increas¬ 
ing governmental interest in ecology in 
India, as seen for example in the ciMtion 
of the Department of Ecolo|y, is in part dic¬ 


tated by like considerations of containment 
and co-optation [2]. 

A very important reason for the ecological 
degradation with all its excuses is energy. 
Energy for cooking and energy to run in¬ 
dustries. Incidentally, over 50 per cent of fuel 
consumption in India is for such a survival 
activity as cooking [3] In developed coun¬ 
tries, cooking accounts for less than 10 per 
cent of the total national fuel consumption. 
The state should obviously recognise the im¬ 
portance of energy for cooking and for¬ 
mulate policies to facilitate easy access to 
fuel, which mainly means firewood supply. 
But that is not the case. 

The government's policies precisely see to 
it that firewood or related fuel is made 
scarce, or atlcast made inaccessible to the 
rural poor, as we shall see later. In fact, at 
the moment such policies have come to 
roost, with the result that environment and 
its relation to people at a very basic level has 
become an important question. 

A classic example is the eucalyptus con¬ 
troversy with spedal reference to Karnataka, 
as.it is here that both the government and 
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its eucalyptus opponents are firm about their 
respective stands, resulting in a plethora of 
information on the subject. 

Before going deeper into this controversy, 
it would be worthwhile to briefly examine 
the various policies and laws of the govern¬ 
ment, the core of which was formulated dur¬ 
ing India’s colonial period. Such an exa¬ 
mination could pave the way for a better 
understanding of the present situation. 

The first Forest Act of 1865 was based on 
the basic premise that the right of entry in¬ 
to forests should be restricted in the “na¬ 
tional interest’’ The succeeding Acts of 1878 
and 1935, and the national forest policies of 
1894, 1952 and now the impending Forest 
Bill of 1980 have relentlessly added various 
other regulations to this basic premise 
resulting in more and more restrictions on 
people’s rights over forests [4]. 

In fact the natioiud forest policy of 1952, 
the first after independence, was an exten¬ 
sion of the earlier British policies and Acts. 

It affirmed that the 1894 policy “constitutes 
the basis for the forest policy of India upto 
this day’’ and that its “fundamental con¬ 
cepts. .. still hold good” [5]. There is an ex¬ 
plicit assertion in the policy of state 
monopoly right at the expense of the forest 
communities. 

The commercial and anti-poor bias of the 
commission which formulated the policy 
was evident everywhere in the report [4], The 
1952 policy commission interpreted ‘national 
interest’ in a narrow sense. The destruction 
of forests for the construction of roads, 
building of irrigation and hydro-electnc pro¬ 
jects, ammunition factories and other pro¬ 
jects was jTistifted in the name of national 
interest whereas cultivation of lands shown 
as forest lands but without any actual tree 
cover was treated as encroachment. Adivasis 
living near forests were discouraged from 
using forests whenever possible: The govern¬ 
ment tried to obtain more and mote revenue 
from the forest. India’s technically skilled 
professional forest service thought mainly 
of increasing the revenue from the forest 
treating Adivasis as the enemies of the 
forests [4]. 

If, as mentioned earlier, firewood as fuel 
is used by the vast majority of the people, 
the source is the forests. It is also well known 
that the forests in the country are vanishing 
at a rapid pace. According to satellite date 
released in mid-1984 by the National Remote 
Sensing Agency (NRSA), India lost 1.3 
million hectares of forests every year between 
1972-75 and 1980-82. This is also eight times 
higher than the annual deforestation rate of 
0.15 million hectares as claimed ^ forest 
departments[6]. 

The combinatioiKof these two factors— 
the firewood shortage and vanishing 
forests—provides the government with the 
basis to come out with its response: the 
social forestry idea. According to the Forest 
Department’s claims, the ptogramme plans 
to productively use uncultivated marginal 
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agricultural and unforested land. It also aims 
to meet the fuel requirements of the poor 
who still depend on firewood. Also 1v in¬ 
creasing fodder supply it hopes to reduce 
overgrazing on pasture lands and thus check 
soil erosion. 

In fact the government has used the pro¬ 
gramme as a facade to further its policies. 
Karnataka is one state which has taken up 
this programme enthusiastically. Contrary 
to government claims, eucalyptus which is 
the most important tree promoted this 
programme is mainly used by polyflbre in 
dustries [4]. 

Why is the government so keen on pro 
moting its brand of social forestry and, in 
particular eucalyptus? The answer is not 
very difHcult to find. An FAO expert in 1959 
said with reference to India that "expanding 
economy on the eve of modern industrialisa 
tion requires the highest tonnage of produc¬ 
tion of organic raw materi^ within the 
shortest possible period, and at the lowest 
cost” [7]. Forest officials responded, and a 
changed strategy was evolved with emphasis 
on the production of ‘economically attrac¬ 
tive resources’ through large-scale plantation 
of quick-growing, high-yielding tree species, 
to replace ‘tnferior’ slow-growing ones. The 
National Commission of Agriculture (NCA) 
approved this. The forest dwellers themselves 
affected by the prescribed policy changes do 
not find mention anywhere [5]. It also goes 
well with the 1952 forest policy commission 
which said “each hectare of forest land 
should be in a position to yield a net income 
of many times more than is being obtained 
at present” [4] 

Naked commercial interests are at work 
in determining forest policy. Interests that 
go far beyond the borders of the country, 
in the form of the World Bank and USAID, 
for instance. The World Bank and the 
Overseas Development Administration 
(ODA) are assisting Karnataka to the extent 
of S 27 million [6l. 

In 1970, the United States Agency for In¬ 
ternationa Development (USAID) in a 
report to the Indian government had recom¬ 
mended that the country should make bet¬ 
ter use of Its “unique” tree species like teak 
and rosewood, and of the “valuable asset” 
of wood craftsmen “working for one of the 
lowest wages in the world”, to generate 
foreign exchange through the export of high 
quality furniture and, in addition, of paper. 
Thus it was felt that “it would be highly ad¬ 
vantageous for the Indian economy to re¬ 
place a significant percentage of the mixed 
tropical hardwood species with manmade 
forests of desirable species such as eucalyp¬ 
tus, tropical pine and teak” [5]. 

It ne^ not be stressed that such an ob¬ 
jective which blatantly plumps for profit 
maximisation is extremely short-sighted. The 
advocacy of monocultures could have disa¬ 
strous consequences like, for instance, the 
pink disease which wiped out an entire plan¬ 
tation of eucalyptus in the Western Ghats 
a few years back. 


Moreover, the practice of harvesting 
lumber for export will be welcomed only by 
those countries who can thereby safeguard 
their oivironment at the expense of ours [2]. 
In particular, no country in the world real¬ 
ly went for eucalyptus plantations as it was 
not a safe tree to play wth [8]. The Birla- 
owned Harihar Polyflbre compaiv which is 
one of the largest consumers of eucalyptus 
grown in Karnataka has become notorious 
for the pollution and the resulting havoc it 
has'eaused to the surrounding villages as a 
result of the technology used to process 
eucalyptus. 

The Karnataka government, on its part, 
has used various ruses to introduce eucalyp¬ 
tus through the backdoor, in the face of 
vociferous opposition to it. A state govern¬ 
ment notification has ordered the revenue 
department to hand over its lands, and the 
agriculture department to hand over the *C’ 
and ‘D’ lands including the pasture lands 
(gomals). All this, the Forest Department 
says, IS to implement the green belt pro¬ 
gramme, in other words, afforestation, 
which in turn means eucalyptus. What about 
the people cultivating these lands? They 
would be evicted, if the experience in 
Nelamangala, just outside Bangalore, is any 
indication [9]. A few months back nearly 125 
families were evicted here for the programme 

There is every indication that such a pro¬ 
cess is part ol the general policy followed 
by the Forest Department at the expense of 
the forest dwellers. At a national level, the 
rapid conversion of pasture lands into farms 
has robbed 40 million families pastoral lands 
of their resource base greatly impoverishing 
them in the process. Many millions have 
already become landless labourers [10] 

Another weapon in the hands of the 
government is the Wildlife Protection Act, 
used to perpetuate eucalyptus and other 
commercial trees. For instance, this Act was 
sought to be used against the Soliga tribals 
living in the Billirangana Hills bordering 
Mysore, who were in the process of being 
evicted from these forests where they have 
been living for thousands of years [11). The 
Forest Department accused them of de¬ 
forestation. Interestin^y, deforestation is not 
the only method the tribals adopt to survive, 
as “the non-wood forest produce has the 
capacity to provide employment for rural 
people m general and adivasis in particular”[4} 

However, the Bangalore-based Karnataka 
Civil Liberties Committee (KCLC) which in¬ 
vestigated into the problem conclusively pro¬ 
ved that the deforestation was due to the in¬ 
dustrialisation policy of the government, and 
the tribals were being made scapegoats [II]. 
According to the KCLC, laws like the 
Karnataka Wildlife Protection Act (1972) 
“are implemented not to preserve forests but 
as a means to obtain absolute monopoly to 
control and further their qses as industrial 
raw material even if it may be at the cost of 
the rights of the tribals to their land, life, 
culture, wealth or of the ecosystem itself’. 
The working plan of the Forest Department 


for 1973-2003 with regard to the BR Hills 
is revealing. A total of 38,844 acres are pro¬ 
posed to be brought under industrial plan¬ 
tation. The eviction plan has since been 
stayed. 

Another similar instance is that of the 
Nagarhole forest sanauary, where the forest- 
dwellers were evicted, and over a period of 
time rosewood has replaced traditional trees. 

The botanical aspect of the eucalyptus 
tree itself exposes government's intentions. 
This tree, for example, is not used for fod¬ 
der, as cattle cannot graze it. Still, the NCA 
has introduced social forestry as a means to 
generate fodder [12]. Eucalyptus plantations 
also need not be tended for precisely this 
reason Consequently, laige-scale conversion 
ot vast tracts of fertile food-growing land 
to these plantations has taken place since it 
suited the interests of absentee landlords and 
farmers who wanted to retain control over 
land without being dependent on labour. It 
IS logical that farm labourers who go jobless 
as a result would be forced to migrate to 
urban areas for a livelihood. 

Karnataka, at the moment is reeling under 
severe drought Obviously, this state which 
is an important piomoter of social forestry 
should have coped with the crisis But what 
IS happening? There is an unprecedented 
shortage of fodder. Newspaper reports from 
the countryside speak of distress sales of 
cattle—the buyers being slaughter-houses. 
Government officials have been running 
from one state to another desperately look¬ 
ing for fodder 

One important reason for the fodder crisis 
IS that common grazing lands have been 
gradually taken over by, the Forest Depart¬ 
ment to plant eucalyptus. Already, 60 per 
cent of dryland in Kolar district and 40 per 
cent in Bangalore district have come under 
eucalyptus plantations replacing traditional 
ragi-growing, in the process reducing the 
amount of even secondary fodder like 
straw[13]. 

These plantations, especially in dryland 
agriculture, dram the soil of its fertility and 
moisture, while farm forests help the soil to 
recuperate its fertility and conserve scarce 
moisture through the contnbution of humus. 
Eucalyptus plantations are thus ecological¬ 
ly incompatible with farm forestry, since 
they act as sinks and not sources of nutrients 
and moisture [5]. Though there are 600 
species of eucalyptus species in the world, 
the one used exclusively in India is the 
eucalyptus hybrid plantations of which are 
ecologically inappropriate for vulnerable 
dryland ecosystems where water is a limiting 
factor for biological productivity. 

But the government is caught up in its 
own contradictions. Its hands are tied by the 
contracts it has entered into for supply of 
eucalyptus. The latest one is the agreement 
with the Harihar Polyfibres. The govern¬ 
ment has earmarked 75,000 acres of thickly 
forested Malnad region of the Western Ghs^ 
for the purpose of providing eucalyptus to 
the company. This also goes against the 


774 



ECONOMIC AND POLITICAL WEEKLY 


May 3, 1986 


government’s own avowed policy of not 
planting eucalyptus in htgh>rainfall areas 

There have been spontaneous, but short- 
bved, protests in the state against the plan¬ 
ting of eucalyptus Fanners all over the state 
at vanous times have uprooted thousands of 
eucalyptus saplings Mainly led by the State 
Farmers* Association, it has not transformed 
into a sustained movement There have also 
been stray protests from the Dalit Sangharsh 
Samiti 

But there have been successful agitations 
against the government’s forest policy The 
Bedthi project was for instance stopped due 
to strong public protests The Appiko move 
ment, counterpart of the Himalayan Chipko 
movement, is a watershed in the history of 
the state’s protest movements It had a far 
reaching effect on the government’s attitude 
towards ecological degradation in the Uttara 
Kannada district of the state 

A united front of academicians, social 
workers voluntary organisations and 
faimcrs iricspcctive of their differing 
ideologies has been formed called the 
Mannu Rakshana Kooia (Save Soil Commit 
tee) That such an organisation has been 
formed is indeed welcome But that should 
not blind one to the structural limitations 
of such a group For instance, there are many 
voluntary organisations which are involved 
in projects funded directly or indirectly by 
the state government So ^e limitations are 
obvious However, at the level of gathering 
information, the limitations are not ap 
parent In the absence of a strong protest 
movement, the state does not feel threatened 
and, as mentioned earlier, may even be will¬ 
ing to play along as long as it really doesn’t 
threaten its interests 

Since the eucalyptus issue extends into 
various areas of the social structure, it is 
obvious that the opposition should also be 
multifaceted But one question crops up If, 
for example, the Appiko movement has been 
successful in making a certain factory stop 
Using wood from one place, does the factory 
close'* No, on the other hand, the industry 
will look out to other places for its raw 
materials So if the deforestation does not 
take place in a particular place, it does so 
in another For instance, paper companies 
in Karnataka, having destroyed all bamboo 
forests are now getting their raw materials 
from the last major forested frontier of 
India the Northeast [6] The Andhra 
Pradesh government has meanwhile set its 
sights on the forests of Andamans and 
Nicobar islands for a paper mill it wants to 
build in Kakinada How does one tackle 
this'* 

Maybe one should ponder over what 
Francis Sandbach meant when he said that 
"the reason for decay of ecology in the ^st 
was that ecdogists and environmentalists for 
all their vehement atucks on the business 
communities never linked their attack with 
a pohtical philosophy that threatened the 
stability of the existing economic and social 
order” [Ik 
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REVIEWS 


Myth of Legal Revolution 

Kannan SrinivaMn 

Judges and the Judicial Power: Essays in Honour of Justice V R Krishna 
Iyer edited by Rajeev Dhavan, R Sudarshan and Salman Khurshid; Sweet 
and Maxwell, London/L N Ttipathi. 


“RATHER than produce a book about the 
man" sa> the authors, “we have here a book 
about judges and the judicial power”. Apart 
from the general introduction, there is a 
section on the judicial power in different 
societies, related to a central conception of 
judicial ‘discretion’, and ‘judge-made law’. 
The other part of the book deals with the 
judicial process in India. 

Lord Denning says that the judge decides 
only on a matter of law. His decisions may 
have political consequences but he is not 
himself a part of politics. So it is in fact 
possible for him to be above the social and 
political process. So, the question is put, 
“who is to control the exercise of power?” 
The answer must be, ‘‘only the judges. Some¬ 
one must be trusted. Let it be the judges!’ 

So on the very second page of this book 
its central difficulty lies exposed: the book 
addresses itself to the question of which one 
of the institutions of our society is to be 
trusted. 

The next essay, by Rajeev Dhavan, asks; 
is the judiciary completely disembodied, or 
does it have some role in the world of power 
and politics? He observes correctly that 
much of the credibility of ‘democratic’ as op¬ 
posed to ‘authoritarian’ regimes rests on 
whether or not they have a judiciary which 
is ‘independoit’. This carries with it an essen¬ 
tial assumption that a brake on the will of 
the Executive or of the ‘people*, whose wUl 
is otherwise manifested in the society, is in¬ 
herently good: because of the separation of 
powers. 

Thereafter, alas! The discussion dete¬ 
riorates into incoherence. “All social forces 
have to be cognised and expressed. The man¬ 
ner of their cognition and constitution and 
the social acceptability and appeal of the 
way in which they are expressed is a com¬ 
plex. intertwined and composite mosaic 
which is ill-served by a dichotomous disag¬ 
gregation into ideology and material ele¬ 
ment!’ 

In his second essay, Rajeev Dhavan speaks 
of judicial accountability. Are judges com¬ 
pletely “logically accountable^’ to society— 
because their method of reasoning is distinc¬ 
tive, and provides a fuller explanation of 
what they do than other decision-makers? 

lb this he answers that “their judgment 
exists as an independent variable influenc¬ 
ed by a vast number of factors which do not 
emanate from the process of reasoning (of 
logical accountability) itself’. The answer is 
trite because of the preceding discussion. 
Much time is taken up with the question: it 
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the judge, when exercising discretion, wholly 
removed from society? Oi, can his exercise 
of choice be a specific application of one 
universally applicable principle that is 
chosen over another in a completely imper¬ 
sonal manner? But the very definition of 
those principles removes the judge from the 
area of impersonality. Indeed, his choice of 
any important principle makes it the specific 
choice of class forces at a certain time. 

What is the nature of ‘judicial discretion' 
in society today? Let us accept that the judge 
must exercise his discretion because the 
statute provides an insufficient explanation. 
Every possible exception to the rule is not 
indicated. So it becomes a decision on com¬ 
peting principles. Judicial ‘discretion’, so 
called, is here the choice between immediate 
sectional class interests as have been re¬ 
presented in Court, and in the very statute 
itself. And, thereafter, if the situation should 
arise between such sectional interests and 
long-term interests that will enable that 
society to survive. 

Why has, ‘judicial discretion* been so ex¬ 
aggerated by legal scholars? It is so in the 
West because it furnishes an ideological basis 
for the creative power of judges such as 
Denning, activist defenders of the ruling 
class. In India, ‘progressive’ judges need 
to make some claim of autonomy from a 
visibly stagnant and authoritarian society. 
They must assert that even though no revolu¬ 
tion takes places in India, it is taking place 
in the Supreme Court. 

David Pannick is concerned to refute any 
assertion that the judiciary cannot stray 
from its class position. Judges, according to 
that claim, adopt a broad conception of 
where lies the public interest. “It concerns, 
first, the interest of the State (including its 
moral welfare) and the preservation of law 
and order broadly interpreted; secondly, the 
protection of property right; and thirdly, the 
promotion of certain political views normal¬ 
ly associated with the Conservative Party” 
(JAG Griffiths, “Politics of the Judiciary”). 

To this Pannick replies: “Yet the vast ma¬ 
jority of law cases involve petty litigants who 
derive from the same social class (whether 
they are large corporations, insurance com¬ 
panies, squabbling neighbours or divorced 
spouses). Professor Griffiths’ analysis is 
defective in the rigid uniformity of judicial 
application it presents!’ 

But even if litigants are of the same class, 
that docs not surely vitiate this analysisl 
Even these cases are decided on principles 
that uphold the enduring basis of caintalism. 
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So, a matter of divorce-even as It eoncerns 
two people of the same class—it really about 
the social use of property which v^ll best 
serve the existing order. So too, the principles 
of law such as limited liability or the ques¬ 
tion of the inviolability of the corporate veil. 
A matter does not have to be of worker 
against industrialist for it to raise the ques¬ 
tion of how the property right can best be 
preserved under capitalism. 

Because Pannick assumes such a great 
area of individual choice, his advice to 
judges is that they be ’’willing to use that 
discretion to further human rights. It is the 
greatness of Justice Krishna Iyer that his 
opinions on the Supreme Court of India 
recognised and furthered this judicml role, 
describing on many occasions tte extra-legal 
factors which affected his exercise of discre¬ 
tion!’ 

But this is inadequate It depends ex¬ 
clusively on a certain definition of human 
rights. Chief Justice Subba Rao believed, 
and many people agreed with him, when he 
decided Golaknaih that property is a human 
rjght. Surely, Subha Rao was as much an ac¬ 
tivist, and as willing to use his discretion to 
further his conception of human rights as 
has been Krishna Iyer? 

Scarman, Ixird of Appeal, wonders in his 
contribution whether it is possible somehow 
to find an impersonal solution to every pro¬ 
blem so that It avoids class conflict: “|f what 
for centuries have been treated as issues for 
political controversy, can, by some alchemy, 
be converted into routine administrative 
decisions, subject to judicial review m the 
event of dispute or grievance, we shall have 
taken the sting out of the problem’’ As a 
result, he wishes to mediate. 

Lord Scarman sees a danger in universal 
adult suffrage, for it may,offend a cardinal 
principle protecting human rights: “the 
avoidance in society of absolute power 
vested in any one institution. The mischief 
is not In universal suffrage itself: but the 
power allowed by the Constitution to those 
who are elected!’ But this is not correct. The 
danger lies not merely in the power but in 
what causes it to be so exercised. Crown, 
Lords and Commons can jointly contribute 
to the grossest iniquity; such as an Immigra¬ 
tion Act. 

In,India, we have seen how the Consti¬ 
tuent Assembly, with the Tslengana agita¬ 
tion in mind, decided that there could be 
detention without trial even in peace time. 
And the Supreme Court upheld this view 
and went further, when it held, in the case 
of A K Oopalm, in 19J0, that no matter 
how great the inequity that a law sanction¬ 
ed, the law could not for that reason be 
struck down. 

And till today this consensus has persisted. 
So Parliament, Executive and Judiciary can 
so often connive if the social forces that tbqy 
represent are in agreement. Conversely, if 
these forces did not agree; then a class could 
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even exist wiiMn each institution itself. Such 
as Puliament, or the bureaucracy that com* 
prises the Ex^utive. Separation of powers 
does not inherently protect human rights. 
The defect lies in the lack of mobilisation- 
knowledge and courage—of the people 
themselves. 

The Process in India 

Upendra Baxi provides an insight into the 
political issue of such litigation. 'The Court 
rightly refuses to review tin SAL (Social Ac¬ 
tion Litigation) proceedings as adversarial 
in nature: it likes to foster such collabora¬ 
tion between the SAL and the State. All in 
all, SAL symbolises the politics of liberation. 
The new litigation does not disturb the pat¬ 
tern of institutional comity between the 
Supreme Court and the Supreme Executive 
. The Executive may refuse to bring into 
force laws duly enacted by Parliament; but 
the district bureaucrat must be brought to 
book for commission and omission.. Leave 
to politicians their opium (beams of the omni 
potence of their power and influence; but 
bit by bit prevent them from single-minded 
excesses of power. The respondents in the 
SAL matter are always political small fry: 
so the big ones may not complain!’ 

1 his IS a master strategy. All potential op¬ 
position is co-opted by making them feel 
they have done something useful. Baxi is 
revealing when he says that the Supreme 
Court’s expanding jurisdiction “typically 
consists in taking over the direction of the 
administration in particular areas from the 
executive". The various groups which now 
specialise in public interest litigation— 
“socio-iegal entrepreneurs", as Baxi calls 
them—have to assist the Court in devising 
specific solutions in each place where such 
a wrong has been committed. As officers of 
the Court, they replace officials of the State 
Lost in the specifics of each wrong and each 
workable solution, they lose sight of the 
general inequality. 

These ^entrepreneurs’ of the public interest 
gain from their authority as Commissioners 
of the Supreme Court considerable prestige 
in their own disciplines—journalism, law 
and the social sciences. It ^so diverts them 
from substantive issues. The economic 
policies of the government, the misoy of tex¬ 
tile workers or the organised massacre of 
Muslims and Dalits in Gujarat last year en¬ 
tirely escaped the attention of these guar¬ 
dians of public interest. 

George H Gadbois correctly observes that 
the Indian Constitution gives great theore¬ 
tical freedom to the judiciary. Article 19, for 
example, guarantees the citizen seven free¬ 
doms; but permits legislators to impose 
reasonable restrictions on these rights. 
Thereafter, “When judges must pass upon 
the reasonableness of restrictions, th^ 
cannot escape exocising their own discretion 
..." which involves subjective choice. In the 
exncise, of such discretion, the Supreme 


Court has been an important political 
ihstitution. 

The major conflicts, as Gadbois again 
correctly observes, between the judiciary and 
the executive in Golaknath, Bank Na¬ 
tionalisation, Privy Purses. Keshavanand 
Bharati and Minerva Mills were because the 
traditional political oppositi(xis—inadeciuatdy 
represented in Parliament—found its voice 
in the judiciary. However, Gadbois does not 
address himself to the question on how 
much of the economic legislation that the 
Supreme Court*has struck down has been 
drafted by government knowing that this will 
happen. Each welfare legislation that has 
some potential to strike against private 
interest—such as the Urban Land Ceilings 
Act of 1976, or the Maharuhtra Debt Relief 
Act of the same year—has conferred no 
benefit at all on the urban or the rural poor. 

It is not merely (he ‘power of legitimacy' 
that ‘protected’ the Courts during the 
Emei^ency. It was the decision in ADM 
Jabalpur vs Shivkant Shukla, estabilishing 
that no individual rights cscist during a state 
of Emergency, that protected the Supreme 
Court Else it would have been swept aside 
by the Executive Nor indeed have the 
Court’s “policy-making efforts in the area 
of present reforms .. accelerated social 
change". Even in Tihar Jail, to which the 
Court has paid detailed attention, it has 
made virtually no difference. 

Ramaswamy Sudarshan correctly criticises 
the political jurisprudence approach to the 
law which has made everything a matter of 
the “social philosophy of the judg^’. By this 
argument, every thing is a matter of judicial 
gut reaction. "So were a different type of 
judge to be appointed to the Court, the con¬ 
sequences for society by that fact alone 
would be different” 

The tradition approach’ is epitomised by 
J D M Derrett represented by an essay in this 
book. Sudarshan points out that much tradi¬ 
tion in India today was defined by the 
British in order to perpetuate their rule. The 
Rudolphs (BI and S H) visualise a “radical 
transformation of Indid where modernity 
and tradition infiltrate and inform each 
other". Here Sudaishan points out that they 
do not consider what economic and political 
circumstances have made the maintenance 
of such tradition possible. Nor how the 
structure or function of an institution can 
change radically, yet the institution itself re¬ 
main unchanged 

Sudarshan sees the judiciary m India as 
not standing above us, but as a part of the 
State apparatus. The legal process plays an 
important part in the definition and value 
of property. The new Constitution of in¬ 
dependent India “not surprisingly resulted 
in the retention of the form and the institu¬ 
tions of the colonial State'*. The limited op¬ 
portunities for growth in India made it 
essential that legislation should ‘\:heapen (he 


cost of labour through repression”. All such 
laws the Court upheld. 

He points out that, “legal institutions con¬ 
vey an elasticity which enables litigants to 
re-negotiate the functions of law ... access 
to the legal system itself permits the Legisla¬ 
ture to derive the electoral and similar gains 
of “progressive legislation”. This has permit¬ 
ted the government to make many laws 
knowing that they would be struck down, 
Cf will be modifi^ by the Supreme Court. 

A good example is Section 2S(o) of the 
Industries (Development and Regulation) 
Act. That ^tion lays down that the com¬ 
petent authority of the government may 
refuse an industrial unit permission to close 
down. In a ding-dong battle, the legislation 
has been struck down and re-amended in vir¬ 
tually the same form. As a result, business¬ 
men enjoy the privelege laid down in Ex- 
celware (1978) that the “right to carry on a 
business includes the right to close a busi¬ 
ness”. And the government has yet the public 
satisfaction of being ‘progressive’. 

There are two interesting observations in 
this essay. It is still the law in Republican 
India that the ‘persons interested’ and eligi¬ 
ble for compensation when land is acquired 
are still not the labourers. In the words of 
the Privy Council whose ruling still prevails, 
th^ are “no more interested in the land than 
a ploughman or the digger is interested in 
the land on which he works for wages. 
Nor are their earnings the earnings of the 
zamindar, who is interested!’ And the Land 
Acquisition Act of 1894 continues to set the 
standard for compensation in India. 

Yet after saying that ail this must be 
placed in an international context, Sudarshan 
nowhere says what is this context. And if 
mainstream nationalism had, as he claims, 
been indeed such an important threat to col¬ 
onialism, how is it to be explained that 
stagnation, and the growth of only marginal 
sectors, yet persist in independent India? 

There are no progressives. Against the 
backdrop of the Iblengana agitation there 
was virtual unanimity in the Constituent 
Assembly that ‘due process of law’ be re¬ 
jected. They chose ‘procedure established by 
law’ for Article 21. There was general con¬ 
sensus when the Supreme Court delivered 
Gopalan in 1950. A law was valid as long 
as it had a procedure. It did not have to meet 
the requirement of being fair and just. 
Gopalan became the key precedent in a 
structure of legal positivism. It was the 
government argument in the 1960s and 1970s 
when the great property cases came up 
before the Supreme Court. “The law is what 
the bare words say it is!’ Legal positivism 
was decisively challenged, not by so-called 
progressives, but in the name of the property 
holder. Gopalan was overruled for another 
property case. Bank Nationalisation, in 1971. 

But then the progressive judges have on¬ 
ly substituted utilitarianism for positivism 
in their defence of the 42nd Amendment 
Act. “The greatest good of the greatest 


777 



May 3, 1986 


ECONOMIC AND tj 



Chairman’s Speech 

at Thirty-first Annual General Meeting of State Bank of India 
held on 24th April, 1986 at Lucknow. 


hhnON CJhosh Chairman 


always brouqht to bear on the deliberations of the 
Board his nch exoenence of administration 
finance and banking 

Shn A B Tandon Vice President of our 
Lucknow Local Board passed away in May 1985 


In the middle of 1985 your Bank completed 
30 years of its existence in its new incarnation as the 
State Bank of India the successor to the Imperial 
Bank of India Your Bank has many achievements 
to Its credit The past alwa^ spells a charm over us 
but no institution can anord to rest on Its past 
laurels I et me therefore leave the past behind 
and set the scene by descnblix] to you the 
distinctive thrust areas for facing the challenges of 


Consolidate lor New Challenges 


[ adies and Gentlemen 

It gives me great pleasure to welcome you to the 
Thirty first Annual General Meeting of the State 
Bank of India 

The performance of the Bank has been 
appropriately brou^it out In the Annual Report 
before you What needs special mention is the 
increase in the paid up share capital of the Bank to 
Rs 50 irores and increase in the published 
reserves to Rs 477 crores working up to a total of 
Rs 527 irores This is the first time since the 
inception of the State Bank of India that the 
paid up capital of the Bank has been increased 

As in the previous year we have maintained the 
total dividend at Rs 25 per share for the ^r 1985 
consisting of an intenm dividend of Rs 12 per share 
and the Anal dividend of Rs 13 A pro rata 
dividend of Rs 4 73 per share has also been 
declared for the new shares issued duniig 1985 

Dunrig the year 1985 there were a lew changes 
in the Central Board and the 1 ocal Boards In 
lanuary 1985 Dr Kissen Kanungo and Shri 
Dharani Dhar Das joined the Central Board on 
their appointment as Presidents of Bhubaneswar 
and Guwahati Local Boards respectively Shn S M 
Kelkar Additional Secretary to the Government of 
India Ministry of Rnance Department of 
Fconomic Affairs (Banking Division) was 
nominated in the place of Shn V K Dar Sarvashn 
R N Koihe and A V Tumane were appointed as 
members of the Bombay Local Board and Dr T S 
Papnia was appointed as member of the Lucknow 
I ocal Board during the year I take this opportunity 
to welcome the new members on the Central 
Board and the I ocal Boards 

Shn D K Sharma member of our Patna Local 
Board vacated his seat on his election to the Bihar 
Legislature and Shri Dharani Dhar Das President 
of the Guwahati Local Board resigned his seat 
dunnq the year I take this opportunity of placing 
on record our high appreciation of the services 
rendered by Sarvashn VK Dar DK Sharma 
and Dharani Dhar Das 

The year also witnessed the sad demise of 
ShnVM Bhide who was Director on the Central 
Board Shn Bhide was a member of the Central 
Board from December 1970 to luly 1973 and also 
from February 1978 to May 1985 Shri Bhxle had 


the present and of the future with our feet firmly on 
the ground and drawing the lessons from the past 
This year has been one of reasonably good 
profits But lest it should generate any sense of 
complacency I would stnke a note of caution 
about the future trend of profitability Profitability 
conhnues to be under considerable strain and for 
the next few years the banking industry will have to 
grapple with a crunch in profitability 
As you know the banking system functions 
within a structure of administered rates of interest 
on deposits and advances the deposit rates linked 
with diverse matunty penods and advance rates 
with different categones of bonowcrs It is the 
weighted average of the advance rates which is of 
crucial relevance to us With the emphasis on credit 
to preferred sectors the mix of advances has been 
shifting in favour of borrowers who pay lower 
interest rates Also what is becoming increasingly a 
major source of concern is the decline in the 
effective average earnings on some of our high 
Interest group of advances The trend has been 
continuing for some bme 
Your Bank has a sizeable portfolio of virtually all 
traditional industrial groups and some of these are 
beset with problems connected with technological 
upgrading marketing constraints and managerial 
dencienries We cannot wish away their problems 
and are deeply involved with the fluctuating 
fortunes of these industnes many units of which 
have become sick The rehabilitation packages 
wherever they are proposed involve a substantial 
sacnfice in earnings and the burden of carrying 
these units will become heavier in the years to 
come 

It is hoped that the healthy but compulsive 
influence of the current liberalisation measures will 
force these units to come out of their sheltered 
atmosphere Increase their comprttiveness and 
the quality of their products The process of 
transition is going to be painful Each agency 
involved in this process has to pay a pnee The 
banking system has been paying the price in 
reduced earnings and larger loss provisions and 
the lower the earnings of the banking system the 
weaker its capablSty to make adequate provisions 
I strike a note of concern but certainly not a note 
of pessimism WIffi the industrial growth visualised 
in the Seventh Five Year Plan supported hv an 
appropriate mot of macro economic industrial and 
RWal polices the pace and pattern of ^owth wiB 


change Structural adjustments are already taking 
place with newer and more sophisticated industries 
coming up all over Let us hope that the banking 
system Is discriminating enough to bring on its 
books good qualliy assets and improve their 
earning ratio 

1 use the expression "discriminating ’ advisedly 
Let us not make light of the fact ffiat the sheltetM 
market atmosphere in which our fndustoal 
borrowers have flounshed lor a long time has 
dulled their judgement and their alertness As our 
economy is progressively opening up and as 
licensing and regubtorv provisions are being 
gradually relaxed the responsibility of the 
financing agencies is qualitatively charting We 
have to develop an informed understanding of the 
types if industnes we finance In partxiular we 
have to ennch and sharpen our skills for evaluation 
of the new sophisticated industries through ttv 
underpinning of technical markehng and costing 
inputs We nave to adapt our methodology of 
monitonng the changing environmeni and help 
develop a type of customer banker relationshtp 
that stokes a judicious balance between 
entrepreneurial drive and public responsibility of 
hnancial Institutions Let me assure you at this stage 
that your Bank is cognisant of its crucial role as the 
premier banking institution in the country and has 
already initiated several steps for adjusting itself to 
the new environmental fences We ate working 
towards developing a culture which ensures quality 
and Integnly of credit 

Our concern over the likely threat to the 
generation of adequate surplus from the 
commercial and industrial segments anscs from 
our deep sense of commitment to a progressive 
enlargement of our contribution to rural 
devetopment and the alleviation of mass poverty 
What we have done so far has been outlined In 
detail in the Annual Report Die number of 
beneftciaries assisted by the Bank under the 
poverty alleviation programme has gone up by 
about two million in the Sixth Five Year Plan It Is 
expected to go up tw another two million by the 
end of the Seventh Five Year Plan The order of 
funds provided by the banking system wi'h 
complementaiy subsidies from the budgetaiy 
resources is alki expected to increase by about 
Rs 4 000 crores The Seventh Plan has placed on 
us a heavy responsibility which we cannot shirk 
Die nation expects us to provide a deeper thrust in 
this area with increasing effectveness 

What IS a matter of concern—and will continue 
to be so in the coming years — is that the pace of 
lending in this area coming broadly under the 
umbrella of pnonty sector lending may weaken 
due to the conhnuing reduction In the av^bility of 
surplus from the commercial and industoal 
segments Cross subsidisation within the dven 
structure of administered rates Is reaching its wnits 
and this has to be squarely faced to ensure the 
essential soundness of the banking system 

The earmarldng of resources for this sector, 
given Its priority hu to be our major commitment 
in the years to come But it wiD certain^ not be an 
easy task for the banking system Given the 
competHlve attractiveness a toe different financial 
instruments the rate of deposit accretion may not 
be as buoyant as in the p^ Our lendings to the 
pnonty sectors are ahe^ at a hi^ level and 
additional lending would possibly get Umltad tothe 
incremental proportion of toe addllional dcporill 
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that the svstem can gather and more imporiantly 
to the extent of recycling of funds through 
recovenes of earlier loans 
The Older of recOvenes has to be at a much 
hi^erlewl^an in the earlier years but this cannot 
be considered independently of the rural credit 
dellverv system which I am taking to include the 
whi^ process of presaiKtion scrutiny follow up 
and recovery from millions of small borrowers A 
bank is only one of the many agencies involved in 
the poverty alleviation programmes and we have 
to be conscious of our responsibilities as weO as 
limitations Your Bank has taken several steps 
during the past few years to improve the quality of 
Its performance in this area There has been some 
improvement but there are obvious limitations on 
the part of any Bank to take all the supportive 
measures which are necessary to improve 

* JUur studies as also a number of others t>v 
reputed national institutions have clearly 
uriderlined the need for a rabonal choice of 
productive activities to be supported an appraisal 
of the viability of such activities in a small market 
area and the choice of beneficiaries coming within 
the reciuisite income limit All this cannot but take 
time However if we are to ensure fxroductive use 
of funds lent this process has to be gone throu^ in 
the interest of the beneficianes otherwise they will 
not find It easy to repay the loans in time We are 
happy that the Reserve Bank of India has set up a 
hl^ level standing committee to look into the 
entare institutional arrangements relating to the 
rural credit system so that a rational delivery 
system which ensures proper utilisation of such 
loans and their rcccwery can be evolved This 
could not have come sooner 

I hope what I have dwelt on will be seen m the 
correct perspective for the simple reason that we m 
the State rank of India can without being 
Immodest, claim to have pioneered several 
innovative schemes m the priority sector lending 
areas Indeed wherever required we have 
stretched our resources to the utmost In taking 
lending to the farthest reaches of the country tothe 
i^st difficult terrains and to the most 
^verty stricken tnbal areas Our size and 
lesources do qlve us the wherewithal to enable us 
to do so and we would contnue to do so This 
I feel does not need any reiteration or exhortation 
In the perspective of what I have said so far and 
our current perception of our role in the economy 
poised as It IS for rapid growth and structural 
adjustments we have clecided that for the next two 
years 1986 and 1987 we shall have consolidation 
as our basx: corporate policy Essentially our 
corporate obiecftve and policy of consotidabon aim 


Highlights 

State Bank of India in 1985 

Deposits and other Accounts 

(in crores) 
Rs 2)549 

Advaixes (Including Bills) 

Rs 15 710 

to Agriculture 

Rs 2 504 

to Small Industnes 

Rs 2 067 

to Small Business 

Rs 922 

under DIR Scheme 

Rs 144 

Net Profit 

Rs 72 

[ Number of Offices (including 

Overseas Offices) 

74/i 

Number of Employees 

201975 


at achieving exceltence in the basics of banking the 
management of the fundame Inis of profitability 
balance sheet strength llquiditv and quality of 
assets Our task of consolidation has been made 
somewhat easier by the very imaginative branch 
expansion policy which the Rt v rve Bank of Indi i 
has laid down 

I et me liasten to add that cnnsobdalion has no 
negative connotation about it It does not mean 
that we shall withdraw into a shell We have to be 
responsive to the environment of an economy 
which IS stnving to rom< out of its sheltered 
existence If we are to scac the needs of the 
economy which has to be m xiem and forward 
looking your Bank lamiot but be modem and 
forward looking vibrant and igili The Bank which 
IS committed to the growing lueds ol such an 
economy has to be founded on a solid bednxk of 
profitability and an imaginative programme for the 
development of human resources^ We have 
certainly to be more innovative but’ to be more 
innovative does not mean thil we have to lie less 
prudent as bankers 

As an integral part of our policy of consolidation 
we are implemenUng a senes of steps during the 
coming months with the pnmary objectve of 
making 1986 the Year of the C ustomer as the 
Finance Minister has put it What the Finance 
Minister has stressed bnngs h-inkmg to its basic' it 
IS the customer and the t ustomer alone whoever 
and wherever he may be whether a small 
depositor across the counter a poor beneficiary in 
the rural sector a small scale mdustnalist m the 
semi urbanireaoralargc corporsfeborrower has 
to be satisfactonly served with politeness under all 
circumsfatKes 

I talked of the need for improve d profitability in 
the bc^nning and reiterate here that the sque>e/t 
on profits will continue There can be marginal 
adjustments in the structure of administered rates 
but in the given context and the gwen environmc nt 
of the banking system in our country I see little 
prospect of the structure being dismantled Nor 
would I advocate such dismantling What we have 
to aim at is higher productivitv wtthm our system 
For It IS only through higher productivity that we 
can ennhnue to fulfil the role expected of us As 
often in life pnncipli>s are ncil difficult to define 
What c ounts is the jjerseverance in implementation 
and swiftness m action 

Hus IS not the occasion to burden you with the 
details of the senes of steps which your Bank is 
taking and is contemplating lo take to fulfil the 
current expectations of tne people and the 
Government Some perceptible improvements 
have already taken place in attending to the routint 
matters which more often that not are sources of 
justifiable imtation to vanous customer groups of 
the Bank These are receiving our sustained 
attention and we give you the pled^ that we would 
not slacken our efforts in this regard For the 
beneficianes In the rural sector particulariy to bring 
tanmble economK benefits to the pexirest sections 
of tne rural population we will continue with our 
efforts to evolve an effective and viable rural credit 
delivery system At the same time we would not 
lose sight of our responsibilitv to the customers in 
the corporate sector for the services they need from 
the financial market in the highly competitive 
mduslnal environment m which they function We 
have thought it our duly as the premier financial 
institution to gear ourselves to meet their demands 


for broadbased financial services through the 
medium of a separate merclianl banking 
subsidiary If h the intention of your Bank to set It 
up as soon as the formalities are completed 

As in the case of any instthihon the strength of 
the Bank is its people Our training system is of 
acknowledged excdlence but in the changing 
environmental context we cannot rest conterit 
only with the training in the basics of bankiixj in the 
restreted sense of the term Basics are imjxrrtant 
particularly in a bank which is called upon to 
handle different types of business ranging from 
wanting a few hundred rupee loan to a Inbal 
farmer to the syndication of a foreign currency loan 
of millions of dollars We are expanding and 
strengthening our training facilities in all furKbonal 
areas forpersonsat different levels of hierarchy and 
in crucial stages of thc*ir career We have also taken 
on hand the task of enlarging the scope and 
content of our framing piroqrammes as banking Is 
getting more and moie enmeshed with the 
dynamics of shifting environmental needs Clearly 
development of human resources has to be and is 
our foremost pnonty 

Also as a matter of high pnonty we arc laying 
particular emphasis on development and 
management of an information system 
appropnately designed through apiplxahon of 
technologxal inputs relevant to our context 
Banking is essenbcifiy information business the 
manner speed and form in which we gather 
assemble and disseminate information is crucial 
This will decide how we succeed In organising for 
the future In a world where the only ccxistant is the 
rapd rate of change we cannot ourselves fall 
behind We are fulw alive to this responahilify and 
arc doing the needful 

Our domesbe base strong sound and stable as It 
IS traces its roolk to 1806 In the international 
arena however we are relatively a new entrant 
and our expansKin took place mainly during the 
last 10 years Our growth may not have been 
spectacular but is certainly commendable We 
have 41 offices tn 27 countries We are learning to 
live in an economic and financial market place 
which IS procjressively getting integrated thanks to 
the breathtaking developments In the field of 
technology of mformatton and commuracatlon 
With our presence in the major international and 
financial market centres we are in a posrtKxi to 
respond to the gmwing sophisliCafion of the service 
requirements of our ^nts who are modemisinq 
their lines of business and seeing opportunities to 
enter new ones 

I have placed before you our current corKems as 
well as the emerging opportunities We are 
confident that, with constructive poHcy responses 
we are In a position to enhance and sustain our 
potential arid prospects lor productivity and 
growth What gives us confideixe is the sense of 
commitment of our people to this great inslilubon 
their espntde corps and their motivation Letusnot 
forget the persons who man the difficult posts 
spread over 7 432 offices In India, 41 abroad and, 
taking the Group as a whole 10 853 all over the 
country It is these men who are the foundation of 
our i^at Institution I am sure you shareholders 
will join me In paying deserving compfiments to all 
our people including those who are undertaking 
difficult jobs in difficult terrains in the remotest 
frontiers of our countty 




Thank you 
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miatber" amnM that the test ofe right Is thg 
test of a nuyority. Which, under the material 
conditions of India today, sigmfKs the test 
of the controlUng minority. By this, the most 
repressive law can be justified. 

And the expansion of the rights which 
Bank Nationalisation and Maneka Gandhi 
seemed to confer does not include the crucial 
individual liberties. In upholding the Na¬ 
tional Security Act, the Supreme Court re- 


THE history of the university press goes 
back over five centuries to the establishment 
of printing facilities at 0x1 ord University 
(14711) and Cambridge University (1521). 
Both presses were established under charter 
from the King and had the exclusive right 
to publish authorised Bibles, which con¬ 
stituted an important financial support. 
University presses in England developed 
as bastions of conservative education, pub¬ 
lishing limited amounts of educational mate¬ 
rial, in addition to religious and historical 
texts. It IS interesting that almanacs were the 
second most important revenue earners for 
the Cambridge University in the 17th and 
18th centuries. There were exceptions, of 
course. Isaac Newton’s “Philosophiae 
Naturaiis Principia Mathcmatica” (first 
publi.,hcd in London in 1687) was brought 
up-to-date, revised and published in 1713. 

Around the turn of this century the 
Cambridge University Press underwent a 
transfoimation, perhaps in keeping with the 
changing role of the university in creating 
and disseminating knowledge. It started 
publishing texts which laid the foundations 
of modern thought in philosophy, humani¬ 
ties and science. In 1903 it published “Piin- 
cipia Ethica” by G E Moore, “Elementary 
Geometry, Practical and Theoretical” by 
C Godfrey and A W Siddons and “Conduc¬ 
tion of Electricity Through Oases” by J J 
Thomson, in the following year was publish¬ 
ed “Radio-Activity” by E Rutherford and in 
1910 “Principia Mathematica” by Alfred 
North Whitehead and Bertrand Russell. 

Competition from across the Atlantic was 
perhaps one of the reasons for this transfor¬ 
mation By the 1920s, the American univer¬ 
sity presses were beginning to emerge as a 
force to reckon with. Among the earliest to 
emerge in the US were the presses of the 
Hopkin, Chicago and Cornell Universities. 
Today there are over a hundred university 
presses in that country, fifty of which are 
very active. A major difference between the 
American and the British university presses 
is as much a result of tradition as of role 
perception: the former do not maintain prin¬ 
ting facilities and concentrate mainly on the 
publishing function by using commercial 
printers most economically. Another dif¬ 
ference between the two is that the finan- 


•fftawd-notwitlutanding Maneka—that 
the law of detention and of national securi¬ 
ty in this country is still that of Gopaian. 
They went on to say that had the Mainten¬ 
ance of Internal Security Act not been 
repealed, it would still be good law. That 
Bench included Justices Bhagwati and D A 
Desai. In the journey from a positivist to an 
utilitarian Supreme Court, where lies any 
legal revolution? 


dal support for the British university presses 
comes mainly from sales since they are 
publishers of a variety of titles. In the US, 
the role of the university presses has been 
conceived as that of a scholarly publisher 
and since such publishing is necessarily 
unremunerative, it is heavily subsidised. It 
may be interesting to note at this point that 
university presses in India make money 
by printing examination forms and other 
academic documents. Their role in scholar¬ 
ly publication has been extremely limited, 
though the Calcutta University Press, the 
tirst university press to be established in 
1908, has published over 1,000 titles (most 
of them, however, text-books). 

While none of these larger issues of 
university publishing and finance are dealt 
with in this volume—since it is really a 
catalogue of the exhibition in the universi¬ 
ty library at Cambridge to mark four hun¬ 
dred years of continuous printing and 
publishing—the commentary, written im¬ 
aginatively, can be lead as an illustrated 
history told through key documents and 
publications. It also provides valuable 
reference material tor those interested in the 


history of printing and publisbing. for ex¬ 
ample; the contribution of John BasItervlOe 
and his punch-cutter John Handy in design¬ 
ing new type faces in the 17S0s is as fascina¬ 
ting as an account of the kind of equipment 
which the university press had in the 1630$. 
Ib quote from an agreement to sell the prin¬ 
ting house in Augustinian friary in 1632; “six 
printing presses, five copper plates, six 
bankers, seven great stones, one muller, thir¬ 
teen frames to set cases on, all the poles for 
drying of books... twelve candlesticks for 
the presses, two frames to put cases in. six 
and fifty pairs and a half of cases for 
letters made of metal and one case for 
wooden letters, five and twenty chases, 
twenty gallies...” (p 45). 

One also gets to know that the annual and 
seasonal appearance of separate publishers' 
catalogues has had a very short history, hav¬ 
ing made their appearance only in the late 
nineteenth century. The Cambridge Univer¬ 
sity Press started issuing an annual list an¬ 
nouncing new books from 1895 Some of the 
earliest catalogues, interestingly, were not 
popular because of the typefaces used. 

The book also throws light on the chang¬ 
ing lole of the univeisity To give an exam¬ 
ple: fiom 1603 until 1763, it was the univer¬ 
sity’s piacticc to mark national events and 
other appropiiate occasions in the life of the 
royal family with volumes of verse by its 
members. It addressed a collection to Oliver 
Cromwell in 1654 and the Rcstoiation was 
an opportunity for the univcisity to display 
its loyalty by publishing a collection dedi¬ 
cated to the Royalty 

Finally, it is quite amazing that the select 
bibliography lists over thirty books on the 
history of the Cambridge University Press 
and printing houses at Cambridge' With 
such a wealth of information who can fault 
ihe author for not telling us about the print 
runs of scholarly books or the element of 
subsidv for such publishing? 
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SPECIAL ARTICLES 


The Agrarian Question and Development 

of Capitalism in India 

Utsa Fatnaik 

This paper seeks to develop some of the important themes which Daniel Thorner initiated on the essential 
features of India’s agrarian structure and growth problems. What has been the precise nature of the ‘built-in 
depressor', the term coined by Thorner to denote the complex of agrarian relations which made it paying for 
landlords to live on extracting rent, usurious interest and trading profit out of an impoverished peasantry rather 
than go in for productivity-raising investment? What have been the circumstances under which the operation 
of the 'depressor' has ceased at least in certain cropping regimes in certain parts of the country and what have 
been the reasons for such cessation? In what ways has the development strategy followed under the Plans in the 
last three decades impinged upon and altered agrarian relations? And what is likely to be the reciprocal effects 
of the way agrarian relations have been affected upon the rate and structure of industrialisation? Finally, at the 
end of some quarter century of the growth of the capitalist tendency in rural areas, where are we today with respect 
to the so-called 'mode of production' controversy? 


AS one re-reads Darnel Thorner’s writings 
of the fifties and sixties today, one is struck 
by the remarkable insight they showed into 
the essential features of Inca’s agrarian 
structure and growth problems.' 1 think this 
was because Thorner had that rare combina¬ 
tion of a thorough knowledge of the theo¬ 
retical debates over the peasantry and the 
agrarian question, which raged in Eastern 
Europe and Russia from a century ago to 
the twenties, and an intensive knowledge of 
India’s economic evolution in the colonial 
period; a combination few academics can 
match to this day. 

In the mid-fifties lectures delivered in 
Delhi and collected together in ‘The 
Agrarian Prospect in India’, Thorner coined 
the term ‘the built-in depressor’ to denote 
that complex of agrarian relations, which 
made it paying for landlords to live on 
extracting lent, usurious interest and trading 
profit out of an impoverished peasantry, 
rather than go in for productivity-raising 
investment.^ In one way or another, the 
question of how exactly technical change 
and growth in agriculture is inhibited b>’ i.^e 
‘built-in depressor’ (and the related question 
of the conditions under which the ‘depres¬ 
sor’ ceases to operate) has been the focus of 
much academic writing since then. 

In the same book, Thorner suggested a 
thiee-fold classification of the rur^ popula¬ 
tion drawing a living from the land, into 
nuadoor, kisan and matik, Maliks he 
defined as those landed proprietors who 
derive their income by emi^oy^ tenants or 
labourers, the kisans as those cultivators who 
‘live primarily by their own toil on their own 
lands’, and the mazdoor as ‘those villagers 
who gain their livelihood primarily from 
working on other peoples’ land’. As he 
himself stated, “the key to the division is the 
amount of actual labour contributed to the 
production process and the share in the 
product. The extent to which income it 
raceived despite lack of participation in 
agricultural work may well be an index of 


the severity of the agrarian problem!’^ 

Although Thorner was not one for labels, 
it would be true to say that what he was 
putting forward was essentially a Marxist 
concept of social class, in the emphasis he 
placed on possession of land and the con¬ 
sequent relations of labour-hiring and land- 
renting generated between the proprietary 
maliks and landless mazdoors, with the 
kisans occupying the classically intermediate 
Chayanovian space between the twa^ What 
was missing was possibly a more detailed 
characterisation, within the broad groups 
delineated. Towards the last years of his life; 
Thorner’s perspective on the agrarian 
question in India appears to have altered 
inasmuch as he advocated the applicability 
of Chayanov’s category of ‘peasant economy 
in India*. Nevertheless, I think Thorner 
would have been glad to know that attempts 
have been made, since he formulated his 
three-class typology, to operationalise the 
concept of class, that is, capture it in an 
empirically applicable form in order to 
quantify class characteristics and eventually 
capture the structurid changes of rural 
society.* 

The insight which drew the greatest atten¬ 
tion. however, was put forward by Thorner 
after a series of Held visits to villages in 
1966-67, when in his own words, he saw 
“new forces at work’’, “a distinct emergence 
of a nation-wide class of capitalist pro¬ 
ducers’’. Particularly striking, for him, was 
what he described as a veriuble “gold-rush 
to the countryside” of gentlemen-farmers, 
often from the profession, attracted by the 
high profit-rate of capitalist agricultural pro¬ 
duction.* Incidentally, some researchers 
have subsequently argued on the basis of 
survey data that the proportion of such 
gentlemen-farmers entering agriculture from 
the professions was very small, e g, not mote 
than five per cent in Purtiab. The important 
thing, however, is that the very fact of the 
flow of non-agricultural funds into |»oduc- 


tive agricultural investment marked a 
qualitative shift in the agrarian cost-proHt 
conflguration. 

When the discussion on the nature and the 
extent of the capitalist tendency had 
developed by the mid-sevent.ss to a point 
where some participants were talking in 
terms of a “green revolution”, while others 
warned that the “green revolution” might 
turn red if its gains continued to be in¬ 
equitably distributed, Thorner retorted 
pithily that the colour of the revolution be 
saw was neither green nor red, but steel grey. 
India was industrialising, and the agrarian 
changes were a consequence ot this: again, 
a perfectly valid insight but one which per¬ 
haps required a much more detailed speci¬ 
fication and analysis of the character of 
India’s industrialisation strategy and its 
impact upon agrarian relations. The paths 
of transition to capitalist industrialisation 
are many after all, and a single unique path 
IS not pr^etermined by die initial conditions. 

I would like to develop today some of 
these important themes which Thorner 
initiated: what has been the precise nature 
of the ‘built-in depressor’; what have been 
the circumstances under which, and the 
reasons for the cessation of its operation at 
least in certain cropping regimes in certain 
parts of the country; in what ways has the 
development strategy followed under the 
Plans in the last three decades impinged 
upon and altered agrarian relations; and 
what is likely to be the reciprocal effects of 
the way that agrarian relations have been 
affected upon the rate and structure of 
industrialisation? At the end of some 
quarter century of the growth of the capita¬ 
list tendency in rural areas, where are we 
today with respect to the so-called 'mode of 
production’ controversey? These are some 
of the questions which require to be raised, 
even though we may not yet be in a posi¬ 
tion to provide tdl the answers in a satisfac¬ 
tory manner. 
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ECONOMIC AND POtlTICAl, WEEKIy 


The Rent Barrier 

It the study of history is any guide; the 
process of growth of agrarian capitalisni is 
seldom initiated by developments wthin the 
agrarian sector alone narrowly conceived; it 
appears to require also exogenous stimuli, 
of which the most important is the growth 
of the market. The 16th century Hidor 
enclosures, and later the much more wide¬ 
spread 18th century enclosures in Britain 
were stimulated by the expanding export 
demand for wool, and gowing internal 
demand for food respectively.^ The striking 
feature of the seven decades before in¬ 
dependence m India, for which data are 
available; is the lemarkable .stagnation of the 
domestic market for foodgrains, which made 
up 80 per cent of agricultural production. 
Fbodgrains output overall virtually remained 
constant and per capita production declined 
—as did availability in every region, even in 
the most dynamic area, Punjab.' Only ex¬ 
portable primary products, including an 
exported foodgrain like Wheat, registered a 
fair rate of expansion under the colonial 
government’s policies of promoting exports, 
as the commc^ity-equivalent of the transfer 
abroad of a part of the taxation revenues.* 
The stagnation of the domestic market for 
foodgrains was a logical consequence of the 
colomal government’s subserving of Indian 
interests to the requirements of Empire, to 
which end a specific set of domestic fiscal, 
monetary and trade policies were directed. 
Since every year a part of the taxation 
revenue was transferred abroad, in effect the 
government operated a surplus budget, with 
a consequent deflationary impact on the 
domestic economy^ sustained year after year. 
Because exports represented tax-financed 
transfer of tribute, they had little or no 
multiplier effects on the domestic economy, 
especially since exportable commeraal crops 
were not in addition to but largely sub¬ 
stituted for foodgrains in the absence of ade¬ 
quate cultivable land.*'' 

Given the very slow expansion of modern 
industry in an open colonial economy, the 
occupational distribution of the work-force 
at best remained static and at worst changed 
to a slight proportionate increase in the 
burden on the primary sector." The ab¬ 
solute numbers of people forced to draw a 
living from the land rose sharply, the land- 
man ratio declined, and an acutely under¬ 
employed surplus population was the result; 
which, as tenants, bid up the rents of land 
to hunger-rent levels, and as labourers, were 
forced to accept bare-subsistence wages and 
debt-bondage. The familiar pre-indepen¬ 
dence unholy trinity of the lan^ord-money- 
lender-trader (sometimes combining the 
three functional attributes in a single entity 
as in the IVimurti of Brahma-Vishnu- 
Maheshwara, and sometimes remaining 
separate entities) acquired a stranglehold 
over the peasantry. There emerged a for¬ 
midable barrier to productive investment 


along capitalist lines, constituted by the 
barrier of precapitalist ground rent to 
capitalist investment, 

Thorner’s ‘built-in-depressor’ operated in 
the following way. His maliks or non- 
cultivating proprietors concentrated some 70 
per cent of owned area in thdr hands thougn 
they made up hardly 10 to IS per cent of 
households. Such a landlord obtained on 
average about 50 per cent of the gross 
product as rent by leasing out to land-hungry 
tenants who bore all costs of cultivation. 
This rental income represented a ‘return’ to 
land monopoly per se, and had nothing to 
do with either any outlay of capital in the 
production process, or participation in 
labour. At the same time the landlords were 
virtually the only people living off the land, 
who had any liquid investible funds, which 
they put usually into trade and usury, and 
rarely, into agro-based industry. In older to 
switch to direct capitalist cultivation from 
leasing out and living as rentiers, such a 
landlord would have to invest money in 
agricultural production, money which 
already got him a return elsewhere, and also 
withdraw land from tenants, land which 
already, without any outlay, got him a return 
by way ol absolute ground rent. 

It follows that by inve.sting a given sum 
of money Rs M in direct culuvatlon of a unit 
of land it would not be enough if only the 
return Rs Pc at r. per cent, which that sum 
would have otherwise earned (in usury, etc) 
is obtained; a surplus-proflt over and above 
Rs Pc, equal at least to Rs R, the rent 
foregone on the-withdrawn unit of land, is 
required. The rate of profit Pc in direct 
capitalist cultivation must therefore, at least 
be Pc R -t- P. 100. This represents a very 
M 

high profit rate for pre-capitalist grouqd-rent 
R is Itself very laige, representing usually the 
entire surplus product that can be wrung 
from a unit of land by the unremitting 
labour of the petty tenant. 

Looked at another way, the constraint can 
be reformulated as follows: 

Pc > n -t- ru 

where Pc is the profit rate in direct cultiva¬ 
tion, rt the rental amount payable express¬ 
ed as a percentage of expen^tures m estiva¬ 
tion by the tenant, ri> the return to money- 
capital in the economy (to which the return 
to moneylending can be taken as the closest 
approximation in this case). The conkraint 
is that by undertaking investment at the 
same technical level as (that operated by) the 
petty tenant, the landlord can at most hope 
to get a return R/M n on his capital (but 
in fact usually less, for costs of supervising 
hired labour and paying the market wage- 
rate are likely to lower the surplus compared 
io what a sthall tenant underpaying family 
labour can obtain) but this sum Rs R the 
landlord has been getting anyway without 
any expenditure, and by virtue of his legal 
land title alone, as rent. For investing money 


in direct cultivation to make economic sense 
as compared to investing it elsewhae, 
therefore, the landlord must obtain not just 

ru but it least (n + ta) on his capital 
outlay, that is, achieve a discrete rise in the 
.urplus per unit of area. This is impossible 
unless the investment embodies productivity- 
.aising new techniques, or better ways of 
organising production, which raises surplus 
per unit of area by the required quantum. 

A quantum-jump in yidds is requirnl for the 
lent-bamer to be overcome; so that investible 
funds are directed into capitalist agriculture 
production. 

Looked at in this way, i e, conceptualised 
in terms of a logical extension of Marx’s 
argument on the barner of ground-rent to 
capitalist production,'* ‘the built-in 
depressor’ is indeed seen as built into the 
agrarian structure of land-monopoly and 
hunger-rents; but, at the same time, under 
certain stringent conditions of technical 
change, it is capable of being overcome, 
initiating a narrowly-based tendency towards 
landlord-capitalism, as has occurred in our 
country 

One fundamental way of not only over¬ 
coming, but abolishing the rent barrier once 
and for all time, is through the doing away 
of absolute rent as a social category, as in 
an agrarian reform where the landlords’ 
monopoly is broken through seizure without 
compensation of their land and redistribu¬ 
tion to the cultivating peasantry. This was 
the more revolutionary path of transition 
followed in the classic French Revolution 
and repeated in more modern times by the 
1917 Revolution in Russia, in the Chinese 
land reform from the 1940s, and in a more 
attennuated form, in post-War Japan. 

LANDIjORD Capitaiism 

In India, however, it is the conservative 
path of Junker-style landlord capitalism 
which has been promoted in the three 
decades of agrarian reforms. Effective land 
monopoly has been preserved, while curbing 
the excesses of absentee ownership and 
illegal exactions, by allowing the exinter¬ 
mediaries to retain very large areas as their 
home farms or khudkasht, or by permitting 
tenant evictions on the plea of direct cultiva¬ 
tion through hired labour, and conferring 
transferable ownership to these areas, while 
comiiensating generously with bonds and 
cash for the relatively small areas taken over 
by the state. Not the French model, but the 
model of Meiji Japan, in which tire feudal 
daimyo were compensated by bonds to 
emerge as ‘financial magnates’, and the 
village-level oyakata conferred ownership: 
this is the closest parallel to the Indian 
reforms. The big feudal potentates cor¬ 
responding to the daimyo, have gone into 
business, shipping and politics, the village- 
level zamindars ate the modern landlord 
capitalists. 

If the NSS data on land ownership forthe 
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8th Round, 1953-54 and 26th Round, 
1970-71 are compared, we find that concen¬ 
tration as me, «ured ^ y the Oini coefficients 
is unchanged: the value of the Gini co¬ 
efficient was 0.676 at the earlier date and 
0.675 two decades and many Reform Acts 
later. In certain states notably Bihar, Punjab 
and Gujarat, ownership concentration 
has increased, while in others, notably West 
Bengal, Kerala and Karnataka, it had 
declined slightly.'^ The Gini coefHcient, 
however, measures only the distribution of 
land over the set of recorded owners, and 
lack of change in it is consistent with an 
unfavourable change in the composition of 
the set itself. First, fictitious transfers and 
partitions have taken place; second, over the 
same time-period, the proportion of agri¬ 
cultural labourers in the total of cultivators 
and labourers has risen substantially 
(although a precise estimate is difficult 
because of underestimation of labourers in 
the 1951 Census and overestimation in the 
1971 Census). If we accept Thorner’s criti¬ 
cisms in his paper entitled Thdia’s Agrarian 
Revolution by Census Redefinition’,'* and 
put as he did the percentage of labourers in 
1951 at somewhere around 28 per cent, then 
by 1971 it had risen to at least 35 per cent 
(though the 1971 Census yields over 37 per 
cent, this is widely thought to be an over¬ 
estimate for definition reasons) and to 37 per 
cent by 1981. For these reasons the distribu¬ 
tion of land ownership over the entire 
population dependent on agriculture is likely 
to have worsened slightly. 

The series of evaluation reports sponsored 
by the Research Programmes Committee of 
the Planning Commission show, almost 
without exception, that mass evictions were 
the fate of the middling to poorer categories 
of tenants, a high proportion of whom had 
no cultivable land after eviction: they were 
either re-employed as unrecorded tenants-at- 
will or joined the ranks of wage paid 
labour.’’ At the other pole of the peasant 
class structure, a handful of the well-to-do, 
rich peasant owner-cum-tenants, could raise 
the funds required to purchase ownership of 
land vested with the stake, improve thdr 
economic poution by expanding tlw scale of 
operation, and in many cases withdraw 
entirely from direct participation in laboun 

Our land reforms have had the effect of 
redistributing some land within the top two, 
at most three deciles of owners ranked by 
area, while augmenting through eviction, the 
class of rural labou^. In the process at one 
pole of the village class structure, in some 
areas the hitherto separate elements, the 
landlords and a section of the rich peasants, 
are being “melted down and transfused*”* 
into the as-yet not homogeneous class which 
Thorner discerned in the process of forma¬ 
tion, namely the rural capitalists; at the other 
pol^ the traditionally landless, Harijatn 
bonded labourers and the displa^ poorer 
peasants form elements of a hesitantly 
emeiging dins, the rural proletariat.'^ 


Since the more revolutionary path of over¬ 
coming the barrier of ground rent through 
the radical break-up of land monopoly has 
never been on the official agenda in our 
country, the question arises, regarding the 
factors which have been conducive to the 
emergence on the part of landlords, of 
capit^st investment in direct cultivation 
with hired labour, and regarding the reasons 
for the extreme spatial unevenness of this 
capitalist tendency, which spawns academic 
models of ‘semi-feudalism’ from Bengal, 
and roseate visions of generalised green 
revolution from Punjab." Aoart from the 
land reforms, there appear to have beer tisc 
major sets of exogenous .sitmuli aotin on 
the agrarian sector, particularly in liit irst 
quarter-century after independence, 1950, to 
1975: first, the marked expansion in the 
domestic market for foodgrains, following 
large-scale state expenditures under the 
Plans, leading in turn to a shift in the 
agriculture-manufacturing terms of trade, 
and jB marked rise in the proportion of 
output marketed; uid second, the complex 
of state-sponsor^ schemes for extending 
rural credit, disbursing at subsidised rates the 
new technology package involving fertiliser- 
fed high yielding varieties under the “new 
agncultund strategy” from the early sixties. 
While the consequences of both sets of 
stimuli are well known, a brief recapitula¬ 
tion from the point of view of the effects 
on the capitalist tendency, may not be out 
of place. 

Impact of Oeveu>pment Strateoy 

The post-independence thrust of planned 
development, marked for the flrst time in 
India’s modern history by a large increase 
in state expenditure and by deficit budgets, 
was analysed perceptively by the noted 
Polish economist Michal fCalecki. Writing 
and lecturing in Delhi during the mid-fifties, 
at a time when prices were still declining 
from the Korean war boom years, Kalecki 
warned that inflationary pressures were 
bound to emerge in the course of financing 
planned development in India, owing 
primarily to the class nature of the state. For 
a non-inflationary growth path initiated by 
state investment, it was necessary that 
agricultural production shouid grow at a 
commensurate rate and that investibie 
resources should be raised through direct 
taxation of property incomes and indirect 
taxation of luxuries. 

The state, however, would find it political¬ 
ly difficult either to reform drastically the 
agrarian structure and remove the fetters of 
landlordism on output growth, or to tax 
directly the incomes dr indirectly the luxury 
consumption of landlords and capitalists to 
the required extent. The Plan expenditures, 
being initially in infrastructural and other 
areas with a high unskilled labour com¬ 
ponent, would generate a rapid expansion 
in the demand for necessities, while an 
umeformed agrarian structure would be 


unable to supply the most important neces¬ 
sity, foodgrains, at the requir^ rate, leading 
to inflation in foodgrains prices in the first 
instance followed by inflation also in prices 
of manufactured necessities, the latter deter¬ 
mined by the position with respect to excess 
capacity and supply of the raw material. 

The Plan expenditures would therefore be 
Financed in large part out of the forced 
savings of the wage-earners and fixed 
income earners undergoing a cut in real 
incomes with inflation while simultaneously 
the landlords and manufacturing capitalists 
monopolising commodity sales, would eitjoy 
a profit inflation '* Kalecki’s theoretical 
scerutrio has been fully borne out by the 
overall pattern of Plan Hnancing in the last 
three decades, initiating an inflationary 
spiral from the Second Plan period.^ Far 
from taxing property incomes or imposing 
indirect taxes on luxuries alone; progressively 
greater reliance has been placed by govern¬ 
ment on indirect taxation of necessities (all 
indirect taxes after the latest Budget account 
for over 85 per cent of tax revenues) and on 
inflationary credit financing, of which 
“deficit financing" |n the excessively narrow 
sense used in our country, forms only a part 
An additional important factor operative 
from the mid-sixties, has been the setting of 
administered floor prices to foodgrains by 
way of procurement prices by the Agri¬ 
cultural Prices Commission, which has re¬ 
inforced the ratchet effect in price rise. 
Endemic inflation has been built into the 
structure of Plan financing, and so have the 
expectations of a continuing inflationary 
climate. 

It has been argued that the very attempt 
to raise resources for the public sector by 
passing the burden on to the masses, rather 
than going for the harder option of tapping 
property incomes also has the unplanned 
effect of raising the private share of total 
surplus in the economy. An important 
distinction here is between tax-finantxd, and 
credit-financed expenditures. While indirect 
taxes are highly regressive (the Indirect Thxes 
Enquiry Committee estimated that as much 
as 55 per cent of total indirect taxes in 
1973-74 was paid by households with a 
monthly per capita expenditure of Rs 100 
or less), such taxes do transfer purchasing 
power directly to the state at the expense of 
the mass of the people. But with credit- 
financed expenditures (which includes not 
only deficit finance in the technical sense^ 
but government borrowing from the com¬ 
mercial banks), puichasing power is transfer¬ 
red from the mass of the people via infla¬ 
tion in necessities prices, to the landlords and 
the capitalists.^^ 

Since a large part of the manufacturing 
labour-force is unorganised, while agri¬ 
cultural workers arc almost entirely un¬ 
organised, every theoretical consideration 
points to a worsening of income-distribution 
particularly in rural areas, over social classes. 

The failure of the Indian State to raise 
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resources for investment from the rural 
. sector in particular is highly paradoxical in 
the light of the fact that for many decades 
before independence, indeed beginning from 
176S, the transfer of a large part of India’s 
taxation revenues (constituted then and upto 
the Erst War mainly by the land revenue) 

. dnoad, served mateiiaUy to finance Britain’s 
Industrial Revolution and later helped her 
to maintain her world dominance in trade 
and capital exports. (Estimates by Sayera 
t Habib and following her method, myself 
indicate that between a quarter to a third of 
UK’s domestic capital formation was 
financed by the Indian tribute during the 
, crucial decade 179S4804).^ Yet the national 
T state in Independent India is unable to tap 
the agricultural surplus for its own in¬ 
dustrialisation eQbrt. 

) During the period of early industrialisa¬ 
tion in Meiji, Japan, between 1873 and 1888, 

J as much as per cent of total state 
revenues was contributed by the land tax, 
1 , while in the next flfteen years, 1888 to 1902, 
(- the proportion remained very high at 44.4 
per cent.^ In post-liberation China, direct 
taxation of the co-operatives and later com- 
Ipunes never fell below IS per cent of gross 
output; in addition resources were transfer¬ 
red by maintaining a more adverse rate of 
exchange of farm against manufactured pio- 
ducts, than would have prevailed under free 
market conditions. 

In India, however, not only has effecuve 
land monopoly been deliberately preserved, 
but the landlords and rural capitalists have 
, been absolved of all responsibility for finan- 
'efaig development. All direct taxes on 
ipgrlculture taken together accounted for less 
than one per cent of the net national pro¬ 
duct from agriculture and contributed only 
three per cent of tax revenues in 1974-75,^ 
^While the burden of financing investment has 
been passed on to the rural and urban poor, 
via the cut in their real incomes inherent in 
, the combination of inflation owing to large- 
scale credit financing, and indirect taxation. 

The rural poor, comprising the agri- 
eulturai labourers and th? poor peasants, 
and making up at least sixty per cent of the 
' rural population, are heavily dependent on 
the market for necessities including food. 
iHiey have suffered a severe cut in real 
incomes, for they lose out as commodity 
purchasers to a far greater extent than some 
of them gain as commodity sellers. A com¬ 
parison of the Third and Fourth Rural 
Labour Enquiries shows that while money 
wages have risen during 1963-64 to 1974-75, 
iWhen adjusted by the consumer price index 
tor agricultural l^ur^ real wages are seen 
,tO decline drastically in the case of females. 
Since days employed annually have also 
declined, real earnings have fallen even more 
toan have real wage-rates. 

Given that the rural labourers ate already 
pH the margin of subsistence the implication 
of real income falls of this magnitude may 
^ be imagined; the logical result has been 


a sharp rise in real indebtedness, according 
to the data in the same Enquiries, a higher 
proportion of the loans being taken from 
moneylenders.^^ While we do not have 
clear-cut information for the poor peasants 
as for rural labour, they must logically have 
suffered a slightly smaller order of real 
income decline. These findings relate to the 
average for the whole of India. If it is true, 
as many scholars maintain, that real earn¬ 
ings of labour in the Puiiiab-Haryana region 
had not fallen during this period, it follows 
that the real income decline in other areas 
-nust have been even more drastic. The 
steady flow of Bihari and eastern UP 
migrant litoour to the western Eldorado 
indicates the operation of considerable real 
earnings differentials. 

The somewhat fallacious argument is 
sometimes put forward that since agri¬ 
cultural labourers are paid a substantial part 
of their wage in customary kind forms, such 
as grain and meals, they do not to that atent 
suffer a real income decline with inflation. 
Everything else remaining the some, the 
argument would be valid; but it does not 
take account of the employers’ ingenuity. In 
an inflationary situation it is obviously in 
the landlord-capitalists’ interest to shift to 
cash wage payment, while the labourers 
resist this and demand their wages in kind. 
In the course of field-work we found that 
employers were resorting to ingenious varia- 
uons on the traditional wage-payments 
system to maximise their gain. They fixed 
the wage payable to contract labour and 
farm-servants in cash, but paid it out in a 
combination of cash and the epmmodity- 
equivalent of the balance, which being 
evaluated at rising prices would be falling 
over time. 

The labourers, agreeing to work for kind 
wage payment and food secunty, ultimately 
got lower real wages: the form of the pay¬ 
ment of wages in kind, here disguises the fact 
that it is being treated as the commodity 
equivalent of an amount fixed in cash. In 
effect, landlords were found to be taking 
advantage of what might be called a "grain 
illusion" on the part of the labourers, an 
aiudogy with Keyriesian "moriey illusion’’, in 
ordCT to lower rral wages. A less polite way 
of putting the same thing is that they were 
swindling the labourers with impunity.^ 

While industrial workers and .salary 
earners who are organised, can resist the 
onslau^t on their living standards inherent 
in inflationary flnanemg, the unorganised 
workers in urban-and rural areas face im- 
miserisation, except in a few pockets of 
resistance where there has been a history of 
organisation. Indeed the maintenance of 
rural real wage rates, has little to do with the 
overall growth rate in the region concerned. 
Some areas of medium to low growth,'such 
as Thaiijavur in Ikmil Nadu, Kerala, and 
West Bengal have seen a much smaller 
erosion in real wages than have higher- 
growth areas, owing to the •ditenoe of some 


trade union organisation of labourers. What 
is urgently needed today is the unionisation 
of rural labourers to avert a continuation of 
their total immiserisation, which will have 
drastic consequences in the event of any 
possible output shortfall of the magnitude 
experienced in the mid-sixties. 

Nothing has occurred during the last 
decade from 1975 to alter materially the 
position of rural labour. The inflation in 
food prices, in a trend sense, continues, while 
outside Punjab money wages do not appear 
to be rising faster than the inflation rate 

Upto the mid-seventies, the agriculture- 
manufacture terms of trade show a steadily 
widening “scusors’’ in favour of agriculture 
taking 1960 as the base A sustained |Hofit- 
inflation not only helped to stimulate some 
degree of productive investment by landloids 
turning capitalist, but also induced a flow 
of urban funds into agriculture, which 
Thorner had noted: the peak rate of infla¬ 
tion was attained in 1974-75, just prior to 
the imposition of Emergency. The "dear 
food policy’’ effectively operating then, did 
not draw forth any overt from the industrial 
capitalists on . lassical analogy of the 
anti-landlord Free IVade agitation in 19th 
century Britain, because the classical model 
of a l^ssez-faire state does not operate in 
the Indian economy. Through budgetary and 
other transfers on a massive scale, tht 
manufacturing capitalist were and are being 
more than compensated for the effects of 
food-price rise in raising the cost of 
labour-power.** 

After 1975, in the last decade, on the 
wholes manufactured goods prices have 
tended to rise ai a slightly faster rate than 
agricultural prices, narrowing—but not 
reversing—the "scissors” with base 1960, 
(while with a shift of the base year to 1970, 
terms of tarde are seen to deteriorate by 
about 13 per cent from 1975 upto 1978 and 
hold fairly steady subsequently).*** Howeven 
a range of direct transfers to the rural rich 
as well as state expenditures which are little 
diftbrent from transfers, have in the mean¬ 
time taken place, of which the provision of 
credit at negative real interest rates, sub¬ 
sidised inputs, guaranteed remunerative 
procurement prices, and eqienditures on the 
NREP (National Rural Employtoent Pro- 
granpne), IRDP (Intensive Rural Develop¬ 
ment Programme), etc, are elements. The IM 
named apenditures ostensibly meant for the 
rural poor, also have a subs^tiai spin-oft 
in benefits for the rural rich through the 
building of infrastructural facilities, such as 
roads ana through the contract work for 
materials transport undertaken by the 
tractor- and truck-owning landlords, as well 
as supply of materials like bricks from 
landlord-owned brick-kiliu. 

UNEVEN Development of 
CAPHAU gr Tendency 

This brings us to the question of the 
uneven devdoiment of the oqdtaliat 



lECO^W5MIC AND POLITlCAt WEEKLY 


dency. While th^. proflt>ii>flation inherait in 
the regressive, inegalittrian pattern of plan 
financing has piovided i general stimulus 
to the capitalist iv.,J«ncy in rural areas 
everywhere, by itself it would perhaps not 
have promoted a long-term shift from rent 
to profit as the main form of surplus- 
appropriation. This is because the increase 
in mon^ profit arising from price-rise alone 
can be matched eveivif with a lag by an in¬ 
crease in rents paid by petty tenants cutting 
their subsistence The rent barrier is not over¬ 
come by giving price incentives to landlords. 
The experience of Mciji, Japan again bears 
this out. Periods of rapid inflation in rice 
prices enriched the landlords drawing rent 
in kind from small tenants and themselves 
paying a land-tax fixed in cash, with no in¬ 
centive to switch to direct cultivation.” 

While the expansion of the internal 
market is a necessary condition, it does not 
seem to be a sufficient condition for such 
a switch where a formidable rent barrier is 
operative The sufficient condition is provid¬ 
ed by the feasibility of eapitalist investment 
which embodies new, productivity-raising 
techniques which permit a quantum jump 
in the yield and surplus per unit of area. (It 
may be noted that techniques which raise 
labour productivity while leaving land pro¬ 
ductivity unchanged, will usually not do the 
job of overcoming the rent-barrier—for 
labour is only one element of agricultural 
production costs, whose return is already 
depressed to a minimum: relative surplus 
cannot be raised to a sufficient extent by 
cutting labour costs.) 

What is required is land-augmenting 
technical progress, and this is precisely the 
character of the Borlaug fertiliser-fed hybrid 
seed, which has been successfully introduced 
in wheat and rice production under control¬ 
led irrigation in climatic belts with low 
atmospheric humidity. With the recom¬ 
mended water and fertiliser dosages, yields 
could be doubled, and even trebled; short 
duration varieties also permitted multiple 
cropping. The consequent quantum jump in 
yield per unit of area, if it could be realised 
in the field, permitted a decisive overcoming 
of the rent barrier. (The actual average rate 
of proHt on capital advanced—excluding 
land value—for a set of 66 large farms 
intensively studies in 1969, worked out to as 
high as 49 per cent. If the actual rent received 
on land leased out is taken as the guide, the 
rental elemeht out of this amounted to 28 
per cent, leaving an average profit of 19 per 
cent on capiul, which compares very well 
with the profit on capital obtainable in the 
non-agricultural economy.) 

The operative constraint on the spatial 
distribution of “green revolution” techno¬ 
logy has proved to be that of controlled 
irrigation and the prevalence of low atmos¬ 
pheric humidity with not too long periods 
of cloud-covcr, since only under such con¬ 
ditions can experimental ^elds be translated 
into field practice on a wide scale within the 


existing set of technology options. Largely 
for this reason, the required quantum jump 
in yields in foodgrains production is so far 
difficult to achieve in the high-rainfall, high 
humidity coastal regions which had hither 
dominated in food production, but whose 
weight is going down over time as capiulist 
production develops more rapidly in the 
north and west of India. Upto the mid¬ 
seventies, widespread investment in new 
teclmology was limited to particular climate- 
soil-crop regimes, namely wheat production 
under a combination of canal and tube-well 
irrigation in the ‘green revolution’ belt stre«- 
ching from western Uttar Pradesh through 
Haryana and Punjab, down to Gujara* ai < 
Rajasthan. In the case of paddy, iiri<"a t 
low-humidity pockets in peninsular ind,s 
showed a dynamic trend. 

It is therefore no accident but a reflection 
of relative profitability conditions that 
Punjab, which was the region par excellence 
of petty tenancy, high batai rents and 
indebtedness, at the time that Henry Calvert 
and M L Darling wrote,** saw in the fifties 
and sixties a drastic eviction process affec¬ 
ting seven out of eight tenants, which 
reduced the number of recorded tenants 
from over 6 lakhs to only 0.83 lakh by 1966, 
while further evictions subsequently have 
reduced the area under tenancy to com¬ 
parative insigniflcance.** By contrast, in 
Bengal small-scale crop-sharing tenancy still 
accounts for nearly one third of the area 
under rice. For the last decade, the climate- 
soil regime of vigorous capitalism ha. 
remained unchanged, but rice has emerged 
alongside wheat as an important commercial 
crop in the ‘green revolution’ belt. As a con¬ 
sequence of the extremely uneven develop¬ 
ment of the tendency of capitalist produc¬ 
tion, a marked region-wise concentration of 
growth has emerged. 

This is too well known to nerd recapitula¬ 
tion, beyond noting that of the total increase 
of 32 million tonnes in foodgrains produc¬ 
tion during the ten years 1973-74 to 1982-83 
inclusive, as much as 62 per cent has come 
from only five states; Uttar Pradesh, 
Haryana, Punjab, Gujarat and Rajasthan, 
which have raised their share of total food 
production from 3S per cent to 44 per cent. 
One third of the total increse in rice produc¬ 
tion also has come from these states, which 
account today for 23 per cent of the total 
rice output compared to only 13 per cent a 
decade earlier. By contrast the traditional 
paddy areas of Bihar, West Bengal. Ikmil 
Nadu, Karnataka, Kerala have together add¬ 
ed only 14 per cent to the rice output, and 
their weight in the total rice production has 
dropped from 43.4 per cent to 34.8 per cent. 

The class-wise concentration of market 
supplies from agriculture is more difficult 
to estimate accurately since no direct data 
ate available. My estimate;** now outdated, 
on the basis of conservative assumptions for 
1960>61 indicated that the top one-eighth of 
rural households ranked by area, contributed 


about two-thirds of the total marketable 
surplus of foodgrains. The degree of con¬ 
centration is likely to have risen over the next 
two decades because the top one-eighth have 
added at a faster rate to their output and 
surplus than others. At least 70 per cent to 
75 per cent of market supplies is now likely 
to be on their account alone. Assured and 
rising food prices primarily benefit this small 
minority monopolising the lion’s share of the 
commodity surplus and give them super¬ 
profits, since, with the application of 
modern technology, they have been able to 
lower the unit cost of production. 

The same price on the other hand, barely 
cv .ers the cost of production, including the 
family subsistence, of the middle and small 
peasants. The big landlord-capitalists have 
consistently pressed for, and obtained the in¬ 
clusion of imputed rent on owned land as 
an element of return on outlays for the purr 
pose of calculating a ‘fair’ procurement 
price. Apart from involving recognition of 
their land monopoly, inclusion of rent in 
price 1 * highly undesirable from the point of 
view of the inducement to go in for 
productivity-raising technical change, which 
has been operative for landlords in the past, 
only because of the necessity of oveicom- 
ing the rent hairier. A dual pricing policy 
would be the logical solution to the problem 
that the same procurement price gives super- 
proflts to one category of producers, the 
landlord-capitalists, while it barely allows a 
subsistence income to the mass of poorer 
cultivators. 

For those who point to the difficulties of 
operating a dual priang system, a study of 
the experience in Japan after 1941 might be 
instructive. In order to procure foodgrains 
smoothly, “the government held its general 
rice-buying price to yen 33 per koku (=180.4 
kilolitres), at the same time it granted pro¬ 
duction increase subsidies to producen when 
it purchased rice directly from them but gave 
no such subsidies when purchasing from 
landlords. As a result, the producer’s price 
had reached yen 245 per koku by 1943. 
Without waiting for a land reform, the 
tenant farmer system had been reduced to 
a mere shell”.*' Discriminatory pricing thus 
favoured the direct producers in the ratio of 
4 to 1 by 1945 and this measure was under¬ 
taken by a state which was far from liberal 
or anti-landlord, owing to the over-riding 
imperative of increasing production and the 
marketed surplus. 

Implications for Rate and Structure 
OF Future Development 

Let us now turn to the important, and 
little discussed question of the implications 
of the spatially uneven and socially narrow¬ 
ly-based tendency of capitalist production, 
for the question of the rate and structure of 
future development in the sKonomy as a 
whole and its agrarian sector in particular. 
The implications can be looked at in terms 
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of three interrelated processes: the tendency 
to raise the rate of surplus extraction, among 
other things by utilising caste-based relations 
of domination and servitude; the tendency 
towards a narrowing of the rural market for 
ntanufactured products of mass consump¬ 
tion, and the tendency towards a widening 
of the gap between the potential and actual 
productivity of agriculture. 

A centrtd idea of the discussion in Marxist 
iitenuure on the less revolutionary transition 
path represented by landlord-capitalism is 
that, first, it is more painful in preserving 
the servile character of pre-capitalist 
employer-labourer relations, and secondly, 
the transition is also slower and more long- 
drawn owing to its narrow social base With 
legaid to the first aspect the proposition may 
be put forward, that not only are the tradi¬ 
tional caste-based relations of domination 
mid servitude preserved, but indeed are 
deUbeiately used by landlords to ensure trac- 
tability of the labour force and the raising 
of the rate of surplus extraction through 
methods of increasing absolute surplus 
value. History offers us not a few instances 
where the super-imposition of commer¬ 
cialisation, of production for the market, 
upon traditional exploitative social relations, 
tends to lead to a strengthening of these rela¬ 
tions on a servile basis, rather than heralding 
a transition to greater freedom of the 
worker. 

This appears to have been the essence of 
the ‘semi-feudal capitalism’ that Lenin talked 
about in the East European context of the 
transition of the feudal lord to capitalist 
farming using former serfs’ labour.'^ 
Elements of a similar phenomenon of semi- 
feudal capitalism are visible in India’s 
villages today. Caste has traditionally 
represented amongst its other facets, a 
system of fragmenting those engaged in the 
production process into discrete groups 
differentiated by minute gradations of rights 
and obligations. The modern landlord 
capitalists treat the Harijan labourer on 
worse terms than the pauperised peasants, 
because the very fact of Harijan status 
entails customary disadvanuges; they treat 
the labourers of tribal origin worst of all, 
and this applies also to the most advanced 
areas. Research into the conditions of work 
of Bihari migrant labour in Punjab show, 
for example, that the labourers of tribal 
origin are systematically subjected by their 
capitalist employers to physical chastise¬ 
ment, are loclwd into their quarters at night 
to prevent their running away, and are paid 
wages which are lower and are more in 
arrears, while non-tribal labour tends to be 
less subject to physical coercion of this crude 
form. In short, every avenue of raising the 
rate of surplus-extraction is utilised.” 

As the expansion of output with the adop¬ 
tion of the ‘green revolution’ technology 
raises overall labour demand, and imposes 
more stringent requirements with respect to 
the time-distribution of labour inputs, it 


becomes important for the landlords to have 
labour-power “on tap” in the same way that 
irrigation water is “on tap”. Methods of 
labour-control begin to change in the direc¬ 
tion of longer-term contracts which carry, 
built into them, debt-bondage of a new 
type” Given the increasingly desperate 
condition of rural labour, debt-bondage may 
be expected to increase, not decrease as the 
capitalist tendency develops. A reinforcing 
of servility and bondage is a logical corollary 
of the socially retrogressive character of 
landlord capitalism. 

The extent to which landlords are pre¬ 
pared to go to maintain their overwhelming 
socio-political dominance against any stir¬ 
ring of protest, is attested to by the increas¬ 
ing incidence of violent confrontations 
ending in Harijan burnings in recent years. 
Behind the facade of caste conflict lie basic 
i.ssues of minimum wages and of land. The 
attempt to press for the legal minimum 
wage, even the provision of house-sites or 
distribution of small parcels of barren 
surplus land to labourers, are seen as a direct 
threat to their domination by the landlord- 
capitalists, who require for their function¬ 
ing a docile and tractable labour force: While 
at the time that Thorner was writing, the 
phrase “Harijan-burning” conjured up the 
isolated image of village Kilavenmani in 
Thanjavur district of Thmil Nadu (where on 
Christmas Day 1968, landlords’ men burnt 
to death 42 men, women and children in the 
parachen following wage-disputes), today 
the phrase has become associated with the 
names of innumerable otherwise obscure 
villages scattered throughout the country: 
Belchi, Sharupur, Dehuli, Golana, and many 
others. 

When the capitalist tendency develops 
within a fundamentally unreforroed hierar¬ 
chical and exploitative structure, the resul¬ 
tant IS a subversion of the personal, patri¬ 
archal relations of that structure in the in¬ 
terests of profit, without at the same time 
a sufficiently large-scale productive transfor¬ 
mation occurring which can lift the mass of 
labourers and peasants out of the morass of 
economic deprivation and social degrada¬ 
tion in which it is steeped. In the course of 
field-work we intervieu^ a very co-operative 
landlord of Nanjangud taluk in Mysore 
district of Karnataka, who had a request to 
us in return; could we obtain for him a 
special make of revolver from Calcutta, 
which he needed to deal with the shiftless 
Harijan labourers (including those who 
worked for him), who were in the habit of 
stealing from his crops at night? 

On the proposition that productive trans¬ 
formation does not occur under landlord 
capitalism, it may be argued that, in terms 
of overall agricultural production, India has 
after all, done quite well. Food output has 
trebled between 1951 and 1984, from around 
50 m tonnes to ISO m tonnes today. China 
with her extremely egalitarian agrarian struc¬ 
ture does not seem to have performed all 


that much better, it could be argued: it too 
has just over trebled her total food output, 
from 112 m topnes in 1951 to 350 m tonnes 
by 1983.^ Certainly, it is true that, viewed 
in the perspective of long-term stagnation 
during the pre-Independence period, our 
post-Independence record has been impres¬ 
sive; but it is far short of the potential that 
could have been realised by now, given our 
very low initial yield levels. 

After two decades of ‘green revolution’ 
and technical change under the aegis of 
landlord-capitalism, Indian agriculture 
today produces per unit of area less than 
one-third of the Chinese foodgrains yield, 
and two-thirds of China’s output per capita. 
Since China started with a higher initial base 
than did India with respect to foodgrains 
yield (in 1951 they were double the Indian 
level) the achievement of a similar growth 
rate a:> in India was for it a much more 
difficult task (especially m the absence of 
cultivable wastes which sharply limited area 
etpansion)—how difficult, we are now in a 
position to appreciate in this country, as the 
stimulus ot the first round of yield-raising 
Borlaug technology tapers off. 

I he basic i^iublem with continuing land 
monopoly and the reliance on landlord- 
capitalism, IS that it requires continuous 
stimuli by way of successive rounds of feasi¬ 
ble technical change which can raise surfdus 
per unit area by discrete quanta. A small or 
gradual improvement in productivity is not 
sufficient to induce investment unlike the 
case with peasant capitalism. Once the 
potentialities of one round of yield-raising 
technical change have been realised, produc¬ 
tive investment tends to level off and investi- 
ble funds tend to flow back into socially un¬ 
productive forms of investment or into 
amassing durable consumption goods. This 
is a fundamental reason for a slower long¬ 
term growth rate of production within an 
unreformed agrarian structure, compared to 
the alternative path of a socially wide-based 
tendency of capitalist production develop¬ 
ing from within a peasantry after a radical 
land redistribution. Recent unpublished 
research offers support for the theoretical 
expectation of a “plateau” with rcspail to 
private productive investment in agricultuie 
and indicates that the major uses of surplus 
now are in bank deposits and other finan¬ 
cial assets, housing, education investment 
and durable consumption goods. 

The growing resource-crisis of the state, 
leading to a cutback in real terms in the rate 
of capital formation, affects the agrarian 
sector primarily via irrigation investtnmit, 
which is growing at a slower pace than is 
required to sustain past rates of growth. 
Private investment in irrigation appears to 
have been positively and strongly correlated 
with public investment in the past.^' The 
components of the farily respectable order 
of output expansion achieved to date have 
been expansion of cultivated area, which was 
relatively more important upto the mld- 
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sixties, and the raising of yields, which has 
assumed a major role subsequently, and is 
closely associated with the growth of area 
under irrigation. 

With the near exhaustion of the easy 
avenues of output expansion and the rais¬ 
ing of the ^eld base, further output expan¬ 
sion in -ftiture is bound to encounter more 
severe constraints by way of a higher require¬ 
ment of investment for a given increment of 
output. Irrigation investment in particular 
cannot be undertaken by landlords unless a 
further round of yield-raising technical 
change becomes feasible. Not only are the 
actual yields in our country amongst the 
lowest in the world, but the disconcerting 
fact is that the gap between potential yields 
(as measured by the achievements of 
Japanese and Chinese agriculture) and our 
actual yields, is not narrowing, but has been 
widening over the last three decades. 

As Thorner never tired of pointing out, 
“the use of the comparative method in 
history and economics is fraught with risk, 
and it is the easiest thing to go astray.^^ 
Nevertheless one is tempted to look afresh 
at the experience of our Asian neighbours, 
to sec what lessons, if any, the>’ hold tor us 

In Japan, the major breakthrough in 
agricultural production came during and 
after World War II, with the effertive aboli¬ 
tion of the landlord-tenant system starting 
with differential procurement prices for nee 
earlier referred to, and culminating with the 
land reform under which resident landlords 
were permitted to retain only I cho (=2 45 
acres) and absentee landlords no land at all, 
the rest being purchased by the state for sale 
to tenants. Tenant-cultivated land declined 
from SO per cent to less than 10 per cent. 
A leading Japanese economist tells us that 
"This stringent reform had the effect of 
rapidly increasing the productive capacity of 
rice-growing land ... in the northeast half 
of Japan where landlords had been specially 
powerful.*’ 

China’s experience cannot be duplicated 
without social revolution, nevertheless it is 
of immense interest. Not only was a radical 
land reform without compensation carried 
out, but with the formation of co-operatives 
and later the communes, a direct mobilisa¬ 
tion of underemployed surplus labour on a 
very large scale for infrastructural construc¬ 
tion, especially irrigation works, was under- 
tain.** Despite low investment allocation in 
the Central government plan to agriculture, 
a high rate of capiul formation financed 
from within the collectively owned agrarian 
units, took place, raising the proportion of 
area under irrigation from 26 per cent to 48 
per cent; this, along with the spread of in- 
digenoudy researched hi^-yielding varieties, 
permitted a substantial raising of yields over 
the already high base.*^ 

The Chinese experience points to the fruit- 
fblness of community labour for investment 
with the aim of raising productivity, the 
benefits of which can be shared by every 


member of the community. Since yields have 
reached fairly high levels, the emphasis in 
China now has shifted to output diversifica¬ 
tion towards orchard, livestock and aquatic 
products. With rising incomes for every¬ 
body—real income in rural areas is estimated 
to have doubled, and in urban areas to have 
risen by 43 per cent during 1979 to 1983 
alone—there is today a consumption boom 
in China's rural areas. ‘Agriculture-led 
growth’ is a rational and socially equitable 
strategy In a large country with a potentially 
vast domestic market; we have a great deal 
more to learn from China in this respect than 
from Ikiwan’s ‘export-led growth; 

lb sum up the argument so far; land 
reform is usually thought of in terms of 
redistributive justice alone History provides 
us with evidence however, that it is equally 
necessary from the view-point of a faster rate 
of transition of higher productivity through 
rapid capital formation within the agrarian 
sector, which in turn affects the rate of 
indusrialisation through the rate of expan¬ 
sion of the domestic market for mass con¬ 
sumption goods and through the supply of 
wage goods and raw materials to industry. 
The shelving of land reforms and its reduc¬ 
tion to a forgotten non-issue by policy 
makers in our country implies that the con¬ 
straints imposed by land monopoly upon the 
development of productive forces, are being 
deliberately preserved. 

Language is an indicator of thinking: in 
ofriciaiese; there are no ‘landlords’ any more: 
there are only ‘farmers’, at most ‘rich 
peasants’. Despite the results of large-scale 
sample surveys which show no decline in 
ownership concentration, our policy makers 
have decided to undertake an “agrarian 
revolution by category redefinition’’, to 
paraphrase Thorner. They have simply 
replaced the category “landlord” by the 
category “farmer”. The rigorous economic 
rationale for looking upon a capitalist of 
rentier landlord origins, still as a landlord, 
as representing “semi-teudal capitalism”, is 
that he obuins a part of his surplus by way 
of a tribute imposed on society owing to the 
legal monopoly of land, and not entirely as 
a return on capital advanced in production. 
Continued land monopoly also implies con¬ 
tinued land-hunger and landlessness at the 
o^er pole, the labour market is not free, 
labour mobility is restricted and wages de¬ 
pressed through the use of extra-economic 
relations. 

In the course of field-work again and 
again one found that the dominant land- 
holding position in the villages was held by 
ex-intermediaries and ex-rentiers. Consider 
the owner of a 435 acre consolidated holding 
in a village of Mi^varam taluka. His family 
once held some 8(X) acres and now he 
double-crops his land with pumpset powered 
irrigation employing more than 20 farm 
servants and the casual labour-force of the 
entire village in the peak-season, owns a 


petrol pump and cinema hall in the town and 
periodically visits Japan to study paddy 
culture. How has he ceased to be a “land¬ 
lord” and become merely a “farmer”? Or, 
the numbers of a former intermediary 
Thakur family of a village in Kaira district 
of Gujarat, who each now operate SO to 60 
acre holdings on an intensive capitalist basis, 
and who as k family still account for about 
600 out of the 1,000 odd acres under cultiva¬ 
tion, employing in all 45 farm servants. One 
wonders how they have ceased to be 
landlords? 

Slow Expansion ok Market 

A serious implication of the inegalitarian 
financing of growth to date, combined with 
the slowing down of public investment, is the 
very slow expansion in the rural market for 
manufactured goods of mass consumption. 
This IS a logical consequence of the f^all in 
the real earnings of rural labour, making up 
30 per cent of rural workers, and the stagna¬ 
tion in the real earnings of poor peasants 
and small peasants, making up another 25 
to 30 per cent, at least, of all workers. A 
single point study, with reference year 
1972-73, of holdings below 15 acres and 
agricultural labourers in Haryana, shows 
that the small peasants, poor peasants and 
labourers making up 60 per cent of the 
households, failed to reach the “poverty- 
level” as defined by the Planmng Com¬ 
mission after a decade of “green revolu¬ 
tion”.** If this was the situation in one of 
the most advanced areas in the country, the 
position in the low-growth and stagnating 
areas may be imagined. 

Corresponding to the stagnation in tht 
market for goods of mass consumption, 
there has been an expansion in the market 
for durable consumption goods, on account 
of the increased incomes of the minority 
who virtually monopolise commodity-sales 
from agriculture and engage in capitalist 
cultivation. Similar trends are observed in 
urban areas, where luxury consumption is 
burgeoning while mass consumption grows 
very slowly. The prolonged crisis of the 
cotton textile industry is in large part 
traceable to the long-term demand-con¬ 
straints which have lowered profitability and 
hampered modernisation. The only dynamic 
sub-sector comprises the mills catoing to the 
as yet primarily elite market for synthetics 
and blends. After three decades of develop¬ 
ment, the market distribution of effective 
mand ordains that the country’s very poor, 
comprising at least 200 million people, 
should go about in the tattered remnants of 
the one or two garments they possess, while 
sick mills operate with excess capacity and 
many lakhs arc spent in advertising to tempt 
the elite to add yet another synthetic gar¬ 
ment to their bursting wardrobes. Anyone 
who has visited villages (and not conHned 
the visit to a walk from the local officials’ 
jeep to the local landlord’s house) can see 
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that, except perhaps in the advanced areas 
of Punjab, hardly a single item of manufac¬ 
tured mass consumption good of the 
modern type is to be seen in the majority 
of peasant huts. 

Of course, the laige absolute size of the 
Indian market implies that the expansion of 
elite consumption confined to the top 5 to 
10 per cent of our population, still means 
that over thirty million people, indeed pro¬ 
bably around fifty million are spendng 
much more than before Further, this elite 
effective demand is concentrated in the 
urban areas and includes a substantial part 
of the landlords' consumption as well, con¬ 
veying an impression of a dynamically func¬ 
tioning economy: while the nine times as 
many people who stagnate in thousands of 
atomistic, scattered villages and in urban 
slums, are unseen and unheard, except 
sporadically. Foi every laconically reported 
newspaper case today of a mother who kills 
herself and her children “owing to poverty”, 
there are a thousand who die slow unrecord¬ 
ed deaths from undernutrition and disease. 

Some economists have recently informed 
us that upto 1981 “there was no ei^ence that 
income distribution in India had worsened: 
what evidence there was suggested no change 
for better or worse. Even if there were (sic) 
such evidences, it is not logically true that a 
worsening of income distribution reduces the 
demand for industrial goods: in fact the 
reverse may be trud’The proposition that 
income distribution has not worsened, is the 
product of bad economic theory combined 
with illegitimate inferences about incomes, 
from empirical data on consumption which 
form the suple fare of poverty estimates. A 
basic proposition in macro-econortucs is that 
in any economy where a minority of people 
are sellers of commodities produced with 
hired labour, and the maijority are un¬ 
organised sellers of labour power, inflation 
in commodity prices redistributes income 
from the ItUter to the former through a profit 
inflation. The 16th century price inflation 
in Europe is the earliest much analysed case 
of such a profit inflation referred to by 
Keynes at length in his "IVeatise on Money”, 
and by Marx in “C!apitar’ in the context of 
primitive accumulation. 

The more recent case of profit inflation 
discussed by Keynes relates to the First War, 
when the British government found itself 
faced with the necessity of raising the 
domestic rate of investment. Analytically 
speaking, this is similar to the problem of 
raising the investment rate in the process of 
planned development, Keynes’ discussion of 
profit inflation merits attention, for its 
relevance to our own raperience. Thus, talk- 
' ing of the large increase in investment in 
arms entailed by the First Wbrid Whr, Keynes 
pointed out that 'it exceeded the maximum 
possible amount of voluntary saving which 
one could expect’, and therefore 'forced 
transferences of purchasing power in some 
shape or form were a necessary condition 


of investment in the materials of war on the 
desired scale*. Logically such a forced 
transfer could take place through one or 
more of the following methods: flrst, 
through taxation of incomes, second 
through a cut in money wages, and third, 
through a faster rate of rise in prices relative 
to that in money wages. If the flrst method 
was used. The taxation would have had to 
be aimed directly at the relativdy poor, since 
It was above all their consumption in view 
of its aggregate: magnitude: which had 
somehow or the other to be reduced’. This 
was politically difficult, as was the lower¬ 
ing of money wages dir^y, in a situation 
where trade unions existed. Keynes was led 
to conclude that To allow prices to rise by 
permitting a profit inflation is, in time of 
war, both inevitable and wise*. So far, this 
is l&ynes’ well known advocacy of the taking 
advantage of ‘money illusion’ on the part 
of workers to cut their teal consumption 
through a profit inflation, without the 
workers realising the game of the State: 
but—and this is the important point— 
Keynes also advocated high taxation of 
profits at the same time. “It is expedient to 
use entrepreneurs as collecting agents. But 
let them be agents and not principals. 
Having adopted for quite good reasons a 
policy which pours the booty into their laps, 
let us be sure they hand it over in the form 
of taxes, and that they are lidt enabled to 
obtain a claim over the future income of the 
community by being allowed to ’lend’ to the 
State what has thus accrued to them. To let 
prices rise relatively to earnings and then tax 
entrepreneurs to the utmost is the right pro¬ 
cedure for "virtuous’ war finance, for high 
taxation of profits and of incomes above the 
exemption limit is not a substitute for profit 
Inflation but an adjunct of it"** (emphases 
added). 

Jn India over the last quarter-century, a 
policy of profit inflation has indeed poured 
‘the booty’ into the laps of the manufactur¬ 
ing capitalists and the rural landlord- 
capitalists monopolising commodity sales, 
thus restricting the rate of growth of mass 
incomes and consumption. But while the 
desirability of taxing profits was in principle 
accepted in the past, in the last few years a 
gradual shift has taken place, with a pro¬ 
gressive, shame-faced reduction of property- 
income taxes culminating in the new-policy 
embodied in the 1985 Budget, which now 
openly abandons ‘virtuous’ financing for the 
vicious course of giving up the Statens claim, 
on the specious argument that it has been 
unable to enforce tax compliance in the past. 
The refusal to consider the imposition of an 
agricultural holdings tax to t^ the rural 
surplus, combined with the slashing of cor¬ 
porate and individual taxes, means that the 
surplus wrested from the workers is being 
distributed with both hands to the private 
property owners; both through profit infla¬ 
tion following credit-financing and throu^ 
their exemption from the burden of financ¬ 


ing public investment. The political econotny 
behind this appuendy suicidal course by the 
State is beyond the scope of this paper; for 
our purpose it is sufficient to note that the 
resource-crisis of the State is bound to 
worsen following its latest fiscal measures, 
thus constraining mote stringently the 
possible options regarding eependitures' 
on employment generation and poverty 
alleviation. 

Income Distribution 

It is with these redistributive effects of in¬ 
flation discussed by Keynes, that we are 
primarily concerned: in-any society where 
a minority of people monopolise commodity 
sales and a majority are sellers of only one 
type of commodity—labour power—it is 
crystal clear that inflation in prices of 
necessities would be in the interests of and 
constitute a profit inflation for the minority; 
while it would entail anything from teal in¬ 
come decline (where labour is unorganised) 
or less than average real income rise (where 
labour is organised) for the majority work 
ing for wages. In rural areas, all available 
data indicate a high degree of concentration 
of cultivated area, assets vsdue, output and 
the commodity surplus entering the market 
in the hands of a minority. In 1970-71, 
according to the Agricultural Census data 
the top one-eighth of all rural households 
ranked by area accounted for S3 per cent of 
total operated area (this remains virtually 
unchanged in the 1976 Census) while the 
RBI Debt and Investment Survey showed the 
top one-eighth ranked by assets value had 
S3 S per cent of total assets. My estimate of 
marketable surplus for the year 1960-61 
earher referred to indicated that the top one- 
eighth of households ranked by area, 
accounted for 52 per cent of total output and 
66.7 per cent of total gross marketable 
surplus. At the other pole, the lower six 
deciles of households ranked by area in 
1960-61 had 8 per cent of land operated, pro¬ 
duced about 10 per cent of total output and 
contributed a mere 6 per cent of the aggre 
gate marketable surplus. Since, acebrding to 
every single one of a laige number of 
district-levd Studies, carried out in the sixties 
and early seventies, adoption of green 
revolution technology was found to be 
positively associated with farm size, the top 
groups have added at a faster than average 
rate of their output and marketable surplus. 
On the basis of plausible assumptions, draw¬ 
ing upon such data as we have: on the 
differential rates of addition to output of 
different groups and their different degrees 
of market orientation, we can hazard a 
rough guesstimate that by today, with a 
doubling of total output a^ a 33 per cent 
rise in its monetisoUon, the top one-el^th 
accounts for at least 73 per cent of total 
marketable surplus. fThis in turn is liloriy to 
underestimate the extent of concentration of 
commodity sales by the landtords-capitalists, 
(or acreage group it not coterminous srifli 
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social class.) It is not merely the fact that 
the benefits of inflation in primary sector 
prices accrued to the minority in proportion 
to their command over tot^ sales; simul¬ 
taneously the majority, wholly or mainly 
dependent on performing wage-paid labour 
for the minority, lost out from the inflation, 
to a far greater extent than a few of them 
gained by virtue of selling commodities to 
a small extent; (nearly three-fifths of the 
lowest six deciles rank^ by area are likely 
to be labourers, the remainder being mainly 
poor peasants). As earlier noted, on def * 
ting the money earnings data in the Rural 
Labour Enquiries of 1963-64 and 1974-7S, 
by the Consumer Price Index for Agri¬ 
cultural Labourers, we find a drastic decline 
in real earnings over the period; since prices 
came down slightly in the Emergency period, 
a smaller order of decline is observed if the 
index for the two subsequent years (1975-76 
and 1976-77) ate applirxl to the 1974-75 
money earnings data. The burden of real 
indebtedness has registered a rise over the 
same period. Given the fact that rural 
labourers are almost entirely unorganised 
and the poor peasants are wholly so, a 
substantial unfavourable redistribution of in¬ 
comes over social classes is the logical con¬ 
sequence of inflation over the past quarter 
century. 

Since 1975 to date, while inflation has 
continued, it has been relatively more rapid 
in the secondary sector compared to the 
primary sector: in short, in the course of 
overall profit inflation the balance with 
regard to the sectoral allocation of ‘the 
booty*, has tilted towards manufacturing; 
but this does not mean that the minority in 
rural areas have ceased to rake in their share 
of the booty: only that the share is somewhat 
less munificent than before. In the secondary 
and tertiary sectors the labour force is ex¬ 
tremely heterogeneous with respect to levies 
of skills and extent of organisation. While 
organised labour and the government- 
employed salariat is able to resist real income 
decline following inflation and even wrest 
some real income rise, unorganised labour 
in small-scale industry and the tertiary 
sector—several times more numerous than 
organised labour—is likely to have lost out 
to a greater or lesser extent. 

While on the above theoretical grounds we 
may confidently state that an unfavourable 
shifl in income distribution over social 
classes must have accompanied inflation, 
and particularly so in rural areas where 
labour is almost wholly unorganised, it does 
not follow that ‘the data’ as it is collected 
and analysed at present, would necessarily 
show this. The reason is that such data bear¬ 
ing on incomes, are generally not collected 
or analysed by social class. It may be noted 
that the only source of direct earnings data 
for a rural social class, the Rural Labour 
Enquiries, do show real income decline and 
rise in indebtedness as earlier mentioned. 
The indirect dau are not by social class, and 


relate not to incomes but to the consump¬ 
tion expenditure of households ranked by 
per capita monthly expenditure levels; these 
consumption data have been made the basis 
for some quite arbitrary and illogical in¬ 
ferences on incomes, some authors in 
recent years. 

First, in a number of studies using the 
NSS consumption data, the changing distri¬ 
bution of nominal consumption eependiture 
is made the basis for generalisations about 
levels of living and even of incomes, thus 
heroically abstracting from the differential 
impact of inflation on different social 
classes.^* Second, even when real expen¬ 
ditures are sought to be calculated, the 
marked differences in the consumption 
baskets and prices paid by the different 
groups are not adequately captured owing 
to the failure to apply sufficiently refined 
differential deflators.*® Third, the basic fact 
is ignored that workers (located mainly in 
the lower deciles of expenditure groups), 
consume all their income and some dissave, 
while landlords and capitalists (located 
mainly in the higher deciles) have a high pro¬ 
pensity to save, so that income distribution 
at any point of lime is bound to be more 
skewed than consumption distribution. 
Fourth, and this tollows from the previous 
points, the fact is ignored that a constant or 
declining concentration of expenditure 
(whether in nominal or real terms) is quite 
con.sistent logically with an increasing con¬ 
centration of incomes. 

Thus, in a situation of inflation in 
necessities prices, which simultaneously 
represents a profit inflation for producers 
of necessities as has occurred in India since 
1960, nominal expenditures of the very poor 
(located in the lowest deciles of consump¬ 
tion expenditure distribution and with the 
highest proportion of necessities in total 
outlay) would have to rise faster than the 
nominal expenditure by the rich in order to 
maintain the same real consumption basket 
over time. (The poor would have to try to 
maintain their real consumption or they 
would die, since the initial level is already 
rock-bottom; hence, logically increased bor¬ 
rowing could be expected, as indeed is shown 
by the Rural Labour Enquiries.) 

At the same time profit incomes accru¬ 
ing to the rich in consequence of inflation 
would be almost entirely saved and not con¬ 
sumed. Therefore, nominal expenditure con¬ 
centration may be expected to decline while 
real expenditure concentration remmns near¬ 
ly constant arid income distribution worsens. 
Real expenditure distribution may even 
register a spurious improvement if, over 
time, the rich shift more to institutional 
forms of consumption (company or govern¬ 
ment flats and cars, expense accounts, 
costless flnancing of housing) which ate not 
captured by household-centred-consumption 
enquiries, such as the NSS, which, it is 
widely recognised, “do not adequately cap¬ 
ture the consumption profiles of the rich*’.*' 


A recent rather more careful estimate of 
real expenditure changes over lime, using 
appropriate deflators for different expen¬ 
diture groups, finds that there has been no 
change in the concentration of real expen¬ 
ditures as measured by the Oini coefficient 
during the period 1961-62 to 1973-74. The 
absolute level of real expenditure of the 
poorest is such that the authors are con¬ 
strained to remark, “the subsistence level of 
consumption is so low that one may even 
doubt whether physical existence is at all 
possible at such a level”, and note that “the 
level of living of the poorest is found to be 
worse in 1973-74 than in 1961-62”.** At the 
same time the rate of savings in the economy 
has been rising steadily; it has attained at 
least 20 per cent ol national income by the 
late scsentics and is projected to use to 25 
pet cent in the Scsenih Plan 1 ho rise in the 
sasings late combined with unchanged real 
cxiienditure distiibution on consumption, is 
a conclusive indicaioi of woisemng oveiall 
income distiibution under Indian conditions 
where much of labour i> non unionised and 
fiscal policy has been regressive 

On the proposition that worsening of in¬ 
come distribution does not “logically” lead 
to a reduction of industrial demand, it can 
and has been as logically argued that the 
shifting commodity composition of de¬ 
mand, with an increasing weight of luxury 
goods, such as electronic products and 
automobiles at the expense of textiles and 
other necessities, will, by rai'.ihg the import 
content of manufactures, lead to domestic 
recessionary effects.** The composition of 
effective demand, and its growth, really 
forms the crux of the question of the 
political economy of agricultural develop¬ 
ment speciflcally and of the economy 
generally. Our basic proposition is that the 
socially narrowly based path of landlord 
capitalism combined with inflationary Plan 
financing leading to worsening income 
distribution, is simultaneously a path which 
generates a lower long-term growth rate of 
agricultural income and hence of industrial 
demand, than would a more egalitarian path 
initiated by a drastic land reform. 

The strategy of relying substantially on a 
profit inflation, has evidently ‘succeeded’ in 
curbing the rate of growth of mass incomes 
and mass consumption-for certain sections 
like rural labourers, to the extent of real 
earnings decline over certain periods—and 
has raised the savings rate in the economy. 
But the problem inherent in this same 
strategy, is that of an inadequately etpan- 
ding mass market for consumption goods. 
The distribution of effective demand has 
shifted markedly towards the labour hiring 
classes and upper salariat whose burgeon¬ 
ing demand for import-intensive consumer 
durables—televisions, VCR, electronic pro¬ 
ducts, motor cars and motor cycles—for 
synthetic textiles and for real estate and 
housing, has been determining for some 
years now the directions of profitable invest¬ 
ment. In the past the spontaneous pulls of 
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market demand operated against barriers 
imposed by an apparatus of controls 
designed—whatever their actual effective¬ 
ness—to restrict monopoly, conserve foreign 
exchange for essential productive imports 
and prevent the penetration of foreign 
capital. While a shamc-taced, piecemeal shift 
away from these priorities has been visible 
in official policy since 1980, the decisive 
break with the past has come, undoubtedly, 
with the 1983 Budget. This along with a 
range of new policies including on mono¬ 
polies and on foreign capital, clearly amount 
to an entirely new strategy of promoting elite 
consumption in the hope of generating 
growth (which is then ecpected to 'trickle 
down’ automatically to the poor) 

WORK PROGRAMMES FOR 

Capital Formation 

>Vhere docs the new economic policy leave 
the 300 million plus poor in the country who 
stubbornly remain poor despite sundry 
statistical attempts to push them above the 
‘poverty-line’? There can be no doubt that 
it is the lack of purchasing power, or the 
limitation of mass effective demand, with 
the poorer 50 per cent of the population, 
which accounts for their inability to absorb 
the bumper harvests of the last two years; 
the paradox of widespread hunger among 
the rural poor in particular, combined with 
unprecedented stocks of now over 29 m 
tonnes of foodgrains with government, some 
of which has rotted in monsoon weather for 
lack of adequate storage —js so striking that 
it has been noted by a number of observers 
of the economic scene. We may note that the 
per capita food availability and absorption 
in China today is somewhat over SO per cent 
higher than in India; the argument some¬ 
times beard, that we consume already as 
much as it is physically possible to consume; 
is simply not true. If the requisite purchas¬ 
ing power with the poor existed, a gross 
foodgrains output of at least 230 m tonnes, 
or 100 m tonnes more than the actual out¬ 
put today could be easily absorbed by the 
Indian population, as an output of 373 m 
tonnes (1984 figure) is absorbed by the 
Chinese population, which is a little less than 
one and half times India’s. (Of course not 
the entire amount would be consumed 
directly as grain; some part would represent 
seed and some part animal feed, converted 
in part again to protein-rich foods.) 

The obvious solution to our unemploy¬ 
ment and poverty problem, which is at the 
same time a problem of inadequately grow¬ 
ing, mass effective demand for food and 
manufactured goods, is to use the un¬ 
precedented foodgrains stocks for an all-out 
attack on poverty by undertaking to supply 
food against work for productive capital for¬ 
mation, especisdiy in rural areas, on a 
massive scale. What is required is the for¬ 
mulation of schemes for harnessing un¬ 
employed and underemployed labour in 
irrigation, soil-conservation, terracing. 


afforestation, drinking water supply, rural 
industry and non-conventional energy pro¬ 
jects. Instead of the present lack-adaisical 
approach to 'poverty removal* as a system 
of doles to the destitute, from which petty 
functionaries and contractors filch at every 
level until only a fraction of the outlays reach 
the poor, what is required is a total restruc¬ 
turing of the administration of such employ¬ 
ment generation schemes. Firstly, if the 
benefits of such schemes are to go to the 
rural poor comprising some 60 per cent of 
the rural population mid not be siphoned off 
by the rural rich monopolising land and 
assets, the institutional.framework of co¬ 
operation among the rural poor becomes 
essential; work for building community 
assets will only be undertaken with en¬ 
thusiasm if it is perceived to benefit every 
member of the community contributing the 
work, not merely in terms of the immediate 
wage payment alone but also in terms of the 
ownership of the productive asset created, 
be it reclaimed waste land, afforested 
hitherto barren hills, a factory processing 
fruit, or a source of drinking water. Second¬ 
ly, the administration of the schemes has to 
be not 'from above’, but ‘from below’, by 
evolving suitable institutions, or perhaps 
utilising existing institutions like the 
‘panchayats’ provided these are made 
representative of the poor. 

.Such a large-scale programme ot general 
mg purchasing power in the hands of the 
poor and simultaneously giving a ‘big push’ 
to rural capital formation and essential 
social consumption with the assets created 
to be owned by the poor themselves, would 
require at least a five-fold expansion in the 
(unofficial) total Seventh Plan outlay of 
Rs 8,000 to Rs 10.000 core In short, an 
annual outlay of this order is required, which 
would imply an outlay per month ot around 
Rs 30 per capita of the population in 
poverty.''* Such a ‘big push’ in rural invest¬ 
ment would generate employment and in¬ 
comes, which through multiplier effects 
would rapidly expand the demand for 
manufactured products as well. The avail¬ 
ability of large food stocks combined with 
excess capacity in textile mills implies that 
the inflationary potential of such a ‘big 
push’ can be kept to a minimum through a 
mix of suitable measures; payment of the 
remuneration to co-operative members 
largely in kind, extension of the public 
distribution of manufactured necessities 
(textiles, kerosene, etc) against which the 
cash component can be exchanged; and a 
stepping up of direct taxation substantially 
to flnance the outlays. An agriculture 
holdings tax on the top one-eighth of land 
ownering households (who monopolise over 
half the total land and asseu) and on traders 
would bring some 11 million housdiolds into 
the net of direct taxation; while enhanced 
corporate taxation and taxation of urban 
profmsionals with punitive measures for 


default, would be required. In the long run, 
the consumption of the poor cannot be in¬ 
creased without curbing Uie luxury con¬ 
sumption of the rich. 

Such a ‘big push’ in rural areas to put pur¬ 
chasing power in the hands of the poor and 
to enable them to own productive assets, 
would lead to a mass expansion of the 
demand for such wholly Indian-made goods 
as bicycles, radios, watches, plastic goods, 
textiles (including synthetics), etc, which in 
its aggregate expansionary impact would 
exceed by far the very dubious effects of the 
present policy of encouraging the demand 
for heavily import-dependent electronic 
goods and other durable consumption goods 
on the part of the rich. 

A socially broad-based expansion of 
effective demand constituted by expanding 
purchasing power in the hands of the poor 
SIX deciles of our population, would not only 
lift the consumer goods manufacturing 
sector out of the doldrums but this in turn 
would extend its linkage effects to the capital 
goods industries. 

Thi imperatives of economic rationality 
at this juncture are clear: whether the 
balance of social forces in the country will 
ever permit the policies consistent with 
economic rationality remains to be seen. As 
Paul Baren remarked long ago, just as 
whether meat is cooked in the kitchen is not 
decided in the kitchen, what happens within 
agriculture is determined outside agri¬ 
culture." 

Mode of Production Derafe 

Finally, from the problematical present 
and the uncertain future, let us turn to a 
more soothing contempletion of mote 
abstract questions: Where are we today, after 
a quarter-century of the growth of the 
capitalist tendency, with regard to the ‘mode 
of production’ controversy. At the outset one 
should be clear that the debate of the early 
seventies, so cogently surveyed and discussed 
by Alice Thorner recently,^* had more 
limitations than positive contributions to 
make to our understanding of India’s chang¬ 
ing agrarian structure. The positive contribu¬ 
tions were; perhaps, to raise afresh the peren¬ 
nial questions of how ‘capitalism’ and 
‘feudalism’ are to be conceptualised general¬ 
ly and in the specific context of an ex¬ 
colonial economy. 

After that debate; for example, no one will 
rush to comiiute the size of the capitalist 
sector only on the basis of the ana cultivated 
by hired laboun for this is a necessary but 
not sufficient index of capitalist production, 
as Thorner himself had pointed out. Tlie 
limiutions of the debate sprang from a lack 
of theoretical clarity ngarding the use of 
concepts such as ‘mode of production’. An 
analytical concept of Marxist theory tended 
to be used freely and illegitimatdy as a 
descriptive term, to the extent that people 
talked of “the mode of production in 
agriculture^*, a logical extension of which 
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could become nonsensical rubrics like “the 
mode of production in l^t Bengal agri- 
cultuie^’t or worse still, “the mode of pro¬ 
duction under the Ak^s of Punjab”. New 
“modes of production” started being in¬ 
vented to correspond to the empirical reality 
of particular social formations at a par¬ 
ticular point of timc^ such at “the colonial 
mode of production” A major reason for 
my own non-participation in the debate, 
after 1973, was the convictitm that methodo¬ 
logically speaking; it has gone off the rails. 

In sum, I would consider it necessary and 
legitimate to employ the analytical concept 
of “mode of production” develtmed by Mars 
along with its supportive theoritical 
apparatus; but would consider it illegitimate 
to reduce it to a term which is merely 
descriptive of specific empiric^ coajunc- 
tures in a given social formation in transi¬ 
tion such as India is today. The very posing 
of the question—what is the mode of pro¬ 
duction in Indian agriculture?—is a theore¬ 
tically impermissible use of the category. It 
is, however, perfect^ correct to ask the 
question—what is the extent and nature of 
the development of the capitalist tendency 
within Indian agriculture? This is the ques¬ 
tion to which tny paper has been addressed. 
My own tentative answer to this question has 
been advanced already: the capitalist path 
in India’s agriculture is one dominated by 
a socially narrowly basM “landlord capiu- 
iism” with semi-feudual feature, of caste 
subordination of workers, which is capable 
of raising the level of productive forces only 
undei certain exceptional conditions, and 
which acts as a long run fetter on agncultuial 
growth, and hence on the overall growth of 
the economy. 
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48 Keynes, J M, 1971, "Deatise on Monqr; The 
Applied Theory of Money”, Ch 30, “Col¬ 
lected Works”, Vbl VI, Macmillan and (XJP. 
49 Ahluwalia, M S, 1977 ‘Rural Poverty and 
Agricultural Performuice in India’, Joumtd 
of Development Studies, whose work is 
invoked by Desai, A V and Ahluwalia. I J, 
to argue thM income distribution has not 


792 



BtONOMIC AND POtltlCAL WEEKLY 


May 3. >986 


worsened, does not hinudf put forward any 
such conclusion (which indeed would be 
logically quite untenable on the basis of his 
exercises with nominal consumption data). 
In fact he correctly sutes, though only in 
a footnote, “Thus a decrease in inequality 
of consumption is consistent with an 
increase in inequality of income but our 
focus here ti not whether income ineguality 
increased, which it probably did, but 
whether agricultural growth produced 
absolute impoverishment" (Fn 19, p 322, 
emphasis added) 

Ahluwatia wished to test the very strong 
proposition that green revolution is asso¬ 
ciated with an increase in the percentage of 
population in poverty such an increase 
however, is not a necessary condition for an 
increase in income equality His results are 
quite consistent with increasing income 
inequality, and in fact they do not rule out 
increasing absolute impoverishment in 
certain regions either Ahluwalia finds the 
following on fitting time trends to produc¬ 
tion data, and analysing trends in the m 
cidence of poverty relative to production by 
states (d) there has been "stagnation in out¬ 
put per head" during 1957-58 to 1973 74 
(p 308), (b) “the iniidence of poverty for 
almost all states, using either of the two 
poverty measures, dethnes upto the early 
sixties and then begn to rise again, reaching 
a peak in 1967-68 or 1968-69, and decim 
mg again thereafter” (p 304), (c) “there is 
deal evidence of an inverse relation between 
rural poverty (add incidence) and agn 
cultural performance” at the^ll India level 
using various indices of output per head 
(p 310), (d) At the states level however, some 
of the fastest growing regions including the 
heartland of ‘green revolution*, show no 
dedine in poverty incidence "Six states 
(Kerala, Orissa, Punjab and Haryana, Ihiml 
Nadu. UP and A\e$t Bengal) show signi¬ 
ficant growth in output per head Yet as 
shown in Thble 4, none of these states show 
a signiticant trend decline in the incidence 
of poverty and West Bengal actually 
shows a significant trend increase" (p 312), 
"rinally, the most disquieting feature of our 
results IS the evidence from Punjab Haryana 
which does not support the hypothesis that 
improved agricultural performance will help 
reduce the incidence of poverty (p 315) 
We have quoted at some length from 
Ahluwhalta M S, 1977, so that the reader 
may judge just how misleading and dis¬ 
ingenuous IS the procedure of Desai, A V, 
and Ahluwalia, IJ, in invoking these results 
on poverty measured bv consumption, in 
support of their proposition that income 
distribution has not worsened The result 
that inequahty in nominal consumption ex 
penditure declines over time (which was also 
shown in a number of papers in Bardhan 
and Srinivasan (eds), "I^erty and Income 
Distribution in India”, is entirely consistent 
with increasing income inequality Ahlu- 
walia, 1977, does not attempt to apply fxof 
tile specific deflators to nominal expen 
ditures to get an idea of real consumption 
inequality (through recognising the n^ to 
do so, p 319): nor does he take cognisance 


of saving and dissaving in the text when put¬ 
ting forward the (inconect) inference that 
“the view that agHcultural growth within 
the present mstitutional constraints does not 
contnbute to poverty aUeviation, and mdeed 
may generate absolute improvenshment for 
the- poor in the sense of declining real 
income implies that we should also see in¬ 
creased relative inetpiality in the distribu¬ 
tion of consumptiorf (p 318, emphasis 
added). In fact, increasing consumption 
inequality is logicaly not a necessary con 
dition of increasing income inequality (as 
the author himkelf recogmses in fn 19 
quoted earlier), nor is it practically at all 
unlikely that in India the very poor, already 
at a rock bottom level, maintain real con 
sumption despite falling real income, by 
borrowing Hence Ahluwalia’s result on 
declining nominal consumption inequality 
does not logically rule out absolute im¬ 
poverishment. either, 
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See Rule 4A(I) 

Form of <jeneral notice to be given to the 
member j of the Public before making an applies 
tion >o the Central Government under subsection 
(9) of Section 92 of the Monopolies and Restric 
tive Trade Practices Act 1469 

NOTICE 

It IS h’ eby ot f ed for the information c f the 
public that Mr ATULVA V MAFATlAl (as promoter 
of a new Pub k limited Company) proposes to 
make an application to the Central Government 
in the Department of Company Affairs New 
Delhi under sub section 9) of'section 9? of the 
Monopolies and Re tr < tive Trade Practices Act 
1969 for approval to tt e evtabi shment of a new 
undertaking unit division Brief partiru ars of the 
proposal an as under 

1 Name and address of the spplicirt 
Mr ATULVA V MAFATlAt 
(as crornoter ot a new Public 
L m ti d Cornpaiiyi 
Mdlalial H luse 
Ba Ibay Rt.la at on 
Bo iibay 400 020 

9 (apital structure rf tie applrant 
organisation 

Proposed Ectuiiy Capital of 
Rs 50 Crores 

I Management stijctuie cf tne ap 
pi cant organ sation ndraing the 
names of tte dirrclnrs nc. uding 
TIBI agin t/wnoletime diieitors and 
managers if any 

Shri yogndra N Mafatlal wll be the 
Chairman of the rrw Coti peny 
Other Oirectnis of the i ew Company 
to be decided n due course 

4 Indicate whether the proposal relates 
TO the establishment of a new under 
taking or a new un t div s on 

New Undertakir g 

5 location of tfe new undertak ng/ 
unit/diYision 

Near Vieag in Andhra Pr idesh grate 

6 Capital structure of the proposed 
undertaking 

Equity Rs 50 Crores 

7 In rase the proposal relate, to the pio 
ducfion storage supply distribution 
marketing or control of any goods/ 
ait cits indicate (i) Names of gocjds/ 
articles (ii) Proposed licensed capa 
c ty (III) estimated ann lai turnover 
Polypropylene Propylene Oxide 
Propylene Glycol and Polyols - 
119500 Tonnes per arnuni 

The estimated annual turnover of 
these products would be approxi 
mately Ite 910 Crores 

8 In case the proposal relate- to provi 
Sion of ar«y service state tte volume 
of activity in 'erms of usual measures 
such as value incon e turnover etc 

Not appteable 

9 Cost of the proje t 
Rs 175 Crores 

lOScheme of firance ndicating the 
amounts to be raised from each 
source 

Equity Capital Rs 50 Crores 

Debentures Term loan 
Foreign Exchange loan 
including suppi ers 

credit Rs 125 Crores 

Any person interested in the matter may make 
a representation m quadruplicate to the 
Secretary Department of Company Affairs 
Government of India Shastri Bhavan New Delhi 
within 14 days from the date of publication of 
this notice intimating his views on the proposal 
and indicating the nature of his interest therein 
Dated at Bombay this 24th day of April 1986 
Name ATULVA V MAFATIAL 

Designatxw Promoter of a new Public 

limited Company 
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Women and Sexism 

Language of Indian School Textbooks 

Narendra Nath Kalia 

Sexist language, by redtflning social reality mirrors and enhances a collective strategy for gendei^based disciimina- 
tion. Today's writers and editors cannot evade the responsibility for sexist usage especially in materials specifically 
produced for classroom consumption. And yet, Indian textbooks continue to exude sexist bias both in terms qf 
choice of content as well in their language. This article is based on a survey of 41 Indian school textbooks and 
supports the view that eliminating sexist language is an important precondition to destroying sexism in society. 


ALMOST 20 years ago, India’s official 
educators promised to deliver a curriculum 
that would recognise and nurture the funda¬ 
mental equality between men and women 
(Education Commission, India. 1965: 4). 
The Indian government agreed to rewrite the 
textbooks of independent India to prepare 
its young for an era of equality by inspiring 
each sex to develop a proper respect toward 
the other [because] it is unscientific to 
divide tasks and subjects on the basis of sex 
and to regard some of them as "masculine” 
and others as "feminine”. Similarly, the fact 
that the so-called psychological differences 
between the two sexes arises, not out of sex 
but out of social conditioning, will have to 
be widely publicised and people will have to 
be made to realise that stereotypes of 
“mascubn^’ and “feminine^’ person^ties do 
more harm than good (Ibid, pp 4-5, emphasis 
in the original). 

However, our government’s performance 
never neared its promise (Kalia, 1979,1980). 
Indian school textbooks have continued to 
exude sexist bias despite the pompous pro¬ 
clamations of our ofricial locators and 
their almost dictatorial control over the con¬ 
tent of these textbooks. Tb determine the 
extent of sexism in Indian textbooks, I con¬ 
ducted a computer-aided content analysis of 
21 English and 20 Hindi language-instruc¬ 
tion textbooks, prescribed yearly for more 
than 13 lakh students in Haryana, Punjab, 
Rgjasthan, Uttar Pradesh and Delhi. These 
41 books included texts prepared or used by 
two national agencies: National Council of 
Education Research and Daining (NCERT) 
and Central Board of Secondary Education. 

What I found was damnable. Not only 
were the majority of characters male, but in 
75 per cent of the lesson plots men also 
emerged as dominant figures. There were 47 
biographies of men, only seven biographies 
of women. Men routinely abu^ and 
violently beat women in many lessons. Over 
100 female characters were victimised as a 
result of their sex roles. In most lessons, men 
ventured out to seek fame and fortune; while 
wpmen stayed home to wash dishes and 
clothes. Males in Indian textbooks occupied 
high-prestige occupations. Both in and out¬ 
side the home, they appeared the dominant 
decision-makers in the wide range of 
activities. Of the 465 occupations held by 
characters in the plots, women were com¬ 
pletely excluded from 344. Most women were 
rdegated to low-prestige, low-income posi¬ 
tions (housewife, servant, prostitute). Their 
authority to make decisions was generally 
restricted to domestic matters. As if catering 
to a male readership alone, the authors and 
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editors of Indian textbooks used nouns and 
pronouns that excluded females from 
generalisations about human society. In the 
following sections, I have attempted a 
prescriptive analysis of this last feature of 
Indian textbook writing—-sexism in language 

Does Sexist Language Contribute 
TO Sexism in Society? 

In discussing the issue of sexism and 
language partisans are often drawn to the 
metaphor of illness: symptoms and disease 
One side of the argument maintains that 
where sexism is the disease sexist language 
IS its natural manifestation, as red spots are 
of measles Just as a physician would not 
cure measles by bleaching out the red spots, 
we must not hope to cure sexism by blan¬ 
ching language of sexist constructions. Such 
an enterprise would, in fact, be a ridiculous 
waste of time 

On the other side of the argument, sexism 
remains the disease, but sexist language is 
the critical symptom that actually defines 
the disease and, like seizures in epilepsy, 
sexist language can itself be debilitating. 

Since arguers for the first case do concede 
that some linguistic changes are justified 
when terms or usage demean members of 
a group through innuoido and implication, 
thus causing psychological damage to the 
subject and reinforcing prejudice in the 
speaker, the question to ask is: how do we 
derine sexist language? Vetterling-Braggin 
provides one answer' 

A word or sentence is sexist if its use 
creates, constitutes, promotes, or exploits an 
unfair or irrelevant distinction between the 
sexes [and] if its use contnbutes to, pro¬ 
motes, causes or results in the oppression of 
either sex (1981: 3-4). 

In a more inclusive sense, sexist language 
IS a symbolic device that "limits the activities 
of one sex, but not those same activities of 
the other” (Shute, 1981). Sexism in a society 
complements the existence of sexist language. 
Sexist terminology distinguishes between 
people purely on the basis of biology. It 
defines the ’masculine’ or ‘feminine’ labels 
attached to roles, statuses, ideas, behaviours, 
activities; and condemns those who in any 
way overstep the bounds of their sex role 
stereotypes. Sexism in language allows an 
ideology to legitimise the prescriptions and 
appraisals of every human endeavour solely 
on the basis of gender. 

Language uses us as much as we use 
language; so, sexist language vents, spreads, 
and reinforces sex role stereotypes. Our 
opinions on any given matter are generally 
shaped by the way in which the original facts 
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were presented to us. Lakeoff explains. 

If we feel positively towards any given thing 
in the world, we are more likely to describe 
that thing by using words with positive con¬ 
notations than we are by using words with 
negative connotations. For example, if I 
admire a person who is capable of indepen¬ 
dent thinking, I am more likely to describe 
that person as “strong-minded” than I am 
to describe that person as “pig-headed” 
(Cited in Vetterling-Braggin. 1981: 56). 

The same process applies when we receive 
sexist messages. If we speak the way we think 
and if our thinking determines our behaviour, 
then sexist language has serious negative 
consequences for social interaction. By 
enabling us to speak/think of women in un¬ 
favourable terms, such language actually 
prompts us and those who hear us to believe 
that women are, in fact, bad or inferior. 
When you think negatively of a group’s 
members, you are not going to treat them 
fairly. When such attitudes become group- 
held convictions, they help to dig the moat 
between oppressors and oppressed. 

Specifically, sexist language oppresses 
people through metaphoric identification 
(Ross, 1981), exclusion, labelling, and 
referential genderisation (Beardsley, 1973). 
Metaphoric identiHcation involves the deep 
structure of words and phrases—their 
etymologies, allusions, psychological under¬ 
tones. Sexist language conveys prejudice 
through the everyday vocabulary used in 
social intercourse. Many gender-related 
words meuphorically insult or belittle 
women by identifying them as children, 
animals, or objects: girl (used in reference 
to a woman), ‘baby’, ‘dish’, ‘chick*, ‘hot 
tomato’, ‘bitch’, (‘son of a bitch’ for men), 
‘(jog’, ‘sugar’, etc. 

Exclusion involves the creation of sex- 
based names, terms, and expressions to 
characterise essentially sex-neu^ positions, 
occupations, etc. Through exclusionary 
devices, sexist language restrains one gendw 
from pursuing activities similar to those 
allowed the other gender in the same society. 
Words such as ‘chtdrman’, ‘foreman’, ‘fisher¬ 
man’, exclude women by calling to mind 
male actors; thus, implicitly eliminating 
qualified women from consideration in these 
positions and occupations. 

Labelling assigns the arbitrary tags 
‘masculine’ and ‘feminine^ to areas ttaitt have 
no relation to gender. In everyday life; 
aaivhies such as washing dishes or playing 
quitely may be despised by boys simply 
because they carry the label ‘feminine’, the 
bane of ‘masculinity'. 

Referential gendeiBatum invedves Hngiiiatic, 



pneticcs that mcourafe the use of one- 
gender pronouns as universal generks 
appropriate for signifying both the sexes 
The use of masculine pronouns as ^nerics 
IS the most blatant example of such incorrect 
locution By legitimising the ambiguity of 
the masculine pronoun (he may mean a man 
or It may mean a man or woman) referen¬ 
tial gcnderisation ignores the fact that for 
every ‘he’ in the language there u a reciprocal 
She’ in perpetuating such usage, patriarchal 
grammar also promotes the notion that 
women as individuals, and leminme pro¬ 
nouns as words, are inferior and limited in 
comparison with their male counterparts 

Mai F ChNIFRFD LANG'JAOF 

sexist language—what I shall here call 
male centered language, since there are few 
examples of female centered language and 
none of them appear in the Indian textbooVs 

reflects more than linguistic preference. By 
redefining social reality, it mirrors and 
cnchances a collective strategy for gender- 
based discrimination Ihke, for example, the 
criteria of excellence in a patriarchy In her 
discussion of the ‘otherness’ of women, 
Simone dc Beauvoir (1970 * 19)1 showed how 
men and male achievement have come to 
lepiesent the standard, the ideal In com 
parison, women are always the ‘othu’— 
somehow unintelligible and inferior The 
language ot Irdian school textbooks pro 
motes similar arrogance with an eagerness 
bordering on obloquy, the best of humanity 
is masculine The ideal of “man” is often 
used to measuie a person’s worth A 
character aspires to “meet death like a man’ 
(TIO II) implying that to be brave IS to be 
a man, or vice \ersa In another textbook 
story, knowledge is incarnated as a male 
Most essays on greatness lean so heavily on 
the use of 'man' that the females are virtual 
ly excluded from the realm of higher achieve 
ment When used to describe a woman 
‘man’ is usually intended as a supreme com 
pliment, as in “Though a woman, she plaved 
a part any man might be proud of’ (T9 41), 
or this gem from Mahatma Gandhi, “India 
IS less manly under the British rule than she 
was ever before” (T4 75) 

How docs this affect the readers*' Couch 
ing all our broad statements about the 
human race in male centered language has 
dangerous consequences female readers 
might not identify with what ‘man’ has 
done When women are excluded from 
‘man’s’ achievements, they are left as spec 
tators Subsuming females with the word 
‘men’ confirms the patriarchal dictum that 
men are showhow the legitimate, inside, real 
members Women are the exceptions, the 
outsiders Just as a boy might feel that a 
book entitled “Wbmen and Her World” isn’t 
meant for him, girls may now feel excluded 
from books with titles like “Man and His 
World” 

Nowhere is this more apparent than in the 
use of ‘man’ to mean all people ‘Mankind’ 
in Indian textbooks denotes humanity, 
‘womankind’ does not “One step for 
womankind” does not include both female 
and male persons as “one stqs for mankind’’ 
does Our linguists at the Central Institute 
for English at Hyderabad do not regard 
‘mankind* as a mere vestigial ellipsis for 


'humankind*: they continue to assign the 
word man a special privilege in relation to 
humans, while denying the same margin to 
the word ‘woman’ 

I concede that sexist language is a ne< es 
sary evil in ancient literary works I also 
concede that the responsibility for sexist 
language may sometimes he less with the 
textbook Authors than wnth the way grammar 
evolv.U in patriarchal sooeties 1 am not siig 
gesting that editors and textbook approvers 
should strike from their anthologies all 
literary works, however important, that con 
tain male-centered language Yet, today’* 
writers and editors can no longer evade the 
responsibility for sexist usage in materials 
specifically produced for classroom con 
sumption An editor, adapting a work of 
literature for textbook lessons, need not 
slash Its soul by falling prey to linguistic 
insensitivity Witness this adaptation of 
Rabindra Nath Thakur’s story ‘Horse’ in the 
NCERT’s “Dear to All the Muses An 
Anthology of Contemporary Prose’ (pre 
scribed for class XII semester three of the 
+2 course) 

lb the new anunal He made. He gave neither 
horns nor claws, He gave it teeth that could 
chew but not bite The energy He gave it was 
enough to make it useful on the battle field 
but He gave it no taste of its own for bit 
ties The animal came to be known as the 
Horse (T2 2) 

The same passage in “New English Course 
Reader” (prescribed for class IX of Rajasthan 
Secondary Schools) reads 
The new creature was given neither horns nor 
claws, and his teeth were only meant for 
eating not for biting The care with which 
fire was used, made him necessary in war 
without making him warlike This animal 
was the Horse (T1 55) 

How can one explain the masculinisation 
of the horse in the Rajasthani version’’ 
Perhaps with these words by the editors of 
the “New English Course Reader” 

A great deal of licence has bren taken with 
the original works which have been adapted 
to fulfil the requirements of the structures 
and vocabulary prescribed for the Secondary 
School syllabus (Tl Preface) 

Such liberty to assign gender linked pro 
nouns to animals is unnecessary and un 
desirable With creativity and a bttle caution 
we can create language free of past debris, 
and truly reflective of reality Examples in 
the following poitions of this paper will 
provide suggestions and models for such 
writing 

‘Man as a GtNtRic Term 

Why do wt operate under the delusion 
that the word man and its pronominalised 
attendants ‘he*, ‘him ‘his’ inevitably "iclude 
women^ English speaking people derive this 
notion from the earlist Anglo Saxon 
linguistic tradition in which ‘man meant 
person or human being Anentirdydifteient 
word distinguished male human beings from 
female human beings In the course of time, 
patriarchal writers eliminated the dichotomy 
by using the word ‘man’ to generalise about 
both sexes By the eighteenth century, the 
generic use of ‘man’ had been established 
as common usage However, it still bothered 
some writers oiou^ to prompt parenthetical 


clarifications. Witness Edmund Burke, 
writing about the t rench Revolution “Such 
a deplorable havoc is made in the minds of 
men (both sexes) in France ” By the time 
Thomas Jefferson wrote “all men are crated 
equal” and “governments arc instituted 
among men, deriving their just powers from 
the consent of the governed;’ such claritica- 
‘lons had become so unnecev»ary that 
Jefferson probably never even suspected that 
his statement, in an era before women’s vote, 
would apply only to males and not to all 
eitirens of the young American republic 
(Miller and Swift, 1980 10) 

Using ‘man’ to mean people causes 
ambiguity and confusion What is one to 
hmk, for instance, ot this exchange between 
Yiidhisthir md Yaksha in ‘Enchanted Pool’ 
“What rescues mar n danger’’’ ‘,..ourage is 
man’s salvation in danger' ‘Wh,. accom¬ 
panies a man aftei death’’’ ’’ (T9 29-30) 
Such usage of ’man’ 'o signify both gender* 
IS rare in spoken language Hearing a 'peakei 
address an audience of males a d femalei 
as ‘men’ would seem strange indeed Who 
would say, “All the men in my family have 
always been dark skinned” when they mean, 
“Everyone in my family has always been 
dark skinned”’’ Onlv an odd reporter would 
inform readeis that ‘Evciy man is dead'” 
when referring to the male and female 
victims of a house fire 
It IS incor ect to presume that ‘man’ is 
universally understood as a term denoting 
the image of a person The uae of masculine 
pronouns almost always brings to mind male 
human beings (Millei and Swift 19’’6) 
Children have particular difficulty in discer 
ning the images of both ma'es and females 
in the word ‘man Studies of children’s 
perceptions in the classroom clearly indicate 
that Students, whose reading assignments 
use the so called generic, subliminal'y 
perceive male characters significantly more 
often than students who read similar assign 
ments in which the word ‘people’ replaces 
‘man’ (Nilsen et al, 1977) Another recent 
study found students trom elementary 
through secondary school contused over the 
nature of the referent in common expressions 
such as “The child is father to the man” 
Even their teachers could not answer with 
certainty whether the terms in question were 
generic or specifically male related (Pincus 
and Pincus, 1980) 

The currently acceptable generic use of 
‘man’ is also illogical because one cannot say 
the same kinds of things with ‘woman’ or 
‘she* as one can with ‘man’ or ‘he’ The 
generic application of masculine nouns/pro 
nouns IS inherently faulty as this famous 
syllogism attests 
All men are mortal 
Socrates is a man 

If ‘man’ were really r cutral, one would be 
able to substitute any name for Socrates, 
even to say 

Lata Mangeshkar is a man 

Tokenism Wu i noi Do 

In some textbooks, token attempts to 
include women result in even more confu¬ 
sion and greater insult 

The franchise widened continually until it 
became universal, until the elections were 
held on the principle of “one man (or 
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woman) one vote” .. “One man, one v<^’ 

IS also called the principle of political 
equality. Implicitly, it gives equal weightage 
to every citizen whatever his (or her) sex, rac^ 
caste, religion or class. Men are divided in 
many different ways (T5; 79). 

The above appears in *'We and Our 
Covemnient”, an NCEKT social studies text¬ 
book that continually uses ‘man’ and male 
pronouns to mean both men and women. 
But when women are specifically included 
here, what are we to think of the numerous 
other times when they are not? When 
previously the “citizen” always did “his” 
duty or acted for the benefit of all the “men" 
in the village, are we now to assume that 
“his” denotes men and women? And then, 
what docs a word like “everyone” represent? 
In saying “whatever his sexi’ the writer’s 
generic usage is foolish—”his sex" being 
understood only one way—a problem 
similarly faced by writers trying to describe 
how difficult childbirth was for "primitive 
man”. 

The parenthetical use of “women” or 
“her” in the above quotation also in.suits 
women because it treats them as an after¬ 
thought The overriding impression is that 
their inclusion is not really legitimate; it was 
merely tacked on when feminist screaming 
got too loud. 

Sexist classification of Occupation 

Since most textbook lessons are not pro¬ 
tected by poetic licence and since modern 
language does not lack non-sexist synonyms, 
male-centred language is esfiecially inexcus¬ 
able in discussions about human labour. A 
glossary in “An English Course for Secon¬ 
dary Schools” describes the word artificial 
this way: "made by the art of man; not real 
or natural” (T8. 38). In other words, man¬ 
made. Why not use more sensible terms like 
‘synthetic*, ‘hand-made’, ‘manufactured’, 
‘fabricated’, ‘machine-made’, hand-built’, or 
instructed’? Besides being more fair to the 
women who actually produce much of what 
is brazenly called man-made, these words 
have the added advantage of being more 
specific. As shown below, sex-linked words 
can be easily converted to their generic 
equivalents; 


man (as a verb) 

operate, work, staff, 
serve on (at) 

manhood 

aduitnood, maturity 

manpower 

work force, workers, 
staff, personnel, 
human resources 

man-sized Oob) 

big, enormous, 
challenging 

manpowered 

muscle-powered, 

unmechanised 

man eating 

meat-eating, 

carnivorous 

man-hour 

work hour 

nltddlemaji 

go-between, liaison, 
trader 

right-hand man 

assistant 

manhole 

utility hol^ access 
hole 

manhole cover 

sewer cover, sewer 
lid 


Sexist classification of occupations 
advances the fallacy of socially significant 
work as “man’s business” through the use 
of three linguistic devices: 

—man’ as a suffix in job titles 
—uiminutive endings (‘ -ess’, ‘ -ette* and 
-trix’) for females 

—^voman’ as a modifier in Job descriptions 
The first two linguistic devices are obverse 
sides of the same coin. They both evolved 
when the occupations they described were 
generally held by meru Lately, one common 
technique of creating job titles that ack¬ 
nowledge women’s entry into previously 
male-only domains is to replace the suffix 
‘ -man’ with ‘ -woman’. This kind of suffix 
juggling simply highlights the hasty patch- 
work. We would never call a man who 
cleaned a building ‘charwoman’; instead we 
would call him a ‘charman’ (uncommon), 
‘scrubber’, ‘custodian’, or ‘janitor’, even- 
though the last three are generic and could 
as easily be applied to a woman who cleans. 
1 am not suggesting that the man who calls 
himself a ‘watchman’ must suddenly be 
forced to use another term; rather a woman 
in the same position could be called a 
^uard’, and this term should be used in the 
general job description applicable to both 
The same goes for words like; 


salesman 

saleswoman 

sales agent, 
sales 

associate, 
sales clerk, 
seller, sales 
person, sales 
lepresenta 
live 

business¬ 

business¬ 

business 

man 

women 

executive 

spokesman 

spokeswoman 

represen¬ 
tative, agent, 
speaker 

statesman 

stateswoman 

leader, 

diplomat 

chairman 

chairwoman 

chair, 

Chairpeison, 

presider 


Obviously, with all these words the correct 
sex-neutral noun will often depend upon the 
capacity of the position. For precision, 
business executives can be describe by th«r 
specific roles; ‘manufacturer’, ‘retailer’, 
‘importer’, ‘merchant’, etc. If we want to 
suggest something about the person’s 
character as well, there is always ‘entre¬ 
preneur’, ‘speculator* ‘capitalist’. And, when 
referring to the business community as a 
group, ‘business’ can replace ‘businessmen’. 

If you find the substitution of fisher for 
fisherman a little strained, let me point out 
that the "Oxford English Dictionary" has 
used fisher to mean somebody who fishes 
since the ninth century, and this term 
frequently appears in the King James ver¬ 
sion of the Bible By comparison, ‘fisher¬ 
man’ has a significantly shorter history. The 
English language provides a distinct tradi¬ 
tion for sex-neutral terms. ‘The crown’ refers 
to the monarch, the ‘bench’ to judges. As 
shown below, sex-neutral titles carry no 
additional psychological baggage: 


cameraman 

camera operator 

caveman 

cave-dwdler, 
primitive, early 
human 

chambermaid 

housekeeper 

charwomen 

office cleaner 

deliveryman 

delivery person, 
deliverer 

draftsman 

drafter 

gateman 

gatekeeper 

lineman 

line installer, line 
repairer 

mailman 

letter/mail carrier, 
postal worker 

news-boy. 

newscarrier. 

paper-boy 

paper carrier 

newsman 

newscaster, reporter, 
journahst 

pressman 

press operator 

repairman 

repairer, mechanic 

signalman 

signaller 

stunt man 

stunt performer 

workman 

worker, labourer 

Although some writers mistakenly assume 


that ‘ -or’ or ‘ -er’ endings signal occupations 
held by men (witness ‘actor’, ‘waiter’), these 
endings are sex-neutral regardless of their 
referents. In English, traced from Latin, the 
‘-er’ or ‘-or’ suffix means “do” or, more 
specially, “one who does” Thus, a teacher 
is one who teaches; and actor is one who 
acts; a farmer is one who farms, and so 
forth These endings form more correct job 
titles than those formed with diminutives. 

In distinguishing jobs done by women 
from those same job done by men, dimi- 
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People get born the sons of kings, and 
they grow up to inherit power and 
riches and then they say ta themselves, 
‘Now, what do I like begt?‘ (T3; 78) 

This comes from ‘A Dialogue on Civibsa- 
tion’, the introduction to “The Story of 
Civilisation” by C E M Joad. In one form 
or another, sections or adaptations from 
this book apjiear in numerous language- 
instruction textbooks. 

WHAT TO DO; After reading through the 
lesson, ask students to reread this particular 
page Then ask whether they think anything 
seems unusual about its language. Draw 
their attention to the usage of the word 
‘sons' to illustrate the reasons behind the 
use of male-centered language and the 
reasons such language should be avoided. 
Ask students about the grammatical im¬ 
propriety here: What does ‘people mean? 
What does ‘sons’ mean? What is the logical 
parallel to people in this sentence? To 
‘sons’? How does the meaning change wiKn 
you use the logically parallel terms? Who 
are children born to? do we read about 
I he “world of our fathers”, “the Children 
of Kingsl’ and so on? What is the female 
equivalent of kings? What words carry the 
same meaning but indude both sexes? Ask 
your students to recast the sentence in u 
many nonsexist ways as they can think of 
without sacrificing meaning. Their various 
answeis will probably come down to.'* “ibople 
are born the children of monarchs ... ”. 



native endings on\y belittle women, because 
thecndiiigs ‘ -ess*, ‘-ette^ and ‘-trix’ connote 
smallness of size or the qualities of sutotitute 
or imitation (witness ’leatherette^), they 
delegitimate the worth of the labour des¬ 
cribed. They imply that work done by a 
woman is neither as genuine nor serious as 
the same work by a man. No female writer 
of stature would ever accept the label 
‘aithoress*—as it trivialises her work. Yet, 
Iniia’s textbooks continue to describe 
Sarojini Naidu as a poetess, Amelia Earhart 
as a aviatrix, and numerous other women by 
the titles seamsticss, actress, songstress, etc. 

Following the -er, -or rule of definition, 
both sexes can be termed actors, aviators/ 
pilots, singers, dressmakers/tailors/designers, 
executors, stewards, waiters, bartenders, 
majors, and governors. The last two words 
become especially ridiculous when converted 
by diminutives, since the work they describe 
is far removed from the tasks of a ‘majorette’ 
or a ‘governess’, as we have come to under¬ 
stand those terms. 

If so many Indian students and teachers 
were not trained to take textbook lessons 
seriously, I could label the ridiculous gram¬ 
mar exercises that follow most lessons just 
that, and could move on to something more 
important. But the damage inflicted in our 
grammar exercises is too serious to be 
dismissed as innocent folly. Here is what “A 
Textbook of English Prose” (prescribed for 
Class IX by Board of School Education. 
Haryana; 4,25,000 copies in print) asks 
students to do: 

Change the gender of the following words 

and use them in your own sentences* maid, 

princess, queen, elephant, tiger, priest, (T7: 

92) poet, wife, she, man. girl, master (Ibid, 

112 ) 

What IS the male equivalent of ‘maid’? 
‘Butler’? But a maid’s job includes house¬ 
cleaning—something no pursed-lipped 
butler in his coat-tails would dream of 
touching ‘Charman’? But that suggests 
dingier work than that normally done by a 
maid. And what in the world is one to say 
to denote the sex-change of an elephant? 
’Elephantette’, ‘elephantess’, ‘elephantrix’? 
Nor is ‘mistress’, which is more likely to 
mean ‘lover’ unless preceded by 'head- ’, thus 
signifying a school principal, a proper 
feminine equivalent for ‘master’. Of its many 
definitions, ‘mistress’ has almost never 
meant an exceptional achiever. While we may 
say. 


Da Vind was a master of many arts. 

It would indeed odd to read. 

Sirimavo Bhandarnaike* is a mistress at 
political manoeuvring. 

Perhaps the Haryanavi educators would 
like us to use ‘mistress’ as the female 
equivalent of ‘master* in such forms as: 

She was a mistress pianist, 
or 

Prabha Dixit has mistressed the art of 
investigative reporting. 

Why Eliminate Sfxist Language? 

In the beginning of this paper, 1 had men¬ 
tioned how, when feminists argue that 
eliminating sexist language is an important 
precondition to destroying sexism* in a 
society, their critics maintain that social 
change affects linguistic change, not vice 
versa. However, this line of reasoning fails to 
... distinguish between words qua words and 
words qua used by speakers of the language. 
Words qua words are powerless to effect any 
change in the world, but the use of words 
.. can have the same effect as . paying 
employees on the basis of sex rather than 
ability (Shute, 1981: 25-26). 

By disavowing sexist language, we make 
it possible to eliminate its societal extensions. 
To paraphrase Pascal’s wager on the ex¬ 
istence of God; If sexist language is 
dangerous and we act as though it were not, 
we have all to lose. If it is not and we act 
as though it weie, we don’t lose anything. 
The risks lie in doing nothing, in remaining 
silent. 

[The following paper is based upon materials 
and themes discussed in Kalia’s forthcoming 
“Handbook on How to Eliminate Sexism”, New 
India Publications, OondaJ’s Press, New Delhi J 
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Tkblel 

Put the verb in brackets into the past perfect tense; The Bremen went away when they . 
[put] out the fire. (TI: 125). 

Change fireman to firefighters. 

Policemen do not either build roads or run hospitals or manage steel plants or shoot sttellites 
into orbit (T5: 21). 

Change policemen to police or police officers. 

In politics, the common nun can no longer be treated as an outsider (TS; 19). 

Change common man to common voter to average citizen. 

Laymen usually, and quite rightly, associate the entire government with the Prime Minister 
(T5: 49). 

Change laymen to citizens or people. 

Even democracies realise the importance of propoganda, and that has led to the growing 
importance of public rdations men (T6: 73). 

Chwige public radons men to public leladons personnel/agents, or simply use public relations. 
Knowing that a storm was coming, the flsbcaman... (TI: 123). 

Change Bskefmen to fishers. 
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P, DISCUSSION 


Drug Policy: Reinterpreting Issues 

K Jayaramau 


THIS has reference to your editorial on the 
drug policy {E.^W. March 8-15. 1986). Some 
of the observations made, while not being 
factually correct, also appear to give an one¬ 
sided picture regarding the operation of the 
drug industry in India. This comment seeks 
to present the other side, even while trying 
to clarify the factual position, wherever 
needed. 

First, It is not true that the health ministry 
has no role to play in matters relating to 
drugs. While the industry ministry, rather 
its sub-ministry of chemicals and petro¬ 
chemicals (now under a separate Minister of 
State) which was formerly a full-f.edged 
ministry of chemicals and fertilisers under 
a cabinet minister—deals only with the 
broad aspects of industrial licensing, raw 
materials allocation and pricing of drugs, 
the health ministry does, indeed, play more 
vital role in the matter of introduction of 
new drugs, banning of drugs considered 
harmful and ensuring quality standards in 
the industry as a whole. It also has a vital 
say in the matter of irrational combination 
of drugs and ordering their weeding out 
from the market. It is thus the responsibility 
of the Drugs Controller (India), function 
ing under the control and direction of the 
Union ministry of health, to enforce these 
various protocols, safeguards and standards 
prescribed, under the advice and guidance 
of a Ikchnical Committee of Experts, so that 
high quality standards are maintained and 
no harmful or hazardous drugs get intro¬ 
duced into the country. The various toxi¬ 
cology and other tests, clinical trials and the 
elaborate documentation involved therein 
(often running into thousands of pages) are 
also subject to the clearance of the Drugs 
Controller. Over and above all these, each 
of the ministries concerned can call for such 
additional data and/or explanations and/or 
clarifications, as may be deemed necessary, 
in respect of particular drugs. And even after 
all these various proces.ses are gone through, 
the health ministry has the authority to order 
the withdrawal of a drug or drugs from the 
market, if and when adverse results are 
reported. If, despite such strict vigil, precau¬ 
tions, controls and safeguards exercised, 
harmful drugs have found their way into the 
market, it is more a reflection on the laxity 
of Drug Control Administrations in various 
states where, barring one or two, the infra¬ 
structure of such control is too weak or even 
non-existent, as you have yourself stated. 
Moreover, the proliferation of small and tiny 
drug units running into several thousands— 
which is encouraged as a matter of deliberate 
governmencpolicy, though they do not lend 
themselves to being subjected to rigorous 
standards in terms of quality, etc—has 
added a new dimension to the problem in 
India, which critics seem to ignore. The 
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menace of spurious and sub-standard drugs 
in the country has assumed such alarming 
proportions that, according to a recent 
estimate, a fifth of the samples tested are 
said to be sub-standard. 

Thus, while it is not denied tt,at some 
black sheep do exist somewhere,, it is, 
however, not fair to tar all the companies 
with the same brush. Even so, the question 
whether or not a particular drug should be 
banned or allowed to be marketed in the 
country is decided, not by the pharma¬ 
ceutical companies, but by the drug control 
authorities concerned, after weighing 
carefully several factors (genetic, dietary, 
climatic, ethnic and other), besides the risk- 
benefit ratio, metabolism, etc. There arc, for 
example, drugs sold in England which 
cannot be sold in the United States and those 
sold in Germany which cannot be sold in 
Sweden, and so on. Each country or market 
has Its own special needs to 'ater to its 
clientele, because the disease a drug is 
expected to treat is prevalent in our coun¬ 
try, but not in another or in the same acute 
form, or because regulatory authorities .in 
different countries have different perceptions 
about a drug’s merits and demerits. Thus, 
a country in which a particular disease is a 
rampant! killer will accept a higher degree 
of risk associated with its cure than a 
country where the same disease is rare and 
seldom fatal; while a country that is 
desperately poor and unable to provide 
modern medicines for most of its popula¬ 
tion will give a greater weight to a product's 
cost than will a country that is comparatively 
affluent. 

Thus, it IS that we find, for example, drugs 
like Mexaform and F.ntero-Vioform, though 
banned in certain countries (e g, USA, 
Japan, etc) are still in use in some tropical 
countries where the widespread nature of 
dysentery and other gastro-intestinal infec¬ 
tions is a serious problem. Another example 
is Tetracycline, a broad-spedtrum but 
relatively inexpensive antibiotic which i' not 
recommended for pediatric use in the USA 
and some other countries because of pos¬ 
sible dental decolaration, but is otherwise 
a well-tolerated and useful drug, especially 
for LDCS where the cost factor is important. 
In the UK and India, again. Analgin is a 
prescription drug, but in Germany it is sold 
‘over-ttie-counter’, even though in certain 
other countries, it is banned. The same risk- 
benefit factor applies to some of the con¬ 
traceptives (like Depo Provera and lUD, 
known as ‘loop’) which, though not recom¬ 
mended in a country like the USA because 
of possible adverse effects, have, however, 
found their way in countries like India where 
population explosion is a thing to contend 
with, but is not so, in the more advanced 
Western countries. In a malaria infested 
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area, again, where there is no doctor, no one 
would wait till the patient dies, not giving 
him access to anti-malarial drugs, just 
because in some countries a doctor’s pre¬ 
scription is needed for these drugs. In fact, 
mere is so much of divergence of opinion 
among scientists themselves in these matters 
that drugs banned in some countries are 
listed among essential durgs in certain 
others. 

Secondly, you have deplored “the large 
number of drugs marketed’’ in the country 
(according to you 40,0(X) to 60.(X)0) and the 
lack of “an essential drugs list based on the 
incidence and prevalence of major diseases". 
This is not wholly true. In fact, the number 
of drugs actually marketed in the country 
is not more than S(X) (indigenous and im¬ 
ported taken together), although the number 
of dosage forms (formulations) available 
may far exceed this number. Proliferation of 
drug formulations, however, is a (act of life 
throqghout tiic world—developed and 
developing, because no two patients react in 
the same way to the same drug, and as such, 
medical pcactitioners/consumers would need 
a wide choice of dosage forms from which 
they could make an appropriate selection. 
If, for example, a patient cannot swallow a 
capsule or tablet, a syrup can be prescribed. 
This IS particularly true of children who, as 
a rule, prefer a flavoured syrup. It is, 
however, not possible to determine the exact 
number of dosage forms required in any 
country. It will certainly vary from country 
to country according to the disease pattern, 
drug needs and state of drug development 
itself. According to a recent survey, in 
Germany—70,(XX) dosage forms arc market¬ 
ed; in USA, 45,000; in Japan 35,000; in 
Switzerland 39,500 and in UK 15,000. In 
India, several times the size and population 
of these countries, the dosage forms market¬ 
ed are estimated to be not more than 
between 30,000 and 35,000. There are over 
9,000 licensed manufacturers in India, of 
whom about 250 are large-scale units. Even 
if each units markets about three or four 
dosage forms on an average, it adds upto 
30,000-35,000, although the number of 
drugs, based on which these formulations 
are made, are far less, as noted earlier. 

Even so, the proliferation of drug for¬ 
mulations cannot be prevented by any rule- 
of-tbe-thumb formula or by wholesale ban, 
as Bangladesh, for example, had done some 
years ago. but only to re-introduce them in 
stages later. It can only be done by preven¬ 
ting the proliferation of units. WHO has no 
doubt drawn up an essential list of 240 bulk 
drugs or so, but even from this Ibt, several 
hundred dosage forms can be manufactured 
and marketed. Even so, in drawing up the 
list, WHO’s Expert Committee has riglttly 
cautioned that in view of the differences 
between countria, the preparation of a drug 
list of uniform, gene^ applicability and 
acceptability is. not feasible and* that each 
country has the responsibility for evaluating 
and adopting its essential drup list, acem*- 



dju to own health neodi and policy. 

jSo ^ as India is concerned, it Is not that 
no attempt was made, over the years, in 
drawing up an essentia drugs Ust. As far 
back as 1975, the Hath! Committee had 
tecommended an essential Ust of 117 drugs 
which, however, was not accepted by the 
government. The matter was again delt- 
berated at great length in the Working 
Groups and Steering Committee of .the 
National Drugs and Pharmaceuticals 
Development Council during the period 
1973-74, which drew up a list of 95 essen¬ 
tial drugs. This list also raised some con¬ 
troversies. Finally, the Government of India 
unilaterally announced a list of 94 drugs 
deemed to be essential and deUcensed them, 
in view of their creeping shortages and non- 
availabiUty, having regard to the needs of the 
people in terms of their disease conditions. 
But, even this list raised a great deal of con- 
troversey, in view of the different sectoral 
perceptions and interests involved. Never¬ 
theless, the delicensed list of 94 drugs con¬ 
forms largely to the 95 essential drugs listed 
by the Steering Committee of the NDPDC, 
and to “the incidence and prevalence of 
major diseases”. 

The main bottleneck, however, to the in¬ 
adequate production of essential drugs in the 
country has been the irrational concept of 
sectoral licensing. A major objective of the 
Drug Policy of 1978, now in vogue, has been 
self-sufficiency in drug production and self- 
reliance in drug technology, and these it has 
sought to achieve by “blunting” the growth 
of the foreign sector and encouraging the 
indigenous sectors—public and private—by 
giving preference to the latter, ti?against the 
former, in the licensing of essential drugs. 

Thus, while certain drugs were reserved ex¬ 
clusively for the Indian public and private 
sectors, the foreign sector was expected to 
choose drugs from an ‘open’ list from which, 
however, all the three sectors could draw, but 
even here the foreign sector was eligible for 
licensing, only after the Indian public and 
private sectors have been provided for 
and/or have shown no interest in any of the 
drugs listed therein. What is more, the large 
companies—which could produce quality 
drugs in abundance based on improved and 
cost-effective technology and economies of 
scale, were not allowed to expand, based on 
efficiency, on grounds of what is called 
“monopoly power". The government’s policy 
of seeking to promote the growth of the 
small-scale sector has, over the years, bred 
highly protected, small and tiny units, which 
have no great reputation or tradition for 
good manufacturing practices but are con¬ 
tent to make secure profits, selling obsolete, 
expensive and even shoddy products to the 
poor consumers of India. The great effort 
of a poor country that India is, to increase 
its savings has, thus, been wasted in grow¬ 
ing inefficiency and in dissipation of capital 
investment in a multitude of fragmented 
capacities whose contribution to the national 
cake, however, is anybody’s guess—becaute 
no body monitors their output. Thus, the 
“skewed pattern” of drug ptoduction in the 
qountry, referred to by you, is largely, if not 


wholly, attributable to these distorted per¬ 
ceptions and policies of the government, 
over the years. 

The crucial question, however, is whether, 
after “blunting” the growth of the large 
sector, be it Indian or foreign, and having 
given all manner of encouragement to the 
public and small-scale sectors, the goals of 
self-sufficiency in drug production and self- 
reliance in drug technology have been 
achieved. That neither of these objectives has 
been achieved is revealed by the fact that the 
Sixth Plan targets had to be revised down¬ 
wards (to Rs 500 crore from Rs 665 crote for 
bulk drugs and to Rs 1,950 crore from 
Rs 2,A00 crore for formulations), inasmuch 
as there were serious shortfalls in the pro¬ 
duction targets set for the Indian public and 
private sectors, even as drug imports, to 
make good the shortfalls, have mounted. 
Imports now equal about half the domestic 
production of drugs (Rs 178 crore against 
Rs 377 aore). Incidentally, 1 agree that the 
targets set in money terms, at the macro¬ 
levels, do not portray a true picture of the 
disease conditions to be combatted, but this 
is the kind of projections that even the Plan¬ 
ning Commission makes and our Five-Year 
Plans ate all money-based Plans, though at 
the micro-level some physical targets are also 
set, whether these are actually achieved or not 

Nevertheless, that even the revised Sixth 
Plan targets were not achieved is clear from 
the Ministry’s Annual Report for 1984-85 
which records that more than 57 per cent of 
the target for bulk drugs and 75 per cent of 
that of formulations were achiev^. The sad 
thing is that targets wete not achieved even 
in respect of such essential drugs as penicil¬ 
lin, streptomycin, tetracycline, gentamycin, 
vitamin BI and analgin (reserved for the 
public sector) and ampicillin, tolbutamide, 
vitamin C, metronidazole, paracetamol, 
erythromyctn and certain other drugs 
(reserved for the Indian private sector), even 
while the foreign sector with all its resources 
and capabilities has been prevented from 
producing these vital drugs. For instance, 
aftei* the 1978 Drug Policy came into lorce, 
17 foreign-based companies reportedly 
applied for licences to manufacture 62 bulk 
drugs, of which only seven companies got 
licences for producing just 10 drugs. Pfizer, 
for example, wanted to produce rifampicin, 
an essential anti-TB drug, but was denied 
the capacity it asked for, even while 
numerous other compani^ were licensed for 
restricted capacities of the drug, thus making 
its production uneconomic and non-viable. 
Rifampicin is now imported in large quan¬ 
tities at great cost to the nation (75 tonnes 
in 1984 alone, for Rs 16 crore). Similarly, 
the production ot salbutamol (effective in 
the treatment of asthma) by Glaxo was 
denied licence, even though 70 per cent 
domestic consuntption of this drug is met 
by iniports. There are cases of several other 
essential drugs whose import could have 
been avoided, had the government utilised 
the existing capabilities, without sectoral 
biases, especially in thd context that there 
have been shortfalls in the production of 
^veral life-saving antibiotics, sulphas. 


analgesics, corticosteroids, anti-TB drugs, 
anti-malariais, cordiovascular drugs and 
anaesthetics. 

The decision to delicense 94 basic drugs 
has thus been, the direct sequel to the failure 
of the policy of sectoral licensing and pro¬ 
duction which, as the government found to 
its dismay, has been yielding diminishing 
returns. Oelicensing has restored somewhat 
the inter-sectoral balance in the industry, so 
that all sectors—indigenous and foreign, 
large and small, public and private—could 
contribute, according to their full potential 
to the growth ot production and productivity 
in the industry. The “total industry ap¬ 
proach” to drug policy, referred to oy you, 
can only have the meaning that, given the 
present distortions and shortfalls iq the pro¬ 
duction of essential drugs needed by the 
common man in the country, sectoral bar¬ 
riers should be removed and capabilities 
should be recognised, based on which alone 
the industry as a whole can grow, in a com¬ 
petitive environment. 

It is, however, nobody’s argument that 
“the health of the industry” should or could 
be at the cost of the “health of the people^, 
as implied in your editorial. Diugs are only 
one of the several components of total health 
care. These arc sanitation, hygienic living 
conditions, good nutrition, clean drinking 
water, hospitals, health centres, medical and 
para-medical personnel, and only last of all, 
medicines. Vast parts of the country, today 
still rely on traditional, often unsafe methods 
of health care, not because modern medi¬ 
cines cannot reach them, but because of the 
poor infrastructure and lack of education 
among the people about the use of drugs. 
Although we have accepted the goal of 
‘Health For All By 2000 AD’, the health care 
system has not yet been restructured and 
reoriented towards this end. What is worse, 
there has been a progressive deceleration of 
even the limited outlay provided-for health, 
in terms of the total Plan outlay—from 3.3 
per cent in the First Plan to 3.0 per cent in 
the Second, 2.6 per cent in the Third, 2.1 per 
cent in the Fourth, 1.7 per cent in the Fifth, 
and 1.9 per cent in the Sixth and Seventh 
Plans—which is in sharp contrast to the 
minimum of 10 per cent of Plan outlays for 
health recommended by the Lakshmana- 
swami Mudaliar Committee over two 
decades ago. What is more, only in 1980, for 
the first time since Independence, the 
government announced its Health Policy 
Statement, and much of it remains to be 
implemented as yet. 

In this perspective, when the country grap¬ 
ples with inadequate health facilities, low 
nutrition and high risk of exposure to 
multiple infections, a drug shortage could 
well mean a sharp increase in avoidable 
deaths. Apart from the overall shortage, the 
gaps in our production pattern and techno¬ 
logy are serious. We are still clinging to old, 
conventional drugs like penicillin, strepto¬ 
mycin, etc, while the world has moved away 
to third and fourth generation drugs Itte 
betablockers, newer and more effective an¬ 
tibiotics and others. The National Council 
of Applied Economic Research in thdr study 
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of the Indian Pharmaceutical Industry 
(1974) have; thus, averred: “It is unlikely that 
the Universities or CSIR Laboratories would 
be able to develop, on their own, any 
substantial amount of technology in a form 
that could easily be transferred to the in¬ 
dustry. The deficiency is inherent in their 
organisational set-up . . If India is to catch 
up with the advanced countries in modern 
technology and derive benefit from the in¬ 
troduction of new drugs that are being 
developed abroad, an expeditious way is to 
enter into collaboration agreements with 
foreign firms that are continuously im¬ 
proving the technology and also developing 
new and more effective durgs!’ 

Finally, a word regarding the price policy 
as related to drugs and pharmaceuticals. You 
have suted two things in this regard, viz, 

(1) “Instead of streamlining the process of 
implementing price control by reducing the 
plethora of products, it (the government) has 
rationalised their manufacture and sale by 
restructuring the pricing policy”; and 

(2) “Mandatory use of generic names and 
a giadual abolition of brand names (to 
ensure) quality drugs at affordable prices”. 

As regards the first observation, though 
theoretically it may look attractive and 
rational to i^uce the “plethora” of products 
manufactured in the country, from practical 
and even legal angles, it may not be possible 
to do so, in the face of the existing over 9,000 
licensed drug manufacturers in the country 
today—most of whom are in the small and 
tiny sectors, barring about 250 in the large 
sector. It should be noted that even though 
price control does not directly apply to the 
small-scale drug manufacturers, they are 
nevertheless brought under the scheme in¬ 
directly by being required to follow the 
“leader price” principle—'leader price” 
being the price of the most efficient manu¬ 
facturer in the country for the particular pro¬ 
duct or products. 1 agree, however, that at 
least in future the proliferation of small and 
tiny drug manufacturers could be prevented, 
if the state governments do not encourage 
these units to come up like mushroom. But 
it is anybody's guess whether it will really 
be done, since it has been the deliberate 
policy of the governments in India, over the 
years, to encourage the small sector in the 
name of self-employment, dispersal of in¬ 
dustries, helping the weaker economic 
sectors and what have you. 

Even so, the complexity and often the 
irrationality of drug pricing in India have 
arisen, not so much because of the existence 
of 'plethora' of products but because of the 
extension of price controls to over 85 per 
cent of these products and packs, artificially 
and often arbitrarily divided into four 
categories with four different price policies 
superimposed on them and with a jungle of 
yaidsticks and regulations, through which 
even the most conscientious and stout¬ 
hearted bureaucrat could hardly find his 
way. The basic inequity of ‘the system lies 
in its punitive nature, arbitrariness and 
failure to ensure that the statutory rates of 
return (for bulk drugs) and.mark-ups (for 
formulations) allowed are actually made 


available to the manufacturers. So much so 
they have responded in ways which the 
government did not anticipate and have 
found various escape routes through Court 
Stay Orders or diversification into less 
harassing and more profitable areas, etc— 
for sheer survival and escape from bureau¬ 
cratic delays built into the system. In other 
words, the system has tended to break by the 
very weight of its complexity, and the very 
laudable objective of safeguarding the 
interests of consumers (through price con¬ 
trols) has been defeated, because enough 
consideration had not been given to the 
effect these controls would have in the 
response of the producers. 

Thus, the net effect of the present pric¬ 
ing scheme has been lesser production 
overall and lesser availability of the more 
essential drugs to the detriment of the com¬ 
mon man In this perspective, it is no wonder 
that many expert bodies—the Hathi Com¬ 
mittee (1975), the NCAER (1984) and the 
NDPDC (1983-84) through its various Work¬ 
ing Groups and Steering Committee—have 
underlined the need to make drug pricing 
simpler to operate and also to establish a link 
between the production of essential and 
other drugs through remunerative pricing. 

As regard your second observation 
“mandatory use of generic names” in the 
place of brand names, I have only to quote 
what the Hathi Committee (1975) itself has 
observed in this regard: “In the considered 
opinion of the Committee, it may not be 
advisable to accomplish this change im¬ 
mediately The medical profession has been 
traditionally used to prescribing drugs in 
brand names, and a sudden shift may result 
in considerable confusion and difficulties for 
prescribing doctors. A sudden change may 
also affect the present distribution system. 


... Steps will have to be taken to strengthen 
the drug control organisations in various 
.states in order to enable them to exercise 
rigorous control over the quality of drugs!’ 

The use of generic names is possible where 
high quality standards are exercised, bio- 
equivaJence is assured and industrial proper¬ 
ty rights are safeguarded and respected. In 
the absence of these conditions, generics 
could only lead to serious health hazards in 
a vast country like India where, in most 
parts, the infrastructure or drug control is 
weak or non-existent, as noted earlier. In 
such a situation, brand names are the only 
real guarantee of quality. Generics are often 
recommended as a means of reducing the 
costs and prices of drugs, but in a country 
like India drug prices and profits of drug 
companies are already controlled and strictly 
regulated. Brand abolition has, thus, harm¬ 
ful portents, without any countervailing 
advantages. And most countries which re¬ 
sorted to this experiment, notably Pakistan, 
have reverted back to brand names. Even in 
India, the five for which the man¬ 
datory use of generic names was prescribed 
in the Drug Policy of 1978 have come under 
hot vveather through stay orders in Courts etc 
To conclude, the issues relating to drugs 
and drugs policy are. indeed, complex, and 
no simplistic or one-sided remedies can be 
enduring. The truth has to be recognised 
that one of the basic objectives of develop¬ 
ment in any developing country being to im¬ 
prove the quality of life, drug manufacturing 
which is one of the vital inputs for the health 
of the citizens plays an important role and 
that only by adopting the latest technologies, 
constantly updating them and achieving eco¬ 
nomies of scale can the production be maxi¬ 
mised and the objectives of making cheaper 
drugs available in abundance achieved. 


Nehru Memorial Museum and Library Fellowships 
in Modern Indian History and Social Sciences 

The Nehru Memorial Museum and Library offers two fellowships in the ranse 
Rs 1500-2000, and one Junior Fellowship in the range Rs 700-1600 per month 
plus allowances at Central Govt rates for research in 'Modern Indian History 
and Contemporary Studies Scholars applying for Fellowships may work on 
the nationalist movement, or on Modern Indian History, or on contemporary 
Indian Society. The fellowships are for three years renewable for another two 
years These are open to historians and social scientists Fellowships in the 
range Rs 1500 2000 are open to scholars of proven ability, with publications, 
and experience of guiding research Fellowship in the range Rs 700-1600 are 
open to scholars with good academic record and research experience, and 
already in possession of Ph D. degree 
The Nehru Memorial Museum and Library reserves the right to of publica¬ 
tion of research papers and monographs prepared by Fellows during the 
tenure of their fellowships The Fellows will be based in Delhi 
Those who wish to be considered should send a note not exceeding 1(XX) 
words on the project proposed to be undertaken alongwith the following 
information to Director, Nehru Memorial Museum and Library, Teen Murti 
House, New Delhi-IIO 011, within one month of publication of advertiscpient: 
(1) Name (2) Address (3) date of birth (4) academic record from High School 
Examination onwards with class obtained in each examination p) details of 
post-graduate work and list of publications with copies (6) details of how 
employed so far, and (7) names and addresses of three referees. Scholars 
in employment should apply through proper channel dayp 784(1)86. 
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Anti-Women Law 

ON May 6 the Lok Sabha approved the retrogressive, anti-women Muslim 
Women (Protection of Rights on Divorce) Bill. The Bill has since been passed 
by the Rajya Sabha as well. The government has chosen to ignore widespread 
protest not only from the entire Opposition and sections of the ruling party, 
but also from women’s groups all over the country. Critics have accused the 
ruling party of succumbing to pressure from Muslim fundamentalists and 
allowing religious bigotry to dictate the withdrawal of even the minimal 
protection now available to Muslim women only so that it may recapture 
minority votes. 

The scale and range of protests against the passage of the Bill by Parliament 
have been unprecedented. Prominent Muslim intellectuals have come out openly 
against the Bill. Groups such as the Muslim Satyashodak Samaj have been 
working to inform Muslim women about the consequences of the Bill and have 
been able to mobilise signincaht support for their stand. The West Bengal 
Assembly has passed a resolution declaring that the Bill was contrary to human 
rights and “humiliating to Muslim women”. Women’s groups, which had been 
discussing the issue of review of personal laws even before the Shah Bano 
judgment brought the subject into public focus, have conducted a campaign 
to highlight the consequences of the Bill for the status of Muslim women. On 
the day the Bill was passed by the Lok Sabha, representatives of a number 
of women’s organisations formed a human link across the main entrance to 
Parliament with iron chains tied to their wrists and waists 

Linder the new dispensation a divorced Muslim woman who was married 
according to Muslim Law will be entitled to a “reasonable and fair provision 
and maintenance” to be made to her by her former husband only during the 
iddat period (generally three months). If she maintains children born to her 
before or after her divorce, she may be paid a maintenance for her children 
for a period of two years from the dates of birth of the children—and this 
too only if the husband has “sufficient means”. All pending cases under 
Section 125 of the CrPC will now come under the purview of the new Bill. 

The government sees this piece of legislation as a means of creating “trust 
and confidence” among the minorities. It has also stated that it will not hesitate 
to amend any law which is found to interfere, through judicial interpretation, 
with the personal law of Muslims or any other minority community. Supporters 
of the Bill have also argued that given the increasing sense of insecurity among 
the Muslims and rising Hindu fundamentalism—the government’s respon¬ 
sibility for both of which is not small—this measure would help to diffuse 
tensions which, if left unresolved, would lead to a worse situation. This is an 
unconvincing argument. On the contrary, the manner in which the Bill has 
been pushed through—brushing aside all attempts to have it referred to a select 
committee of Parliament or circulated for public opinion—has already provided 
grounds for whipping up communal sentiment. 

Whatever the overt and covert reasons for bringing forward the obnoxious 
Bill, women’s rights have again become a casualty. Muslim women have been 
removed from the purview of the Criminal Procedure Code which had been 
amended in 1973 with the specific intention of compelling former husbands 
to contribute to the maintenance of poor divorced Muslim women. The 
government’s stand on personal laws of minority communities, expounded in 
the course of the debate on the Bill, can only cause further consternation. All 
personal laws are, by and large, discriminatory on issues concerning women. 
To hold that those of minorities will not be altered is tantamount to stating 
that the women of minority groups will never be able to aspire to an equitable 
dispensation in matters relating to marriage, divorce, alimony, child custody 
and succession to property. While Article 25 of the Constitution ensures the 
right “to freely profess, practise and propogate religion”, it also guarantees 
the right to equality before the law and the right not to be discriminated against 
on grounds of religion, race, caste and sex. The new legislation violates these 
rights of Muslim women. To view the Bill only in terms of the supposed 
’demands’ of a minority community while ignoring its impact on the rights 
of women is to collude with the oppressive patriarchal forces within that 
community. 

The government has announced that the elements of a uniform civil code will 
be put together in the near future which members of the minority communities 
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mav adopt optionally This is obviousl> 
nothing tnoK than a gestuie designed to 
assuaec v-iitKal opinion within tin ruling 
part) and to distrt attention fiom the IJill 
Given the stiei gth ol the loitcs in the 
Muslim community whish have brought 
about the passage ot the prestnt Bill Mith 
a code, even if it is intiodueed is hardly liU 
ly to be allowed to benefit Muslim women 
in any significant numbti In fast hv 
strengthening the mnuensc of obsturantisi 
traditions and fortes, the Bill has dealt a 
grave blow to the efforts of progressists 
among Muslims who have been advotating 
reforms within the framework of itlunoiis 
tradition 

The debate sinte the Shah Bano judgment 
has highlighted thedisenminatoiy praettec^ 
within personal liws and the need to rtvitss 
them It IS in this tonttst that iht go ein 
ment’s statement that it would not toui t 
enance any “interferentc” in ptisonal laws 
gives cause for serious misgiving In t iking 
this stand, the gosernnitni is abdieating its 
responsibilities m the matter ot social Icgisla 
tion Personal laws encompass issues whiih 
are essentially material and stciilar in nature 
pertaining to womens rights within the 
framework of marriage Without ensuring 
equal rights for women in this sphere other 
laws purporting to improve the status ol 
women will substantiallv lemain onlv on 
paper 

Politics 


Balancing Gaines 


THE recent political developments in India 
would seem to suggest the applicability to 
socio-pohtical processes of the algebraical 
formula about the positive outcome of the 
multiplication of two negative quantities 
The firm action taken to stem the revolt of 
the ‘old guards’ at the apex of the Con- 
gress(l), closely followed by the despatch of 
the commando and paramilitary units to the 
Golden Temple complex have combined to 
boost the image of Rajiv Gandhi In isola 
tion, both the affairs had grave critical 
potentialities, in combination they have, at 
least apparently, cancelled each other out 
Indeed, the ‘national crisis’, brought about 
by the ‘extremist challenge’ has in turn 
brought about an overwhelming ‘national 
mobilisation’ behind the Rajiv Gandhi 
government—not to mention the silencing 
of the recalcitrant Congressfl) MPs, variously 
estimated between 50 and 80 in number As 
for Punjab, its internal crisis and organic in 
capability to undertake a bold programme 
of secular-democratic mobilisation not 
withstanding, the Barnala camp in the Akali 
Dal ts now shoring up its position with the 
support of the Centre and backing from 
other, national opposition, parties 
Paradoxically, in the prevailing situation 
in the country, all its negative points not 


withstanding the relative tactical gains 
stored bv the Rajiv Gandhi leadership in the 
recent bouts were not a great talamitv rcalls 
sptakiiig His challengcis in the parts 
formed a motley crowd of indisiduals and 
groups with even more reactionaiy orienta 
tions Its leading core was icpresciited by the 
so called Brahamm lobbv from the Hindu 
belt formed by V C Shukla Jagannath 
Vfishr.i A P Shaima and C,), with the 
vcncahlc Pand'iii from Varanasi at its head 
and Pranab Mukhcrji of West Bengal in tow 
Ihcii banner of revolt had by no means 
icvoluiionary ‘Indiraisni’ inscribed on it, 
although that did not present the principal 
characters of the plot from establishing 
liaison with Mancka Gandhi who was her 
late mother in law’s sworn personal enemy 
111 the post Sanjav phase flic lobby and 
Manckas Sanjay Gandhi loiiiiii can ol 
tiuiisc 1 1 mil some sou ot b isi ruts i* i 
fiigf’ci level lot ‘binjavism was onlv a 
logii il txttnsioii of teiiain fimdameiiial 
ihi>i}.s III Indii iisin Uic voung widow ol 
the son 11 I tile old hhiidiiis ol ihc moilui 
thus have omething lundamenial in common 

IIk cs (lui ol ihs ices 11 lU'sIopmcnis 

I' that tin -iggiavatioii ol the Punjab crisis 
has hclptd ihs Congress(I) leadeiship solve 
tciupoiarilv perhaps its own ciisis ai the top 
winning tin suppoit ol the opposition 
panics an i\ uratia bonus in addition 

In Piini lb ilso ihc chpliip Khilisiim 
pioclamation tiom the Golden Tcnijslc has 
in ,ome measuic sircngthtned the Bainali 
camp noiwiihsianding the tumblings vviihin 
the Ak.ili Dal fht recent developments have 
brought about a dosci working relationship 
between Arun Nihrii s intcin il sccuritv out 
fit and the Akali govcinment as well as 
political support lo (he latter Ironi ihc 
national opposition parties 

What IS the mam lesson fiom these topsy 
turvy events ’ The ’siupidilies' and sins tom 
muted bv the ruling circles, as l/min used 
to remind everyone, do not by themselves 
lead to then downfall, that is, unless the 
popular foices are able to confront them as 
an independent alternative And this is 
actually missing in India todav On every 
occasion of aggravation of crisis, resulting 
from the policies and actions of the ruling 
circles, the people are mislead into rallying 
round them, in the absence ol any clear cut 
exposition of the nature and causes of the 
CIISIS, not to mention a jsowertul demand tor 
reversing the process 

Thus, the Centre is lelt free to pursue its 
game of balancing the naiiow communal 
aspirations of Hindus, Muslims and Sikhs 
as much as the parochial interests of 
Haryanvis and Punjabis without any com 
mitment to principles At the state level, the 
Akali Dal. an exclusively sectarian party 
avowedly tied up with about one half of the 
Punjabi population, rather its kulak 
landlord segments, in addition to having 
theocratic overtones, goes on extending us 
lease of life with blessings from tl> 


Chernobyl Disaster 


Setback to Nuclear Expansion? 


Rameih Jaura writes 

A SHOT in the arm for anti nuclear groups 
and cnviionmentalists and a period of reflec 
tion before further decisions are taken about 
the future of the nuclear industry this is 
widely expected to be one definite fall-out 
m the wake ol the explosion at the Chernobyl 
nuclear power plant in Soviet Ukraine The 
complacent stance ol the leaders of the seven 
Western indusinal nations is unlikely to turn 
the omoming tide Ihev jsontUicated in their 
Tokso summit declaration “Nuclear power 
IS and properly managed, will continue to 
be incicasingly widely used source ol energy'’ 
Bi t the things nuclear ire not going to be 
Ihc same again \ forecast bv Swedish scien 
lists says ih it upto 8 000 Europeans could 
develop cancel because of radiation ex 
jiosure tioin the Soviet nuclcir plant 
disaster Ihc estimates ot the Swedish 
Radiological liistiiiitc show that “the 
< hctnobsl disastet is one thousand times 
worse than ihc |US| I hice Mile island ac 
cidtni in PfO as tir as rtdniion is con 
ccincd 

A poll taken in the wake ot Cheinobvl 
said 'hat as mans is (SO per cent of the 
Swedes ate against nucicat power In a 
referendum held in 1980 18 6 pei cent 
Swedes wanted a rapid phasing out ol 
nucleai powci bs 198s But thcgovcrnmenl 
has lixccl the year 2010 lor closing down the 
twelve auymic reaciors which supply close 
to 50 per cent ol the country s electricity 
now Sweden is the onlv countiy in ihe world 
with a major nuclear power industry which 
IS commuted to phasing out nuclear energy 
But the opjxisition to atomic power stations 
which has been growing all over Europe 
since the Three Mile Island accident is 
bound to swell 

The Electiicitc de 1 ranee, with mere than 
50 nuclear teactors in operation or under 
construction, has said that it remains 
undeterred But observers believe that France 
will not remain unaffected by increased 
resistance to nuclear power m neighbouring 
West Germany Anti nuclear protests have 
a long tradition there, going back to the 
1950s It was not surprising, therefore, that 
as soon as the news spread about the Soviet 
nuclear accident, the environmentalists were 
on their feet They cautioned “Chernobyl is 
eserywhere", and demanded the closure of 
nuclear reactois in West Germany The 
demand was, expectedly, not accepted But 
environmentalists have already pointed out 
that a similar accident in a nuclear power 
plant in France would have played havoc 
with human and animal life, not to speak 
of the food chain in West Germany The 
damage to crops and fresh produce from the 
Chernobyl radioacuve fall-out is being 
assessed by an official working group in 
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Bonn which is also to examine whether com* 
pensation could be claimed from the Soviet 
Umon Once the economic damage is known 
and the short and medium term cttiLi ot 
radiation exposure is guaged in West 
Germany, the protests are bound to spill over 
to Trance 

The anti-nuclear groups in West Germany 
can surely count upon flanking support 
from Britain That there is a sharp increase 
in public opposition to nuclear power 
development has been indicated in the first 
opinion poll to be undertaken since 
Chernobyl—44 per cent believed Britain 
should not expand its nuclear power system 
An additional 31 per cent, said the UK 
should stop nuclear generation of electncity 
altogether Sensing the trend, the govern 
ment’s chief nuclear inspector said “I don’t 
think anything will be quite the same again" 

France tops the twelve nation Furopean 
Community in harnessing the atom for elec 
tnaty Weil over half its electricity supply 
comes from nucleat power plants Ihis 
applies to Belgium too, which ranks second, 
followed by West Germany and Britain The 
EEC on the whole depends more heavily on 
nuclear energy for electricity supplies than 
any other major industrialised region of 
the world That dependence has grown 
significantly since the first oil price shock 
of 1973 Nuclear power plants then ac 
counted for 5 per cent of net clcctricit> pro 
duction By 1984. atomic capacity had risen 
over five times to comprise 27 per cent ol 
electricity production, or almost 11 per cent 
of total energy supply of the ELC last year, 
the share of nuclear production reached 31 8 
per cent for the ten member states, or 30 7 
per cent including Spain and Portugal which 
joined the EFC this year If the EEC Com 
mission carries weight with the Council of 
Ministers, 40 per cent ot all electricity 
generated in 1995 will be nuclear 

Whether or not the Commission sees 
reason to shelve its plans, at least the Foreign 
Minister of West Germany, Hans Dietrich 
Oenscher, is reported to have confided to the 
social democratic party’s floor leader Hans 
Joeben Vogel “The Challenger, Titan and 
Chernobyl indicate that we human beings 
are reaching the limits of our technological 
ability'.’ If this view becomes a part of West 
German and European perception, nuclear 
expansion will be halted After all, nearly 
all the European countries have been af 
fected by radioactive winds blowing Irom the 
Soviet Ukraine 


Bangladesh 

Enhad’s Way 

THE elections to the national assembly in 
Bangladesh appear to have gone more or less 


according to the script prepared in advance 
by the count!vs military strongman, 
Geneial Frshad The lativa Party sponsored 
bv Frshad, appears set to secure a niajoiity 
It has won 132 scats out ol 266 the results 
for which have been declared whereas the 
opposition Awarni Uigue alliance led bs 
Siicikli Hasiii 1 \s i)cd his sciuicd UO 
siais 

lor Ciencral hrsh id this ‘sictorv in the 
elections—mai ked by violence and intimida 
tion, ballot stuihng and general rigging 
IS expected to enable his dictatorship to 
acquire a veneer of legitimacy The new 
pailiament in whidi the Jatiya Party will 
be in a majority, is expected to ratify the pro 
claination by which I ishad sei^rcd power 
four vtars ago in a bloodless coup when he 
overthrew the ‘civlian’ government of the 
Bangladesh Nation ilist Paitv As I rshad put 
It ratitication ot Ins coup by parliamtiu 
was in “its own nucrcsts, so that its own 
legitimacy is not questioned One may 
be sure that the election will not return 
Bangladesh to civili in lulc, tor not only was 
the whoK process i \ ite dacoity and a total 
fiaud , as Hasina NVajed termed it but also 
Tishid has madi it clear that the tnilitarv 
will continue to play a dominant lolc in the 
affaiis of the counin, even if it does not 
assume direct ministerial responsibilities As 
It IS, brshad has piii off lifting of niilitarv 
rule till after the presidential elections to he 
held, as he vaguils suggested sometime 
before the end o*' iht vear 

But it It IS only in Trshad’s eyes that the 
faicital election has legitimised’ his military 
dictatorship, it may still have strengthened 
his position hy spliitii g the opposition I or 
two years Lishad had tried to get the opposi 
tion paities, mainis coalesced in the tittecn 
party combine led by Hasina’s Awami League 
and the seven party alliance led by Begum 
Khaleda Zia’s Bangladesh Nationalist Party, 
to partiapate m his promised elections Beth 
opposition fronts had held out for the fulfil 
ment of certain conditions prior to iheir par 
ticipation These related to the lifting of 
martial law, resignation of military officeis 
from ministerial offices, and the conduct of 
the election by a neutral body By seeming 
to agree to some of these conditions, Lrshad 
managed to divide the opposition when 
Hasina Wajed’s Awami league coalition 
decided to participate in the electic is Fven 
after the rigging of the elections by the latiya 
Party became well established, Hasina 
Wajed did not reject the elections outiight 
but took an ambivalent stand, especially as 
the early returns seemed to favoui hei party 
She did no more than ask for re polling in 
certain constituencies 

This has landed the Awami league in a 
difficult situation Bv participating in an 
election that was bound to be rigged, the 


Awami League has legitimised the Jatiya 
Party s ‘victory’ Hasina Wajed’s call for civil 
resistance to F rshad’s rule and a ‘national 
day of protest on May 14 does not answer 
iht question ol the Awami league’s partici 
pation in the parliament Will it sit in the 
opposition benches while simultaneously 
launching a protest outside or will its elected 
members resign en ma^te and join Khaleda 
Zia’s BNP alliance which, by virtue of its 
boycott of the poll, is seen to have been far 
more consistent? If the ^waml I,eague 
agrees to form the opposition in the national 
assembly, it will only lend weight to Khaleda 
Zia’s charge against the league of col 
laborating with the Ershad regime and 
thereby obstructing the emergence of a 
united opposition to military rule 

So, despite the general acknowledgement 
of the election having been rigged and the 
tailuic of his latiya Party to win more than 
a bare majority in tne national assembly, 
Ershad has some reasons to be satisfied with 
the immediate coutse of Bangladesh politics 
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BUSINESS 


Will Stock Market Measure Up? 


THl stotk market is in a sohi i mood k\ hile 
It has had its usual ups and dovMis it has 
ol late, been optiatinu on a rathci low kc\ 
Badl> bruised in then uemt skiimishes 
neither bulls nor beats base been disposed 
to assume an aggiessive postuic It is not 
onlv spceulatise aeiivii> that has shiiink to 
relatively small proportions but theie has 
also been a notueabie deehne in business m 
eash seiips Inquiries with a etoss seelion ol 
the stoekbiokmg (.ommunits indicate a 
matked dcelinc in public participation m 
speculative as well as new issue aciivitv I he 
mama lor new issues has subsided Shares 
ol new companies lloated bv icputed 
managements which lommanded taiiev pie 
miums until about the middle ol >cbiuai\ 
can now be had at a little above pai Not 
many issues can claim to have evoked leallv 
ovetwhelming public tesponse and quite a 
lew issues have not b..en lulls subscribed 
I here are instances ol new issues which had 
bc'cn ovcisubsctibed beiim quoted below pai 
A bticl review ol the linpoilant move 
ments m equitv piiee indices should be ol 
help 111 assessing the ove rail peiloimaiiee ol 
the stock market m proper peispcctive 1 he 
stock market lecordcd its all tunc high mark 
about the middle ol lehiuaiv I hen came 
the nastv tall, precipitated appaiently bv the 
Union budget lalling short ol the market’s 
lond expectations I he post budget low was 
toucheei on March 21 Bv then the I man 
ctui b \i)re\s all India equitv price index had 
declined by 19 4 per cent and the Bombas 
index bv 21 pci cent, letraeing alnuvst two 
thirds of the ground gained m the October 
Februarv shaip upswing Institutional sup 
port in a highly oversold market produced 
a sharp recover v which was greatly aided bv 
certain modilications m the budget pio 
posals By April H, the all India index rose 
by 16 6 per cent, retiacing 69 per cent of the 
ground lost in the sharp post-budget down 
swing The Bombay index performed still 
better, rising bv 19 9 per cent and retracing 
74 per cent of the giouiid lost in the 
preceding decline 

The market beat a retreat after April 15 
under pressure of hasty selling provoked by 
the US bombing of Libyan cuies But it did 
not allow itsell to be unduly perturbed by 
apprehensions about the possible imphea 
tioiis ol the Amctiean attack on I ibya The 
downward dritt coniintied till Apiil 29 
whercaltci the market again developed a 
steadier tone In the slide down between 
April 16 and 29, the I inamlal b kpms all 
India index letraced nea''lv ^7 per cent ol 
the pieceding use and the iviiacing in the 
case ol the Boinbav index was about 47 per 
cent The tails dm mg the two suDsequeiil 
sessions Apiil 70 .ind Mas 2 has been too 
modest to call tor special atientioii 

The icncwed setback from the April |5 
high IS capable of widely dilfcicnt inteipicta 
tions (me ccmld aigue that after a brisk tally 
between 22 and April 15, the market 
has resumed its downward trend Hut this 


setback could be easily dismissed as a minor 
coriection of ihe piecedmg sharp recovery 
which maiks the resumption ol the majoi 
hull phase alter a rcallv good secondary 
reaction (inid February to Vftreh 21) It is 
always possible to draw a balance-sheet of 
hull and bear lactors in support ol one's 
viewpoint But strange as it might sound 
even the most plausible explanations for the 
Use or lall in equity prices appeal rather 
hollow in retrospect 

F eonomic pundits can scaicelv be faulted 
loi not sharing New Delhi’s optimistic 
assessment ol the state ol the economy It 
Is highiv unlikely that the ovtiall agiieultiiral 
pioduciion will show an increase ol 7 per 
ec m in 1985 86 as envisaged m the Fconomie 
Surves Aericultural output could well turn 
out to he lower than in 1984 85 Industrial 
pioduetion IS expected to register onlv a 
modest increase The tiadc deficit lor 
1985 86 thicatens to be as high as Rs 9,500 
ciorc Sci'ous inlMsiiuctui v| inadequacies 
and managemeiit dcliciencies icmain lormi 
dabic consttaints on the pact ol iiidustiial 
mowtii 

Not mans economists ate known to have 
pal ionised the stock niaiket 1 his is peihaps 
because thev think that the market is often 
guided by inipiilses too obscuie to be 
traceable Ihe superficial obseiver is eon 
stanily startled to find that the stcx.k maikel 
lads to icspond to sudden and important 
developments Ihis is typical of a phase 
when the market is engaged in serious 
introspection The cxpciienced observer, 
however, knows that the market does not 
tiadc upon what cverybodv knows, but upon 
what those with the best miormation foresee 
I here is .tn explanation loi every stock 
market movement somewhere in the future 
Surtounding conditions do matter But the 
stock market’s behaviour is based more on 
what mav be expected as far ahead as the 
combined intelligence of the market can see 

lest one is carried away by the apparent 
ly uninspiring performance of the stock 
market since the middle of April, it needs 
to be pointed out that the equity price in 
dices still stand above their last vear’s highest 
levels The market has its own reasons for 
taking an optimistic view of the outlook for 
equities and the behaviour of the different 
indusiiial gioups bears out that the mrket 
IS not all that undiscnminaling as is often 
made out The market’s optimism is deeply 
looted in the piofound change in the govern¬ 
ment’s approach to dealing with economic 
issues Indeed, the private coiporate sector 
has never enjoyed the operational fieedom 
It has been allowed under Rajiv Gandhi’s 
govei nmenf This is amply borne out by the 
lelaxation of provisions relating to FfcRA 
and MR IP Ac' 

1 he private corpoiate sector is expected to 
finance investment to the tune ol Rs 52,000 
cioie in the Seventh Plan C Rangarajan, 
Deputy Governor of the Reserve Bank stated 
the other day that with the outi'ii ol the cor¬ 


porate sector growing between seven and 
eight per cent a year, it should not be dif¬ 
ficult to finance investment of this order. 
Theie has been a phenomenal increase in the 
numbci of shareholders as also in the 
amount ol capital raised from the market 
over the past two yeais or so According to 
M R Mayva, executive director of the 
Bombay stock exchange, the number of 
shareholders is expected to increase from the 
present 12 million to ovci 50 million by the 
end of the century 

Are the stock exchanges well organised and 
adequately equipped with facilities to 
mobilise the massive resources envisaged in 
the Seventh Plan and to service efficiently 
the rapidly growing number of investors? 
Perhaps not 1 he high power committee 
headed by G S F^tel has made several recom¬ 
mendations to enable the stock exchange to 
play the increasingly important r61e expected 
of them These lecommcndations cover 
every conceivable aspect of stock exf hange 
activity but their effective implementation 
IS bound to raise many ticklish issues 

Recentlv, the slock exchange division of 
the Finance Ministry has issued a set ol 
diic'ctives to ensiiic a healthy atmosphere in 
the stock exchanges Ihesc directives relate 
to stricter monitoring of the transactions put 
through bv the members of the exchange, 
severe penalties foi failure to effect timely 
deliveries or pavment to clients and prohi 
biting the lelcase of anv information “stating 
that the issue has been ovcisubscribed during 
the period when the public issue is still open 
lor subsciiption ’ It is to be hoped that these 
directives will be stnctlv implemented 

Steel 


Heading for Shortage 


THL steel scenaiio appears to be a total 
mess Even with very slow growth in 
domestic demand, the country is heading for 
a very big demand supply gap in the coming 
years which will have to be bridged through 
imports More disappointingly, there is con¬ 
fusion and uncertainty about the likely 
availability of steel from indigenous sources, 
particularly from the public sector steel 
plants under the Steel Authority of India Ltd 
(SAIL) 

SAIL has no doubt drawn up ambitious 
plans to step up the output of saleable steel 
in Its plants However, going by the past 
trend as well as propos^ investments, these 
plans appear unrealistic For instance, it pro¬ 
poses to increase the output of saleable steel 
in Its plants from 5 85 million tonnes in 
1985-86 to at least 10 million tonnes by 
1988-89 and. thereafter, it plans to increase 
the output ai the rate of one million tonnes 
per annum Its production target for the 
current year is 7 2 million tonnes. The 
present installed capacity of SAIL plants, if 
uttlixcd fully, can produce upto 7 2 million 
tonnes of finished steel. It can go upto 9.5 
million tonnes by 1989-90 if the expansion 
plans of the Bokaro and Bhilai plants go 
according to schedule. 
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The latest annual 'eport of the Ministr> 
of Steel and Mines has estimated the pio 
duction of saleibit steel from SAll plants 
at 7 million tonnes in 1986 87 Wfhich is two 
lakh tonnes less than the taigti SAII has 
set lor Itself Accuidinc to the Sled 
Miiiistis s pioiLciion tin. avail ihilm oi sinl 
from SAIL plants iso.xeted to inercisc to 
7 9 million tonnes bv 1989 '8) ind S 9 million 
tonnes b) 1994 9S as against the SMI s pio 
leetion of IS niillioii tonnes b\ 1994 9S In 
fact the Ministn leport tspe is the tv nl 
ablins ol steil fioni SMI plants to uni tin 
unchanged it 8 9 million tonnes till the turn 
ol the eentins Thus there is i wide \ on 
non in the oiitpiii estuntes I'lvtii hv ‘'Ml 
ind Its iment ministrv 

1 he e 'iifusioo does not end heie While 
the Steel Minislrv his estlilllted I - ip ol 
S f million tonnes between demand and 
domestie availihilitv ot steel hv the linn ol 
the eetitiirs I’l iiining C eimmissiein s 1 ttest 
estimates put this eip at ovei six million 
tonnes Agiin thcie ett arutions in ihe 
estim ttes ol the PI tuning Ce'minis ion tnd 
those prepared bv i vvorkint gump eailiei 
While both the estiinates have given iden 
tieal demand toieeasts thev dillei veidelv 
with regaid to domestie availabilitv of steel 
The demand lor steel according to both the 
estimates is expected to go up Irom 11 9 
million tonnes in the euireni vt it to n9 
million tonnes bv the end of the decade and 
further to 17 7 million tonnes hv 1994 9S and 
22 ^ million tonnes by the turn ol the 
century As regards the indigenous supplv 
the working group envisages it to ineieise 
to 13 iTnlhon tonnes bv 1989 90 against the 
projected demand of 119 million tonnes 
However the Planning Commission istimati 
puts the supply at 12 4 million tonnes leaving 
a demand supplv gap ot I ^ million tonnes 
in 1989 90 While the workma group s 
estimate envisages a shorilall ot onlv ^ lakh 
tonnes to be met through imports bv 1994 9S 
the Planning Commission s latest estimate 
puts it at 2 5 million tonnes hor the ve ir 
2000 the working group has estim tied the 
demand supplv gap at five million tonnes 
while the Planning f omniission estimate 
puts It at over six million tonnes 

Incidentally, the estimates prtpaied by the 
working group as well as the Planning t om 
mission are based on the assumption that 
the commissioning of the Visakhapainam 
steel plant, expansion of Bokaro and Bhilai 
to four million tonnes each and modernisa 
non of Durgapur, Rourkela and IISCO 
plants will be according to schedule and all 
these will be completed by 1994 95 
The annual report ol the Steel Ministiy 
does not envisage any increase in the 
domestic avgilablhty of saleable steel 


between 1994 9S and l‘J99 2(XK) as e ui be seen 
from ihe leeomp III ng I ible i ptodueeil 
Itoin the lepoil Wh I Iheie is this nuleh 
eonlusion il i lit d in itiel tnd iv ill ibilil 
bee Ulse ol the v 1 v ill UK II 111 iIk 
vsliinik pupil I I dilfeuni in i 
lions II IS,.Lil III! il iKeoniitivi h ulni 
I I 1 SU I II I IL 

Phatmac emual Industt \ 


Wlial Drills*' al What Pints' 


II IS not tun ihit the phiimi lUIk il 
indiistiv uhiin te tiiliius ispeeitllv iii 
niiiuis il iiH III L piodueiion meets 
Move i till Dill inniial geileial nieelitip 
ot llu i Irt nils It I )t I’haimaeelitie tl Pu) 
diieeis )| Indi 1 the outgoiiiL pusid ni 
K \ 1 inj.nni hi I uiienled Ihe industiv s 
liiluie to lehieM. Sivlh PI tn tiigels 
piodiulion ol bilk lues tnd foriiiulaiu ns 
beini only x6 7 pn uni and 74 s pci eeiti 
uspeelivelv ol tl PI in proieetions 

This is ol e< iiisi nit a levelalion Ihe 
Severuh Plan h is di iwii attention to this laei 
(tnd his in lad computed a bigger shoii 
I ill in bulk diugs puiduetton) attributing it 
to low demand due to high cost o( druns 
Pven while this exp) in ition is itself question 
able the indusiiv s undcistanding of the 
ftetois leading to this failure to achieve 
targets is even iiioie implausible C onti trv 
to the Pluming ( oniinission' eonitniion 
the OPPi ev pusident argues that it is the 
presen' piieing pol which pegs prices of 
essential diiiifs a uiieeonomie levels [which] 
has idverselv alfeeted then production 
Veordiiig to the iiidustrv this ftilure to 
aehivvc targets is m unlv ttiribul tbit to the 
tael thit tile go tl mieiit has not intiodueed 
inteiini measuies to airest the shtiplv 
declining tiend in piofiiabiliiv It has 
wanted that the viibilitv ol the phaiini 
eeiitieal opei itioiis ii hading eoinp trues 
IS thieateitee' iiul thit it the tteiid ot 
seveie eoniiols on the industiv eontinuvs 
the goals ot dines l< i til and health tor ill 
bv 2000 will rtm tin on papei It hts siig 
geUed several steps to the goveinmeni to 
achieve meanin^ti I lesults which inebide 
veiv selective piiee control sell rtgulaiion 
tnd reduction ol eoniiols It has also levom 
mended that the svstei ol inaik ups should 
be done awav with ilioaethci and i eeihin 
on piofitability of total lo'nuilaiions turn 
ovei should be spepcilted “TItis would allow 
the manulaetuiers to adjust prices ol in 
dividual products so that their ovetall piu 
fttability on formulations remains well 
within the ceiling" Ihis measure, it is felt, 
would stimulate “health competition'. 


ensuring prices “fair to both manutaeturer 
and eonstimcts and the government would 
be lice Irom the lotallv unnecessary 
idministrttive burden ol having to Itx the 
individual pi tecs ol thousands ot products ’ 
Noiwuhstanding the indusirv's eoneern 
lor the government s administrative burden 
spcLilving I ceiling on ovetall prolitabihty 
IS h irdlv likelv to aebieve the ob|Ctltvcs of 
pi lee Lontiol vvhleh I' !<' eiisurc the avail 
abiliiv ol essenti tl medieinev to dl at afford 
ihli piiLcs This would ilsoellcctivclv stall 
all elloit to leduec 'he number of drug 
toimiil ttions in the in irket 90 per cent ol 
whuh tic teinud v*. iiussentHl 

Not surprisinelv the outgoing OPPI 
pusident s speech in tkes iio mention ot the 
tskewed pttlein of piodueiion oi of the 
sliaip iiiereise in the piopoition of lormula 
tions and the deeieist in shaie ol ptodue 
tioii ol essenti tl eh tigs Between and 
1980 there w is i detline in the propoilion 
)l exseiltul hugs fioin 4 S pn cent to 3 6 
pel Lent ol lot tl piodueiion md tiom 16 7 
It n 2 pel eeiil m eweniitl dl lies The pro 

I >rli in ot L lU LOIS III ind l\ dings (over 
the lOiiMiei nul higelv ine'xenti il drugs 

11 h I 1111)111' eOuill'Vlup' lonies etc) 

II I 1 on i| It nil 6" 1 pel eenl to 68 6 per 
ml md II ■' pel Lent o i4 6 pet cent 

I peell elv mil till Held lit' not been 
uv I' d 111 u ell Veils Moiiover despite 
till inilu'liv onM II 1 Lonipliinls ibout lews 
milk u| illowcd I I L" III I il dings there 
h i\ bun Liu mu us pii l ineie isis m the 
ilLLi IV I 1 m| I llu I I Lc I I till mil 
I U diiig IMl l’\ 1 wint up bv 6"' pi i l nl 
I Li iLLii 19 > mil ix| 

I h U till I 1 I I \ Il 1 II IK ' ' nil 

ilii essenti tliiv ol ilriU'Oi then lationaliiv 
ts long IS It in ikes i piolil is lell illuslraled 
bv itsiesponse to the Loveiimieni s illentpis 

III leduee the m Ilk ups in Ihe l tse ol multi 
vitamins In Oe obei 1983 the govcinnivnt 
had ordeied the industiv to reduce mark ups 
on non stand ud (i e not listed in inv 
phitmteopoeu Indi in oi toreigli) multi 
ingredient eompositions inibiding vitamin 
Lompoiinds Irom 100 pei cent to 60 per 
cent All except two eompmies went to court 
on the issue Ihe older h «s been itissued in 
March altei Ihe guvetnmeni had eondueled 
pcisoinl di'Liissions with the industry as 
oidtrtd bv the eoiiri Two eompanies Pfi/cr 
and Sando/ which piodtiee 10 tnd 14 
multivitamin toimulilions respeetivelv 
(which bv Ihe f tel tli tt thev come under Ihe 
piiiview ol Ihe oidei ate non standard ) 
have once agtm tiled revuw petitions 
Ironieallv it ix well known that multivitamin 
combinations are tImoM vvhollv uiineeessarv 
iriation il and useless And yet the single 
largest gioiip ot drugs listed in the Moitihh 
ln<l< V oj Medical S/hciuliiu s in India com 
prists VII limns It iluse dtugx are among 
the largest selling loitnul itions it is cntirelv 
because ot the excellent disirtbulion 
network (which the tJPPI piexidei i men 
lions 111 Ills addless) is well is thi highiv 
developed marketing strategies ol the 
indusiiv and not bee iiise they art ntetssarv 
lo allow the drug iiidustrv to celt legul itc 
Its operations as the OPPI president has 
suggested would ccrtainlv ensure that the 
eountrv ti hievis the goal ol diugshrall 
but the moot question would be what kind 
ol drugs and a' what prices’ 
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LETTER TO EDITOR 


National Drug Policy 


ot this code and has hailed it as a aonstruc* 
list- step forwaid 


SOME ‘consumer prmips and ‘con 
sumeiists' base been expressing opinions on 
the lortlicoming nc\s diiig poliis In a 
dcnioctacs lieedom ot expiessioii is a basic 
prcsiiniptioii and it is good that diflucnt 
views aic aiied But these should be based 
on facts and not on misinfoiination or 
piecoticeivcd noitotis and pieiudiccs 
Mitd Shiva’s statement (hPM Apiil 12 
p 60S) that the All India Drug Action Net 
work had discussions wnth a small gioiip 
from diltcrcnt political patties and tiun 
issued a statement needs not onl\ i>i be 
viewed lot whai it is bin the spccitic points 
raised ic(|uirc sciiiiinv 
That the cut rent Drug Pohev ol IVb 
needs to be revised is rum will iccognisid 
It has not aihicved the obicctivc ot making 
the coiinti) sell icliaiii the I'lan taigcts ol 
piodiiction and investment have not been 
achieved, there are shortaees ot sevcial csscii 
iial drugs There is an uigeiii need loi a nevv 
diug policv The subicet has been debated 
in inniimeiable loruiiis and eoiiiuils and in 
a plethoia ol committees What is now need 
ed IS an carlv decision and iioi a tiiithci 
delav which some would like to sec 

riieie IS alteadv a national hcaltii policv 
which iiicoipoiales a nunibci ot subsidi.irv 
policies and .is such theic is no need to 
delav annouiicemciii ol a new drug policv 
Those lamiliat with the Haihi ( oinmit 
tee Kepoit ate well aware that, hairing the 
.chaptet on pricing which was wiitten b> an 
eminent economist who was a mcmbei ol 
the C ommiitce the so called ‘essential drugs 
list' IS fai lioni objective oi rational 
The etniiieni inteinatioiial experts who 
piepared the WHO list will themselves be 
suiprised at the manner in which their 
recommendations have been twisted I hen 
intent was that in developing coiintiies, the 
list ol appn.omatelv 2^0 bulk drugs would 
meet the requiiemenis of the majoritv of 
people and ihcv should be .ivailable in abun 
dance at reasonable prices At no time was 
It evci the intention that other drugs should 
not also be av.ulablc 

There is sometimes contusion between 
bulk drugs and loimiilations lot a bulk 
drug to be used bv the patient it is requited 
to be piese”tc'd in dillcicnl elosu'c loims 
Whilst the number ol dosage (onus ol a 
given bulk diug averages appioxiiiiatclv a 
do/cn to cater to the dillcrent modes ot 
application—topical, parenicial oecular. 
nasal, icctal. etc and the dilteront kinds ol 
patients, e g, p.enaial. neonatal, pediatric, 
immobile, geriatric, etc. even if one assumes 
only 8 dosage foims and, in the interest of 
competition, let us sa> lU manutactiireis. the 
minimum number of foimutations lor 251) 
bulk drugs comes to 20,000 ObviousK. over 
and above these, there are othci bulk drugs 
that will be required- in India almost an 
equal numbet 

The issue ol ‘generic drugs’ is one w hieh 
IS misunderstood bj those not in the pro¬ 
fession Without going into details, suffice 


It to point out that vhcie llieie is inicCeuii 
tiol. the generk veisus biand isiue is realiv 
not relevant Qujlitv in.inut.ictiirers natuial 
Iv p'elci brand n mies to iltiilv identitv 
tluir piodtii t anci they irv lo build the 
liiglicst stand lids ot qiiiihiv into ihcir pro 
due's whereas pe.i iK ii’.iMiilaeiuieis do 
iioi iiecissiiilx lollow the s.iiri, line 

I he siiggc'simn iliat theu should be pio 
eluiiion and dcliveiv ol isscnlial chugs at 
aiioidabic piiee's at all times to all people 
IS iiniit'uable What is icquiicd is i sciisi 
blv pivliiv tociuoiii ice moil piodiKlioii iiid 
It .1 segment ol till population is to be given 
subsitllsed ill Ill's It sliOlllel le il .11 Iv ic 
eoglllsi'il is Ml I, 

The stateiiient that ha/aid<u<s iii itiop.il 
ami useless di ugs should be stopped impl.es 
that thev exist m abundance vhuli is not 
line No dim can be sold ill Inch i without 
the pr'oi approval ol the Me iliii \uihoiities 
who h.ivc lire idv b inncd, on the lelviec ol 
tlieDtug Iechtiie.il \dvisoiv Bo.iid and the 
Indiin ( ouiieil ol Medical Rcseaich, 22 
e itei'orics il dings and )S(i .omhina'ions 
.iiid will doubtless not hesitate to ban otheis 
1* thev I ill in iiiv I t the e I'e ones 

I he oitMiilscd sieloi ot lli iiidusliv 
lollows ethie il m.itkitinf method Thi le is 
llso legist itioii to inc'vent iiiielhieil prae 
tiecs In addition tlii niaiot conipaniis h.ivc 
voluntaiilv adopted in intetnaiional code ol 
pharmaeeiltic.il maikelinu piaeliees deve 
loped bv the Intcinational ledeiaiioii ol 
Phaiiii.ieiutic.il Maniilacliiicis Xmociiioiis 
(11 I*\1A) ticneva \ii independent expert 
co.iirniitec initiiiois the obseivaiiee ol the 
code wtirld wide The WHO has taken note 



In regard to ditection circulars or package 
inscits there is a world-wide debate as to 
whcthci it IS desirable to make available such 
inlormation to the patient diicctly Certainly, 
It IS available to the doctor 

The suggestion that the Health Ministry 
provide inloimation regarding drug usage 
to ihc medical piotessiun and chemists is a 
good one Aie they equipped for it’ 

None can deny that drugs should be 
mamitaetiiicd onlv bv those who arc ade 
quatclv et|iiipped to ensuic at least the 
minimum standards of qualitv but the ques 
non IS whether all the 8,0()0 plus manufac 
tiiicis cuiicntlv licensed are so equipped 
The suggest ion that international com- 
pniics be made it) produce essential bulk 
diuj's horn the basic stages is, in truth, only 
pan ol the lots All major companies, 
Indian oi multinational, especially, those 
vviih loriipetciice and know how, should be 
permitted to produce modern drugs An 
inaKsis ol the diugs manufactured by 
inter national companies shows that, despite 
hiving been demed industiial licences for 
several essential dings they are today pio 
tliiiing more high tcchnologv essential bulk 
dings Itom the basic sl.igc 

C oiicumciism IS of value, particularly in 
out countiv wluic the naive, the innocent 
and the iininlormcd arc tcgretiably often 
misled But when it icsorts to innuendo and 
disioiiioii ol taels and m some instances 
seemingly .ids as a Iront, ii needs to be clear 
Iv seen as such 

ARVIND Nair 

Oiganisation ot Phaimaceutical 
Produccis ot India, Bombay 
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PfcRSPtCTIVEb ON SOCIOLOoifAt IHEOR/ 

S N Eisenstadt and H J Helle (eds) 

MACRO SOCIOLOGICAL IHTORy 

H J Helle and S N Eisenstadt 

MICRO SOClOLOG't AL THLORY 

This import int ii d much neecJeo 'v o volume work taxes stock of the new approaches 
which have cleveiop* el in so loloqy 'ince the 1V60s It presents from different vantage 
point-j the majo' dlmenslor\^ of reient thcoieticil controversy and hishlights the grow 
nq reroqnitior ri problems common to ail aieas of sotiolosical endeavour 
biqnificmt nevs comntiutions to ethnoniethodolosy to social psycholosy and to the study 
of instil jtioi IS ire examine d in Macro S 0 C 10 I 03 K at Theory and its companion volume, Micro 
bcvrotojrcd/ Thtory Toseh er they show that the traditional line of division between struc 
turalist macro theories and interactionist micro theories is increasingly beins eroded 
These stimulatinq volumes will be of interest to all sociolosists and social theorists 
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CAPITAL VIEW 


Let’s Talk about Hindu Tundamentalism’ 


the State can stamp it out Here, apart from 
cliche statements, nothing emerges 


Romesh 

EVERY now and then we are reminded that 
the press is deliberately unresponsive to the 
new ‘bdl gamtf that our young rulers are 
embarked upon It is just as well, for the 
game is tembly dangerous and might well 
throw this country into devastating turmoil 
So many isolated incidents appear innocent 
enough, but when studied in their inter¬ 
connections they emerge as a massive stir¬ 
ring of Hindu fundamentalism 

Apart from the subsidised Shiva Sena 
activity in Punjab, designed supposedly to 
remind the Sikh activists that enough is 
enough, we are witness to a strange Hindu 
excitement over the Shah Bano case as if the 
Muslims are going to be disaplined The 
commitment is not really to the rights of 
women (who are maltreated by all sections), 
but to the beginnings of an assault on what 
IS described as Muslim personal law If 
stupidity marked the editorialising and 
sermonising in the Supreme Court judg 
ment, and repeated in the politicking of 
Rajiv Gandhi’s very own law making, there 
was all the more reason to bring these mat 
ters into some integral and balanced focus 

The Hindus forget that even though in the 
early years of freedom a great effort was 
made (largely by Jawaharlal Nehru) to set 
norms by reforming their practices, the feel¬ 
ing persisted among other communities that 
the ‘reforms’ were designed to disarm, frac 
ture and absorb the minorities (particularly 
the Muslims) Had initiatives been taken to 
institutionalise the reforms in common 
codes, with the majority foregoing advan¬ 
tageous provisions like the Hindu Undivided 
Family (HUF), it would have been easier for 
all communities to opt for the enlightenment 
embodied in our Constitution 

The older generation of leadership, forever 
prattling about seculanty, failed the country 
However, it did not surrender to any kind 
of revivalism, revanchism and fundamen¬ 
talism There were many lapses, inadequate 
understandings of the meaning of vote 
banks and even patterns of discrimination 
between sections, but there was nothing like 
the present-day espousal of deliberate 
divisiveness by the ruling Hindu majority 
It IS there for all to see, and it cannot be 
wished away 

The Hindu stirring was exploited by the 
Rajiv Gandhi cotene in the last elections 
The dark and sinister conspiracy, supposedly 
embodied m the vanously tout^ texts of tlw 
Anandpur Sahib resolution, consolidated 
Hindu votes even as it pitted havoc with 
secular commitments If the Sikhs can be 
pilloried, then amrone can be The new ball 


Hiapar 

game is very Hinduistic, and likely to 
become more so if a halt is not called 

The Ayodhya tempie/mosque crisis now 
appears to have been officially excited 
What’s more, the-Hindus were permitted to 
lead victory processions, but protest meet¬ 
ings by the Muslims were bann^ These pro¬ 
vocations will naturally keep building The 
PM’s play with the Kumbh Mela festiviues 
(with wife in tow) had to be followed by the 
trumpeted visits of three Congress chief 
mimsters, so disrupting police arrangements 
that another tragedy was enacted on the 
riverside ghats 

In this context reports of the Uttar 
Pradesh chief minister’s involvement in 
Thntric rights are immediately accepted 
Remember the story of the Brahman poll 
tical leaders in Bihar bathing in goats’ 
blood* Who knows what else goes on these 
days If certainly needs detailing in the press, 
it only to convince us that we are reviving 
the worst rituals of the past 

All this religious mumbo-jumbo, belong 
ing to an age long past, will retreat only 
when the ruling coteries develop the courage 
and commitment to isolate the rabble 
rousers This courage seems non existent at 
the moment It cannot even draw succour 
from the healthy sentiments expressed by 
enlightened minority opinion—that a com 
mon civil code is possible if it draws on the 
most enlightened practices of all religions, 
that contested places of worship should 
become protected sites for the religious 
observances of all communities, that religion 
IS not for demonstration, and that the State’s 
apparatus and its power wielders should 
remain aloof from anything that is seaional 

We have a long way to go The daily press 
brings us news of ruling ministers for ever 
participating in religious and sectional func¬ 
tions They imagine that they are building 
their wretched vote banks, but actually they 
are helping to bury the vote Anyone with 
eyes can see the trends that are now building 
to assert values that are mimical to the 
growth of a modern and viable federal poll 
ty Are we all in some sort of opportunist 
collusion > 

The notion that what we are witnessing 
IS a very natural Hindu ‘backlash’ against 
intractable and reactionary minorities 
should be put to rigid tests Its falsity would 
soon be established But no one moves, not 
even those formations in our political life 
supposedly distant from these manipula 
tions The virus has taken hold to an extent 
that only the mobilised will and power of 


The thoughts of disturbed politicians turn 
to governments of national unity, supported 
by similar coalitions in the regions, and to 
other kinds of inter regnums, but even here 
the structuring of initiatives has to bridge 
the polarisations we live with In other 
words, the business of correctives can 
become doubly divisive and violently contro 
versial without the sponsorship of unifying 
institutions 

The desperate effort to maintain the 
present order of things is seen in the care¬ 
fully angled opinion polls conducted in a few 
selected cities to prove that Rajiv Gandhi 
continues to ride the waves These stupid 
exercises in seif delusion will soon be tested 
in Kashmir and Harvana-even Kerala If 
these regions are seen as not representative, 
then wait for Maharashtra and (jujarat to 
force the pace As for the heartland’ of the 
sub continent, goodness knows in which 
chaotic direction it is diitting 

We have to talk about Hindu fundamen 
talism because, in the absence of any 
intelligent commitments to modern nation 
hood It may become the only tallying cry 
tor a ruling party in the doldrums, a kind 
of rfesA/ fascism ith all the passions now 
being expressed at various levels it could be 
put together without much bothci After all, 
so much of democratic India is essentially 
authoritarian playing at democracy 
democracy 

The major obstacle to this fascistic 
scenario is the tact that the sub continent 
IS no longer at the mercy of a single party 
or a single leader A major and important 
part of India is ruled by parties of the 
Opposition But they too can collude in 
fascination if they tide undcmociaiically L^i 
them test their performance and they will 
be found wanting Small wonder that the 
Congress(I) charlatans arc encouraged to 
launch a ‘Hegdc Hatao campaign He is, 
and remains, a democratic symbol—yes, 
despite the confusions around arrack 
bottling 

We need firm and straightforward cam 
paigning against all fundamentalists, and as 
a first step those who talk this language have 
to he expelled from political formations 
which arc secular There s plenty of health 
in the sub cOiiiinent so long as we work to 
isolate those who imagine that they can 
easily dominate political thought through 
communal posturings those who fail to 
take positions ate merely protecting their 
imaginary vote banks We need another kind 
of vote bank to challenge the paper tigers 
who are on ego trips and long ago lost their 
links with spirituality 



STATISTICS 




Vviatkm (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 - 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In- 

In 



(19-4-86) 

Month 

Year 

29, 1986 

85-86* * 

84-85 

83-84 

82r83 

AU Commodities 

1000 

361.5 

0.3 

3.0 

0.7 

3,7 

7.0 

9.5 

2.6 

Primary Articles 

417 

333.2 

0.5 

2.1 

1.2 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

323.2 

0.5 

7.4 

1.3 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

279.4 

0.5 

-11.2 

1.6 

-10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

83 

610.3 

0.2 

9.0 

0.2 

8.9 

2.6 

7.6 

7.5 

Manufacture Products 

499 

343.0 

0.3 

2.1 

0.4 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



CcMt of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

in 

In 

In 




Month 

Year 

1985 

84-85 

83-84 

82-83 

81-82 

For Industrial Workers 1960 a 

100 

633* 

0.6 

8.2 

8.0 

6.4 

12.6 

7.8 

12.5 

For Urban Non-Manual Employees 1960 > 

^ too 

37^ 

0.3 

8.0 

7.2 

8.1 

10.3 

8.0 

11.9 

For Agricultural Labourers July 60 to 

532* 

-0.2 

5.7 

6.8 

0.2 

11.4 

5.2 

12.4 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(11-4-86) 

Month 

Year 

28. 1986 

85-86* * 

84-85** 

83-84 

82-83 

Money Supply (M,) 

Rs Crore 

1,19,196 

2,229 

16,566 

2,047 

15,192 

16,058 

13,031 

10,115 




(1.9) 

(16.1) 

(1.8) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

60,073 

468 

9,315 

1,544 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

81,192 

1,564 

10,874 

646 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,740 

959 

749 

442 

299 

1,419 

-104 

-977 

Deposit of Schedule Commercial Banks 

Rs Crore 

85,509 

1,275 

13,385 

790 

12.475 

11,519 

8,550 

7,299 




(1.5) 

(18.6) 

(0.9) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets*’ 

Rs Crore 

7,428 

931 

475 

414 

53 

1.319 

943 

911 







(0.8) 

(24.0) 

(20.7) 

(27.2) 

Index Numbers of Induatrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per 

Cent) 


(1970 = 100) 















in 

In 

In 

In 

In 




1985 

1984 

1985** 

1984** 

1983 

1982 

1981 

General Index 

100.00 

223.0** 

205.3 

192.6 

6.6 

7.2 

4.5 

4.5 

9.3 

Basic Industries 

32.28 

277.5 * 

253.9 

239.4 

6.1 

11.5 

5.5 

8.0 

14.5 

Capital Goods Industries 

15.25 

228.8'* 

220.9 

210.5 

4.9 

12.0 

4.3 

0.9 

8.1 

Intermediate Goods Industries 

20.95 

193.7|* 

180.3 

162.5 

11.0 

1.4 

7.9 

1.9 

3.7 

Consumer Goods Industries 

31.52 

181.5'* 

163.5 

159.3 

2.6 

2.0 

0.4 

5.8 

8.2 

Durable Goods 

3.41 

240.4'* 

238.4 

199.6 

19.4 

18.6 

0.1 

3.6 

-0,1 

Non-Durable Goods 

28.11 

173.1'* 

152.9 

153.8 

-0.6 

-0.6 

0.5 

6.5 

9.3 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Nov 85) 

1985-86* 

1984-85* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

Exports 

Rs Crore 

800 

6,819 

7,461 

11,396 

9,872 

8,908 

7,803 

6,711 






(15.4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

Imports 

Rs Crore 

1,541 

12,289 

10,799 

16,592 

15,763 

14,356 

13,671 

12,524 






(5.3) 

(9.8) 

(5.0) 

(9.2) 

(40.6) 

Balances of Trade 

Rs Crore 

-741 

-5,470 

-3,338 

-5,196 

-5,891 

-5,448 

-5,868 

-5,813 

Employment Exchange Statiatica 

Unit 

Latest 

Cumulative for* 








Montn 
(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,591 

26.270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

320 

520 

380 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.(n 

Number of Vacancies Notified 

Thousand 

SO 

SO 

63 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

503 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1984-85** 

1983-84** 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,336 

80,898 

Gross Domestic Product (lSt70-71 Prices) 

Rs crore 

61,473 

39,319 

55,032 

53,168 

50.736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

693 


* For current year upto latest month for which data are avai&ble and for correipondini period of last year. 

** Excluding gold and SDRs. 

■f Upto latest month for which dau arc available. 

+ + Provision data. „ ,,v. i"', 

Nota; (I) Supe^icript numeral denota momh to which figore rdateti eg; stqieficilit*" 

(2) Fillet in brackets denou percentage variation over previoM pcHod. 
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I^OU will be told not to be amazed at the 
infinite sustaining power of the Congress 
party: like ftiul Robeson’s ol’ man river, it 
will roll on and on, splits and elisions and 
suspensions notwithstanding. It is, you 
be told, hardly anything unique, hasn’t the 
same phenomenon happen^ in Mexico, 
where the same party has been in power ever 
since the revolution and, trappings of 
parliamentary democracy and all, has now 
completed more than a threc'-quarters of a 
century of uninterrupted run? 

There is a difference; the analogy does not 
hold. In Mexico, certaiidy the same party has 
continued in power, but the major point of 
substance in the Indian situation is still miss¬ 
ing there. It is the dynastic arrangement 
which makes our case non panil. The party 
has not been made synonymous with a 
household in Mexico. The party structure 
there too has undergone transformation; 
nonetheless, the party still matters, ho par¬ 
ticular household has tried to manipulate it 
to serve its particular purpose during these 
nearly four score years. The relative distribu¬ 
tion of power and influence between the 
ruling party and tho.se in opposition may be 
no different in Mexico from what it is in 
India, but the concept the party retains 
its classical nuances and has not been 
reduced to a bawdy joke as here. 

Political scientists, congratulate them on 
their luck, have therefore some unique meat 
to bite into: the Indian National Congress 
is the one and only one, age cannot stale her 
infinite monotony. Aspects of this uniqueness 
ought to prove ample source material for 
Ph D dissertations in social science faculties 
of universities and research institutes-ail over. 
For consider the latest series of episodes. The 
party has a working president and a vice- 
president. Since it is the vice-president who 
has been commanded to do the actual work 
on behalf of the president, little is left to the 
role of the working president, who therefore 
is forced to cultivate vices. But since it is the 
prerogative of the president to appoint party 
officials, it is equally his prerogative to 
disappoint some or all of them. Which he 
has proceeded to do in a manner made 
much, much famous by his mother, lb 
describe such goings on ,as arbitrary or 
authoritarian is neither here nor there. The 
Congress, after all, has always been an 
authoritarian party, even when it put up with 
‘democratic elections’; only the st^e of 
authoritarianism has changed over thi^ 
twenty years from themid-Ifti^i 
Gandhi's will, and 
the direction of C(|n|Mii4r 
course, Mahatma Cac"*® “ 
over by JawaharkU 

siofi.tl^’lts^tt. 


it is her offspring’s limes’. Those who would 
look with suspicion upon this ruthless 
version of history better look up the cases 
of Subhas Chandra Bosa, J ft Kripalani and 
PuruiiA<^m<|Rs Dbdpm And the battle of 
1969 was merely to decin who would fill in 
the role of the authoritarian in the running 
of the party. The fiiddy-duddys Indira 
Gandhi pushed out proved their incompe¬ 
tence in that battle; their demonstrated 
ineptitude was however'no evidence that, 
either attitude or by incHnation, they were 
any less, authoritarian ritaii her. 

R wtHild thus be ridiimlbla 'n) feign outrage 
at the latest round of developments. In this 
aura of live and not let live, he who wields 
the first knife is the winner and is going to 
gather all the chips. It would be silly to talk 
of the party constitution in this context, or 
to invoke any supposed ideology. The only 
ideology which is relevant is the one of sur¬ 
vival in power; methods and morality have 
nothing to do with it. Indira Gandhi, the 
greatest exponent of tifis branch of thought, 
was no armchair philosopher, she practised 
what she preached, she proved the opera¬ 
tional superiority of unethical conduct in the 
affairs of men. Her offspring deserves 
felicitations. Notwithstanding occasional 
ugly rumours to the contrary, he has 
obviously no intention to stray away from 
the straight and narrow ^ath of mayhem 
and nonforthrightness the mother had so 
gloriously exemplified. 

So leave the Congress pi|rty, its internal 
problems' and its president-bn-assumption- 
for-life out. It is the ihorpihology of the 
Indian people which should primarily con¬ 
cern the dissertation writers. What qualifies 
a nation for the syndrome of sui generis, and 
to put up for perpetuity with the dominance 
of a single family despite these being the 
fading decades of the twentieth century? In 
their quest for an answer to the riddle, the 
Ph D aspirants could do worse than concen¬ 
trate on the goings on in tl]F central heart¬ 
land of the country. It wilt be a mistake to 
look down upon a cliche simply because it 
is a clfehe. The rest of the nation, quite 
Ko^ly,..^s not mattert .as has been 
prpMd dyef and over .again, only the 
Aryavarta bit of it does.'Writers^of the ‘pro¬ 
gressive’ school have made a hash of 
it, nothing is more lopsided than their 
apoti^osis of Eighteen K^y Seven, it is an 
iU ^'jnd^Whitm does nbf.htow anybody any 
' alloVvcd ^ ftritfsh to colonise 

. outrage. 

i^teenm 

ttiims in one 

S'jUiO* 

i'iflkvely 



disturbing—had persuaded most rulers on 
the wisdom of taking a less passive role in 
the affairs of the common man. The signals 
were being picked up in the colonies and im¬ 
perial possessions. Were the British allowed 
to follow their instincts and play a more in¬ 
terventionist role in the life and living of the 
native people, it would have been possible 
to eliminate the remnants of the Middle 
Ages from the Indian system at a reasonably 
more satisfactory rate. Instead, with Eigh¬ 
teen Fifty Seven, the feudal hold-ojits won 
the day. In neither strategy nor actual com¬ 
bat they could get the better of the British. - 
Nonetheless, the latter received the fright of 
their lives, enough for them to down the 
shutters. Landlords, when they came to thdr ' 
rights, have to balance the exercise of these 
rights with the simultaneous fuinimem of 
certain obligations: it is their duty to ensure 
that the original and indestructible proper¬ 
ties of the soil remain unimpaired. Similarly, 
the imperialists, even as they exploit those 
whom they subjugate, traditionally have an 
obligation to hasten the pace of transmis¬ 
sion of knowledge and awareness. By our 
insensate romanticisaiion of the feudal nonr 
worthies, we provided the British with the 
opportunity to opt out of this essential, 
obligation. As a consequence thereof, the 
heartland has remained frozen at the still 
point of time, the sixteenth century is for 
ever. Since time has come to a stop, and it 
has been so for decides on end, the idea of 
a monarchical arrangement does not appear 
to be an anachronism to the preponderant 
majority of the inhabitants in the nation's 
heartland, and the dynastic system is 
accepted as the natural order of things. 
Given the circumstances, adult suffrage 
hardly heralds emancipation of the people;- 
the denouentent is almost the obverse bf 
what the dissertation writers would have im¬ 
agined. The masses are the victims of uneven 
development, or worse, of non-development; 
their unfettered right to cast votes provides 
a bulwark of extra strength to the forces of 
feudalism and obscurantism: the prince, by. 
definition, is supposed to succeed to the 
throne, so what is wrong if wc vote for him? 

Ihie, the narration above still explains only 
one part of the story. Why did the fringe 
areas put up with equanimity with the fool¬ 
hardiness of this uneven development business, 
why did they allow the weakest link in the 
chain to dictate terms to them, why did not, 
they ever feel tempted to unshackle them¬ 
selves, or otherwise tell off the heartland that 
this far with its whimsies and no further? 
Thereby hangs the other tale, linked to one 
specific fatal flaw in the Indian'character. 
Itetumn the reality and the^bstraetion, 
the Indian mind would always choose the 
abstraction, Frofn .ihc epoch of the Crusade 
onwards, there haslftten continuous talk of a 
hoary European Civilisation or a hoary , 
Eim^waB tradiiion. Such talk did not ever at ' 
aiV-l^nt rio^ the nationalities of Britain 
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, .QF*Fnnce or Germany or Sweden in their 
trhi^ They have accepted the burden of a 
certain diared destiny with the rest of 
Buropc; but. since destiny is an abstraction, 
and you cannot go to bed with an abstraction, 
thiy have continued with their daily peram¬ 
bulations. In case they have felt it necessary, 
they have not minded engaging in gory wars 
with those other nations of Europe with 
whom they were supposed to share the 
elegance of a common heritage. Such rude¬ 
ness is unheard of in the Indian environ¬ 
ment. Material pn^ierty can be parcelled. 
tiMt is in fact one of the first lessons of the 
feudal primer; an abstraction cannot 
however be compartmentalised. The concept 
of a nation is an abstraction, and therefore, 
to the Indian mind, it is inviolable, it is akin 
to the undivided Hindu family, its tenancy 
rights cannot be doled out in pucels. Events 
in the heartland, which operates within a 
framework of the Middle Ages, may ex- 


aspetite x, y or z. But etaiperation Iv itself 
is the catharsis, you m not su^xMed to pro¬ 
ceed beyond, that would be unparliamentary, 
that would breaching the grammar of the 
national ethos. In folk langutve; this is 
known as tolerance and accommod^n. If. 
therefore, the heartland decides to stay stuck 
with the sixteenth century, no contrary votes 
are going to be cast. 

Thus it is that the diverse components of 
the great Indian nation watch each other; 
the watch is never over, and they tang^ with 
one another in a mood of immutable atrophy. 
The resulting confusion ensures the dynastic 
arrangement, it also explains the continua¬ 
tion, over an infinite time horizon, of an 
absurdity such as the Indian National 
Congress. The Congress, you think, is Paul 
Robeson's ol’ man river, always rolling along? 
You are mistaken, it is more like John Keat's 
nightingale, don’t you remember: Thou was 
not born for death, immortal Bird...? 


INTERNATIONAL AFFAIRS 


Ideology and Afghanistan 

GPD 


THE stewardship of the socialist-oriented 
state of Afghanistan has changed. Karmal 
has been replaced by Najibullah. Officially 
Karmal has stepped down on grounds of 
health. There has however been some 
dicumstantial evidence that his may have 
been a case of ‘illness as metaphor'. On 
March 20 President Karmal arrived in 
Moscow. He was, however, not received by 
Gorbachev, although party protocol required 
it. Last month the eighth anniversery of the 
Afghan revolution was celebrated without 
Karmal participating in the grand occasion. 
Karmal's arrival in Moscow was the last 
occasion when he was seen in public. Now 
we have the news that Najibullah has re¬ 
placed him as the party boss which might 
mean that we shall see less and less of 
Karmal hereafter. Pmvda in a key article on 
the occasion of the eighth anniversary of the 
Saur revolution expressed its “dissatisfaction 
with what has been done*.’. It interpreted the 
decisions taken last autumn "to widen the 
social base of the revolution” as “sharp 
criticisms of failings which have hindered the 
revolutionary process’*. That the CPSU 
leadership held Karmal responsible for this 
failure was clear when the formal message 
of congratulations from the Soviet Central 
Committee was addressed to Ali Kishtmand 
as well as to Karmal, a step, as the Guardian 
pointed out, “with little precedent in party 
protocol”. 

What makes Karmal’s exit very meaning¬ 
ful is that it has been announced on the eve 
of the direct Afghan-Pakistan talks on the 
political solution of the Afghanistan pro¬ 
blem. lb be sure, Karmal has liot been 
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thrown out of the party. He still retains his 
membership of the politburo of the ruling 
Percham Party. But that may not necessarily 
mean his survival. Hua Cuofeng’s case may 
be relevant in this connection. Within the 
Chinese Communist Party Hua Guofeng’s 
eclipse occurred in two stages. He did not 
lose his job at one go. One does not know 
if what Karmal has gone through is only the 
Hrst step leading to his eventual disnyssal.. 

In the last analysis the purges are not very 
meaningful. The situation which causes 
them is. The crucial question therefore is 
what the Afghan situation looks like now. 
It is clear that the Soviet Union is unhappy 
with the manner in which the Karmal lea^- 
ship has been able to handle the Mujaheddin 
and the problems that the insurgents have 
created for them. Barely two weeks before 
the announcement of Karmal’s stepping 
. down a big encounter with the Mujaheddin 
was reported. In that encounter 200 men 
were killed. Recently Jonathen Steele carried 
a series of reports on Afghanistan in the 
Guardian. He talked of the Mujaheddin as 
"counter-revolutionaries”, provoking quite 
a controversy in the columns of the 
Guardian. One of the correspondents 
announced his intention to send "Mr Steele 
a copy of a report by Felix Ermacor Cor the 
United Nations Commission of inquiry! into 
human rights, abuses in Afghanistan’*. We 
have quoted this letter to demonstrate that 
the discussion on Afghanistan involves 
'several issues and is quite clearly mixed up 
with moral issues or at any rate inor^ 
ardour. The question still remains wljat is 
going to happoi in Afghanistan. Going by 


what is being written in the Press, wt seiiift 
to be as far knowing this as even Here 
are a few examples. 

Writing in the Spectator on January B, 
1983, Djitas said: “lb be made to withdritw , 
from Afghanistan, the Soviet Union wotdd 
have to be defeated, as must any invader, by 
the Afghans, the pressure of public 
opinion, and by the support of governments 
friendly to the Afghan people!’ Lawrence 
Lifechultz writing more than three years later 
in the Guardian opined that the Afghan war 
is essentially a civil one, the conffict must 
be settled by the contending Afghan parties 
(emphasis in original). Deng Xiaoping had 
said good four years ago in his interview 
with Oriana Fallaci that Afghanistan would 
be the Soviet Union's Vietnam. There are 
many in the West who subscribe to a similar 
view. A typical formulation like that also 
appeared in the Guardian recently. It said: 
"In Vietnam the Russians watch^ the US 
bleed to death and, apart from supplies 
and propaganda, did not intervene. In 
Afghanistan it is the same situation in 
reverse!’ 

What do these examples tell us? For one 
thing they seem to talk a language which has 
a strange continuity. It was perhaps under¬ 
standable and according to some even 
justified in 1979. The contradiction between 
Afghan nationalism and an invading power 
is the basis of this view. Yet it seems fairly 
obvious now that, good or bad, the institu¬ 
tional structure which the Soviets have 
created in Afghanistan has come to stay. 
Karmal’s exit does not indicate any change 
in that situation. The fact that Karmal's 
performance has not been adjudged as com¬ 
pletely successful does not spell impending 
doom for the Fercham Party. Najibullah’s 
statement, his first after taking over Party 
control, is cool, calculated and firm. He is 
for peaceful negotiations, settlement and the 
like. However all that presupposes Pakistan, 
the United States and the World accepting 
or preparing to accept the legitimacy of his 
government. Karmal's decline means that a 
new man is going to negotiate the terms of 
settlement. But the terms will have to include 
acceptance of the government in Kabul by 
Zia, Reagan and Deng. Whether they do so 
or not is more than what one can say at the 
moment. 

This is not to deny that the Soviets are 
paying a heavy price for their involvement 
in Afghanistan. In relative terms, for the 
Americans continuing the Afghan insur¬ 
gency is a low-cost affair. They can go on 
pouring money and material in Afghanistan. 

It does seem improbable, however, that the 
Soviets would be bled white in Afghanistan. 
Given his good power sense Reagan’perha^ 
does not view the Afghan opeiatfoAs''as 
more serious than putting one more feash 
on thsi'Soviets. The Afghans wIU cMUntie. 
to die That will not and do« not worry 
Reagsuior Oen^fbr 2iatliie ^ be 
' Whh Bj^iadfs ken«' - 
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. colts of cpntiriued iiiv^motentiti 

AlliiMn problem. The Chihese have in 
any cm lowered their vigil as far as Soviet 
‘hegemonum* js concerned, generally ail 
over the world but also in Afghanistan. 

Stede in his articles in the Guardian was 
therefore arguing that it was time the West 
moved away horn its position on Afghanistan. 
Fred Halliday joined him in this assessment. 
Their assessment could be summarised thus. 
Much as the Soviets view their commitment 
to the Afghan government with increasing 
concern or even dispair they have no inten¬ 
tion of giving up the cause. Nor does it seem 
lilcely that a situation would be created when 
they will be forced to. 

In many ways thus Afghanistan has 
become a bottomless pit. The Americans 
would not give up their attempts to keep the 
military pressure on Kabul. The Soviets 
would not give up unless the legitimacy of 
the government in Kabul is recognised. The 
insurgents do not have a chance of success. 
Vietnam is a bad analogy. The standard 
analysis of international affairs always 
ignores ideological questions. Almost every 
Western analyst ignores the difference 
ideology makes to any ‘liberation’ war. A 
conservative, obsolete ideology does not 
make for success. Ho Chi Minh and his men 
were ‘more' than nationalist. The Afghan 
rebels are not. 

A number of readers of the Guardian were 
particularly angry at Steele because he 
described the Mujaheddin as ‘counter- 


He was ’wniiigl‘They am not 
ccnmterfevoltttionaries. T|t^ afo fhted, 
obsolete. Th^ want to fight a ‘Jehad’ (a 
crusade, a reli^ous war) in the year of our 
grace 1986. ‘Jehad’ may be anything else, it 
is riot a revolutionary phenomenon; certainly 
cannot be in our age and time. Besides 
nothing could be more absurd than to 
imagine that a project aided and abetted by 
Reagan and Zia can succeed. 

There is also the power aspect. It is not 
our purpose to undermine or ignore it. On 
the contrary, it is she involvement of the 
external powers which makes the situation 
what it is. Unless the Americans are willing 
to confront the Soviets in Afghanistan, they 
cannot alter the situation. Even then they 
may not be able to. Reagan, one hopes, 
has not so lost his senses as to land the 
Americans all over again in Asia. That 
would certainly make Afghanistan into a 
Vietnam, Vietnam properly understood 
that is. 

In the meanwhile, Halliday's and Steele's 
analyses still will have to be heeded. The idea 
of ‘freedom’ so dear to the white world 
cannot be defended at the cost of the Asians. 
Further, the people who themscUes arc 
victims of a medicsal and reactionary con¬ 
sciousness cannot Fight the Soviets and hope 
to win Afghanistan is not a human rights 
issue any longer The Americans have turned 
it into a pawn in their power game. Without 
their knowing it, they have made the 'Saur 
resolution’ safer than it was- in 1979. 


COMPANIES 


Poised to Enter New Areas 

Hansavivek 


MAHINDRA AND MAHINDRA is pois¬ 
ed at the threshold of further diversifkation 
into new areas of activity recently opened 
to the private sector—oilField services, 
telecommunications and construction and 
road building. These activities have been 
accorded priority status by the government 
and are earmarked for massive investments 
and technological inputs in the Seventh Plan. 
M and M has collaborated with Forasol 
Foramer, leading European drilling con¬ 
tractor, to bring advanced technical exper¬ 
tise to its new venture. The French company 
provides oil drilling and support services 
around the world with a versatile and 
modern fleet of rigs—dynamically posi¬ 
tioned drill ships, deep water submcrsibles, 
highly automated land rigs and ultra deep 
drilling rigs. Initially, M and M is offering 
its services to the government agencies for 
onshore drilling. The scope will be enlarged 
eventually to cover offshore activitiet and 
/rrtaiedoUri^ services. 

Ip teiccommunicatJOBk;. the company hat 
. signed n.sttsaotandum of imdarttandini. 
, idih'BHl^lhtscoRmtpBi^^ tpekplpre 


communications and information techno¬ 
logy fields in India. The company will also 
manufacture electronic private automatic 
branch exchanges (EPABX) in collaboration 
with Oki Electric, Japan. This company’s 
experience in specialised electronics goes 
back over a century when its founder built 
Japan’s first telephone set. 

M and M feels that it can make an effec¬ 
tive contribution to housing and construc¬ 
tion projects as also road building. Govern¬ 
ment is expected to invite business houses 
to participate in road building projects. 
Several new expressways and highways are 
to be construct^ so as to form a nation-wide 
grid. 

Meanwhile, the company has turned out 
good working results for the year ended 
October 1985. Its sales and other income in¬ 
creased from previous year’s Rs 381.24 crore 
to Rs 416.62 crore and gross profit expanded 
from Rs 22.03 crore to Rs 29.72 crore, reflec¬ 
ting widening of proflt margins. Although 
tax liability has taken away more, net proflt 
is Rs 13.53 crore compued to Rs 10.32 crore 
of previous year; {Bvidend has been 
ra|i^ ^ 2 points per cent and it 


covned 2.42 timn eaimiiigs as i^nst 
2.88 times |»eviously; These results include' 
working of Mahindra Spicer Division, the 
amalgamation of which become effective 
from April 3, 1984. They also reflect the in¬ 
cidence of additional bonus arising out of 
the change in the Bonus Act as well as a pro¬ 
vision for the write off of the total expenses 
related to the debenture issue 
; All through the year, there has been a 
marked slackening of demand in automobile 
and tractor industries. Considerable efforts 
were required to maintain the market posi¬ 
tion of the company. The directors point out 
that these trends continue during the currem 
year too and the situation will need constant 
attention. The company assimiliated during 
the year the technology imported for the 
Peugeot engine and produced 9,570 vehicles 
powered by Peugeot engines compared to 
8,636 units in the previous year. While ail 
government approvals for the progressive 
manufacture of the Peugeot J-9 light com¬ 
mercial vehicle scries were received by the 
company, the introduction of this vehicle is 
being considered in the light of government’s 
policy of broad banding in the automobile 
industry. An application for the manufac¬ 
ture of one of the latest models of the 
renowned and well accepted series of' 
Peugeot 505 motor car has been submitted 
to the government. 

NARMADA ( h.MtM COMPANY has 
shown improved wot king results for the 12 
months ended December 1985 compared fo‘' 
the previous 18-monih period. The company 
was able to achieve capacity utilisation of 
75.71 per cent and produced 7,57,066 tonnes 
of cement, representing 34 per cent increase 
over the previous period on an annual ba.sis. 
Sales brought in Rs 57 crore against Rs 50 
crore and the outcome was a gross profit of 
Rs 5.23 crore against a trading loss of 
Rs 1.36 crore previously. After depreciation, 
there is a net loss of Rs 2.31 crore. Deprecia¬ 
tion for the (teriod ended December 1984 has 
not been provided in the accounts. After 
making adjustments relating to previous 
period and taking into account the deficit 
of Rs 3.17 crore, total deficit carried to the 
balance sheet mounted up to Rs 15.62 crorc. 

The company has decided to construct 
additional stoiagc facility at Ratnagiri to 
overcome the problem of movement of' 
clinker during monsoon. The Oovernment 
of Gujarat has imposed Mineral Rights Ta\' 
from November I, 1985 on limestone raised. 
The tax is on graded scale depending on the 
year of production. Presently, the rate 
applicable to the company is Rs 4 per tonne, 
resulting into an additional burden of Rs 55 
lakh. This is in addition to the royalty 
payable at Rs 4.50 per tonne on limestone 
rai.sed, which will annually cost Rs 58 lakh- 

ABBOTT LABORATORIES (INDIA) has 
she .vn improved working results for the year 
ended November 1985 with sales rising from 
the previous ye^s Rs 13.70 crore to Rs 17.6>l 
crore and gross profit from Rs 48 lakh to 



Rt bpc^' thcK flgunt. h(>M«i«r> 
a m<id(st coQtnction of grots maigins. 
Dqundatkm has claimed mote M Ri 15 bdch 
(lU t lakb) tMBBUse of dci)nciaik» alloM^ 

■riatiiig to the hulk drug project at 
Anklediwar ifl Gujarat There IS no tax UaU- 
lity, which required Re 10 lakh last year. Net 
profit is Rs 47 lakh (Rs 30 lakh). Dividend 
has been stepped up from 8 per cent to 14 
pa cent. 

The price revision applications for vitamin 
formulations are still pending with the 
government. Meanwhilq the government has 
directed the company to reduce the prices 
of vitamin products on the basis of M per 
cent mark-up. In view of its significant 
adverse Impact on the future profitability, 
the company is submitting a review apjrfica- 
tion under the Drugs (Price Control) <3rder, 
1979, for government’s reconsideration. 

In the Capital Mariset 

United Phosphorus is going public. It is 
making a public issue of 7,(X),000 equity 
shares of Rs 10 each and 2,30,000 13.3 per 
cent secured redeemable convertible deben¬ 
tures of Rs 100 each, both at par. A sum of 
Rs 30 per debenture will be convened into 
3 equity shares at par on July 1, 1988. 
Subscription list opens on May 12. The com¬ 
pany started production of red phosphorus 
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India cohfbrri^' 
hig^ taoui, itai)^..^Q(M 
United Phosphorus nttiOtdbr 
try’s total itMiuirsspe#'m nd pbdpphprbs 
but also exports to ihS; world in¬ 

cluding US and other simneMeounhiaL 
It has two iind, 

Ankleshwar, ^ Ih. 

own R and D hffoidf' die cbajdaw has 
developed several pppibiefs. .It^ is nidin*S 
largest producer end eqpoitcr of phosphorus 
compounds and.oqpud^-Ud inq|i^ com- 
pou^s. It aiso tpadqitoprMi the-'n^iljest 
range of pesUcidci ingmlb con^shig ip- 
secticides, fungicide|l,-’ittiftmticra^ 
cides and fumigants ;iiiiiduding synthetic 
phyrethroids—Fenvalerste and Cyper- 
methrin. The company has now embarked 
on an expansion programme to double its 
installed capacity of white phosphorus in 
Ankleshwar, Oniarat, If is also tanning to 
diversify into new products like meta 
phenoxy benzaldehyde and para chioro 
benzyl cyanide. The company’s excellent 
track record is reflected In its balance sheet. 
Starting with a modest capital of Rs 30,000, 
it has now a capital of Rs 2.10 erores. The 
company issued bonus shares in the ratio of 
1:1 in 1979 by capitalising Rs 13 lakh and 
again in 1986 in the ratio of 3:2 by capita- 

(Rs Lakh) 
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Latest Year 
31-l0-«$ 

Last Year 
31-10-84 

Latest Year 
31-12-83 

Ust Year 
3I-I2.84 

Latest War 
30-11-83 

Last War 
30-11-84 

Md-up Capital 

2026 

2101 

1548 

1548 

225 

225 

Reserves 

8883 

8032 

IS 

— 

237 

241 

Borrowings 

18999 

13203 

7761 

8865 

344 

363 

of which Ikrm borrowings 

9730 

3050 

7125 

3804 

40 

50 

Cross fixed assets 

18301 

16830 

8001 

10722 

573 

189 

' Net fixed assets 

13332 

13366 

7004 

10402 

431 

330 

Investments 

2702 

499 

— 

—* 

— 

— 

. Current liabilities 

9643 

6393 

1283 

1768 

291 

194 

Current assets 

23142 

1389S 

1903 

1400 

883 

673 

Stocks 

I4I47 

9371 

1135 

821 

472 

101 

Book debts 

6479 

4420 

494 

319 

243 

no 

' Net sales 

41662 

38124 

5700 

300 

1761 

1370 

Other income 

1406 

842 

40 

34 

22 

18 

. Raw material costs 

26238 

24873 

509 

613 

1028 

701 

wages 

6341 

3379 

234 

269 

328 

268 

Interest 

2386 

1801 

948 

398 

63 

31 

Gross profit (+)/ioss (-) 

2972 

2203 

523 

-136 

62 

48 

Depreciation provision 

1282 

1126 

734 


15 

8 

■ Tkx provision 

385 

43 

— 

— 

— 

10 

Net profit (+)/l05S (-) 

1333 

1032 

-231 

-136 

47 

30 

Investment allovtdnce reserve 

223 

330 

— 

— 

— 

— 

IVansfer to reserves 

732 

140 

— 

— 

16 

12 

Dividend 

Amount P 

3 

7 

— 

— 
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355 
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Rate (per cent) P 
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— 

— 

— 

— 
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20 
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— 

14 
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3.42 

2.88 

— 

— 

Ul 

1.66 

Raios (per cent) 

ii Cross proRt/saies 

7.13 

5.78 

9.18 

— 

3.32 

3.38 

i. .Nct profit/capital employed 

17.54 

13.16 

— 

— 

9.73 

6a44 
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33.93 

24.57 
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ip, DutfBg thqiame period, hs tefetoes 
«N «h|ilbt increased from Rs 97 lakh to 
R| >iHl 'Mth and gross Mock from Rs 127 
lakh .tp Rt 4I| lakh. Its exporu for 1985 
stood sd Rs 173 lakh and estimated imfit 
before tax is Rs 225 lakh. 

MiMqger to the Issue: Canara Bank 

imc ^ulla, which has poineered the 
CQPCQM of private safe deposit vaults, has 
embarked on a Rs 10 crore expansion pro- 
gnatme. The pompany has started iu {list 
vadlt i« the busy Karol Bagh area of New 
0(^i and plans to open four new vaults— 
oiM more in the.caplud, two in Bomber and 
one In Ahmedabad this year.' It intends to 
expand to 13 other major cities with 35 
vaults, within the next five years. DMC’s 
Karol Bagh vault is in an area of 2,400 sq 
ft with concrete and steel reinforced walls 
of 43 cm thickness. There are 800 lockers in 
nine different sizes and it has a capacity to 
provide 4,000 lockers. Locker equipment, in 
conformity ^ith the Reserve Bank of India 
standards, is supplied by Godrej. The alarm 
system and controls are imported from the 
world famous ‘Chubb’ of UK. According to 
R C Puri, Managing Director, during the 
short span of ten moths, the company has 
achieved an occupancy rate of 70 per cent 
and expects to achieve total occupancy 
shortly. The company is going public to raise 
part of its financial requirements for its 
expansion. The public issue of 6,60 lakh 
equity shares of Rs 10 each at par opens on 
May 14. The directors feel that barring 
unforeseen circumstances, the company will 
be able to make adequate profits and pay 
dividends in the first complete year of opera¬ 
tion itself. 

Manager to the Issue: Hongkong and 
Shanghai Banking Corporation 

Maheshwari Nutrients, promoted by 
Pramod Ihparia and Maheshwari Proteins, 
is entering the market on May 14 with a 
public issue of 6 lakh equity shares of Rs 10 
each at par, including 2.70 lakh shares for 
NRls opening on May 3,1986. The proceeds 
of the issue will be utilised to flnance a part 
of the project cost of Rs 5.63 crore. Under 
technical guidance from Cranford Inter¬ 
national. UK, the company will produce 
1S,0W tonnea per annum of a wide range 
of processed nutritious foods based on 
potatoes, corn, rice and other cereals. 
Manufactqied with latest imported plant 
and machinery, the broad bimd product 
radge will indude palate tickling food pro- 
dpxi such as breakfast cereals, quick 
tunches, TV snacks, cockuil snacks, etc 
Another asajor thrust would be into health 
and dtetetic foods. The company will com- 
mqttde production by December 1986. It 
hopec to adiieve a turnover of Rt 3 erora iu 
the very ^nt year and gradudly increases 
to Re 9 J erore in the fourth year. The 
estiimtBd giqiA profit for the first year 
wovikIKk ^ nnd for the 
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BIHAR 

Agrarian Movement in Jehanabad 

(By a Special Correapondenti 


OURINO the lait few yean, a tierce agrarian 
■truggle is bdng waged in the South and 
Western Bihar districts of Patna, Bhojpur, 
Gaya, Nalaoda and Aurangabad. Centuries- 
otd feudal domination is being challenged 
by the landless and poor peasants, mostly 
bdonging to the hari^ and other Imckward 
castes. In its spread, the movement today 
covers a much wider area than in the sixties 
when the attempts by left parties and group¬ 
ings to organise the poor peasantry were 
made. The struggle and the ensuing conflict, 
with the organs of the state ranged behind 
the landlords and the rich peasantry, reflect 
the sharpening of the class struggle in an 
area pregnant with possibilities of new class 
alignments and release of productive forces. 

One of the main theatres of this conflict 
has been the Jehanabad sub-division of 
Gaya district. The ferocity of state repres¬ 
sion in this area is only highlighted by the 
declaration of the sub-division into a ‘police 
district’ for administrative purposes, the 
launching of a special Ihsk Force operation 
last year to flush out ‘^tremists’, and the 
recently launched especial drive at the 
instance of the Bihar chief minister. The 
latter resulted in a barbaric attack by the 
police on a group of unarmed poor peasants 
including women and children, in an en¬ 
closed compound at Arwal, killing 60 peo¬ 
ple. Against this background it may be 
useful to briefly analyse the agrarian move¬ 
ment in Jehanabad. 

The district of Gaya is bound on the south 
by Hazaribagh and Aurangabad and Patna 
and Bhojpur on the north and north-west. 
The southern part of the district consists of 
broken undulating country merging into 
long ranges of hills, with jungles at their 
base During the last few decades deforesu- 
tion has reduced these forests considerably. 
These high lands project into the alluvial 
plains of the north as spurs from Chota- 
nagpur plateau. Much of the southern tract 
is high and barren and not suited to cultiva¬ 
tion. .The greater part of this district, 
however, ccmsists of flat alluvial plains which 
comprise the whole of Jehanabad sub¬ 
division. This part is dnuned by a number 
of rivers, which arise in the southern hUI and 
flow into the Ganga; the most significant of 
these are the rivers Son and I^n Poon. 
During the rains, these rivers are subject to 
violent floods but during the dry season are 
reduced to trickling streams or pools. 

The northern part of the district was once 
very fertite, and protected from drought by 
a wonderful system of indigenous irrigation 
eoniistiiig of ^han* (reservoir^ and 'pains' 
(duniriis), 

A portkm of the cultivable 


area in Jehanabad is double-cropped, with 
paddy as the Idiarif crop and wheat or pulses 
as the rabi crop. Unlike north Bihar, this is 
largely a region of sihall and middle peasan¬ 
try with a few large and rich landlords. 

Before the abolition of the zamindari in 
the 19S0s, the district was part of the 
permanent Settlement area with a number 
of large and powerful estates, the most 
important of which was the Tikari estate of 
Raja Mod Narain Singh. The estate was 
ultimately divided amongst the offspring of 
his Muslim mistress. The estates were 
characterised by a large number of managers, 
agents and rent collectors, mostly belong¬ 
ing to the Rajput and Bhumihar castes. 

The last three decades have seen little 
change in the infrastructure to support 
modern agriculture A great portion of the 
'pains’ have fallen into disuse or been filled 
up. The river Morhar which flows through 
the middle of the district has largely dried 
up due to dams constructed upstream and 
the rivers shifting course. An attempt was 
made to electrify the villages by laying power 
lines to major villages in the early 1970s. But 
since power was rarely supplied, most of the 
power cables have been stolen. One does, 
however, see a large number of diesel pump- 
sets in the subdivision. 

Given the level of corruption, very little 
of the development funds are actually spent, 
the bulk of the funds are cornered by the 
block level officials and the rural rich who 
act as ‘contractors’ or agents of the state 
agencies. 

Increasing population pressure has led 
to widespread pauperisation and a large 
number of small holdings in the Gaya 
district. The average size of an operational 
holding is 0.9 hectares and about 40 per cent 
of the total labour force consists of landless 
agricultural workers—substantially higher 
than the average for the country as a whole 
or even for the State of Bihar. Though 
double-cropping and use of fertiliser is 
widespread, there has been little success in 
ending the agricultural stagnation in the 
district. The average productivity per hec¬ 
tare in 1982-83 was as low as 600 kg of rice. 
At this level it is 37 per cent below the 
average for the decade of the 1920s when the 
output was 930 kg/ha. (The yields are higher 
in areas with assured irrigation and 
sometimes touch 3,000 kg/hectare.) 

Castl and Class 

Daring the first half of this century, the 
entire area was under the hegemony of the 
Rajputs and Bhumiiwrk Besides bring the 
zamiadars in this area, the bulk of agents, 
managers and rent^lectors came from 


these castes. The feudal exploitation of the 
peasantry was particularly severe. The 
increasing pressure on the land also 
motivated the zamindars to evict tenants 
from their occupied holdings and settle these 
with other tenants at higher rents and 
‘salamis’. The reluctance of the zamindars 
to spend anything on the upkeep of the 
indigenous irrigation system once they 
moved to cash-rent, led to large-scale decay 
of the irrigation network. The failure of the 
tenants to pay their rents during the depres¬ 
sion of the early 1930s let to numerous evic¬ 
tions and gave rise to the famous ‘bakasht’ 
movement in the district 

Beginning in the early 1920s, Ichanabad 
witnessed numerous movements against the 
social oppression of the upper caste land¬ 
lords and their agents. The movement was 
parliculary strong amongst the Yadavs and 
Kurmis, the two castes most numerous and 
relatively more affluent amongst the tenants. 
In the southern part of the subvtsion, the 
Bhumihars waged a powerful kisan move¬ 
ment under the leadership of Swami 
Sahajanand Saraswati It needs to be noted 
that though some Bhumihars were big 
zamindars themselves, the bulk of them 
tonstituted the rich and middle peasantry 
enjoying ociupancy rights 

In the late i940s the (.onfliit again 
sharpened as the zamindars made efforts to 
evict tenants and even the landless from 
the homestead lands, in anticipation of 
zamindari abolition Besides the Kisan 
Sabha led by Sahajanand, the Congress 
socialists, the communists (who had broken 
with Sahajanand) and the Ket Mazdoor 
Sabha led i^ Jagjivan Ram were active in the 
region 

The abolition of zamindari led to the slow 
decline of the old feudal classes The region 


THIRD WORLD CALLING 

(a montlily review of til icJ zvi rid ifl-irs; 

hMy issue carries 

• Global Vandals on the Prowl 
The Libyan Outrage 

• Aborted babies Raw material 
for beauty products in Us 

* Western Sahara 

* Muslims in South Africa 

• Rural Masses m the 
Third World 

♦ Amin Baraka on Langston 
Hughes 

* Poems 

Voice of Third World Women 
single copy Rs 3 Half yearly 
Rs 15 annual. Rs 30 Foreign 
sea mail USS12 MO to 
Editor, 46/4754, H S Road, 

New Delhi 5, India 


813 





'' Mior 10.1986 



- came under the hegemony of the Kurmis and 
MuUws in the north and north-west and 
' in the southern parts under that of the 
Bhumihars and Rajputs. The former sub¬ 
stantial tenants thus managed to tighter their 
grip on the area. 

It is interesting to note the gradual 
'' metamorphosis of the ‘avadhiya’ Kurmis 
from the position of backward caste tenants 
i subjected to feudal raploitation under the 
zamindari system to that of rich ‘kulaks’ 
who gradually acquired the feudal mores 
and manners characteristic of the Rajputs. 
They benefited from the spread of educa¬ 
tion and increasingly began to enter the 
' lower echelons of the fast-expanding 
. bureaucracy. In the villages, women from 
Kurmi households stopped working in the 
Helds. Many of Kurmi women took to 
. moneylending. A large number of even the 
men gave up self-cultivation and graduated 
to supervising the work of landless agri- 
cultund workers from backward and scheduled 
castes. Large dowry payments and other 
customs of the upper castes came to gain 
ascendency. 

However, unlike the old feudal classes who 
relied on their superior rights in land to 
extract ‘abwabs’ and other illegal extractions, 
the new group of rich peasants had to find 
new ways to extract surplus. Of course the 
social and sexual exploitation of women 
from the harijan households was nothing 
new. What was new was the institutionalisa¬ 
tion of ‘dacoity’ and plain loot. It is quite 
common for the more powerful peasants to 
patronise gangs who simply take away cattle, 
pump-sets and other assets from small and 
middle peasants. The police too are known 
to share in this loot. So powerful is their 
terror that the deprived peasants would not 
dare even accuse them of the theft. The 
‘dacoit landlords’ would also .sometimes levy 
' taxes on village hats or collect a levy on 
peasants carrying milk or vegetables through 
their villages to the towns. Appropriation of 
village common lands and ponds and illegal 
cultivation of government ('gair mazurua') 
lands by the more powerful Kurmi, Rajput 
. and Bhumihar are the rule rather than the 
exception. 

The wages of agricultural workers con¬ 
tinued to be as low as two ‘kutcha’ seers 
(1.2 kg) against the 3 kg/day prescribed in 
the Minimum Wage Act. Despite double¬ 
cropping an agricultural worker gets work 
for less than ISO days a year. The rest of the 
time he is often forced to migrate to nearby 
towns or neighbouring states to eke out a 
. living. Though sharecropping is not wide¬ 
spread, the landless from amongst the Yadav, 
Kahar and Kocri castes prefer share-cropping 
I to wage labour. 

Organisation of Rural Poor 

In the early 1980s, a small band of com¬ 
mitted activists began organising the rural 
f poor, the harijans and the landless. Some 
^ of them were communist revolutionaries 
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long active in other diitricts of Bihar and 
most of the activists came from the Chatra 
Yuva Sangharsh Vahini and other streams 
of the JP movement, while still others were 
former socialbts who had stayed out of the 
Janata party and for a brief while formed 
the 'Shoshit Dal*. They formed the Mazdoor 
Kisan Sangharsh Samiti (MKSS), more 
widely known as the ‘Sanghatan’, which 
aims at the unity of small and middle 
peasantry with the landless agricultural 
workers. MKSS is led by Vinayan who came 
with a background of the JP movement. 

The social and economic exploitation of 
the harijans quickly brought them imo the 
fold of the Sanghatan. After some hesita¬ 
tion, Keori, Malaha and Yadav also came 
into the movement. The first issue on which 
agitations was launched was the demand 
for minimum wages and an end to social 
exploitaion, especially sexual exploitation of 
women. The landlords and rich peasants 
immediately retaliated with brutal attacks on 
individuals linked to the Sanghatan. In a 
state where caste-consciousness is deep- 
rooted, even the small peasants belonging to 
the Kusum or Bhumihar castes were ranged 
against the nascent organisation. 

The breakthrough came with the winning 
over of some of the leading Kurmi rich 
peasants, the most well known amongst 
them being Jang Bahadur Singh. He had 
been a 'Pramukh' of Sikaria village and was 
widely respected for his integrity. His earlier 
flirtation with the JP movement and the 
Socialist Party had disillusioned him. Under 
his leadership MKSS in Jahanabad began 
to acquire a multi-caste character and 
articulate the demands and aspirations of 
both the ‘mazdoors’ and kisans. 

Soon MKSS was powerful enough to 
launch a much bigger movement for 
minimum wages. Village level strikes were 
organised at the time when the demand for 
labour is at its peak. Alarmed at this 
challenge to their hegemony, the Kurmi rich 
peasants quickly organised themselves and 
formed the dreaded Bhoomi Sena. Com¬ 
posed of unemployed lumpen Kurmi youth 
of the nearby towns they went on a rampage, 
looting, raping and killing. Entire ‘toilas* of 
harijans were razed to the ground. Even the 
‘pucca’ houses of the Kurmi supporters were 
not spared. The kisans with the Sanghatan 
were driven away and their plots were now 
cultivated by the supporters of the Bhoomi 
Sena. During the last three years, about 26 
Sanghatan supporters have killed in Sikaria 
village alone. Other villages affected were 
Dhananti, Begamchak and Bhawanichak. 

lb those familiar with the Bihar scene; the 
usebf such mercenary gangs of armed thugs 
organised on caste lines is nothing unusual. 
The origins of these caste ‘senas* lie in the 
strategy of the state to encourage the upper 
caste substantial peasantry to meet the so- 
called ‘naxalite menace’ in the early 1970s. 
The first of these was the Kuar Sena of the 
Rajputs formed in Bhojpur and initially led 


by Vh Bahadur Singh, a notorious cihifiinaL 
The state provided licensed firearms and, in 
some cases, even organised training camps. 
One such 'firing and shooting centre* was 
inaugrated by the then chief minister 
Jagannath Misra in Bhojpur during WJi. 

The argument advanced by the police and 
administration was that their force was ill- 
equipped to meet the challenge of the Yxtre- 
mists’ and so the landlords had to be allowed 
the means of self-defence. Soon the Kurmis 
had formed a Bhoomi Sena,, the Ihdavs a 
Lorik Sena and the Bhumihars a Br^mrishi 
Sena. These private armies soon came to be 
used during elections for booth capturing 
and had MLAs and other supporters in all 
the major political parties. At other times, 
these armed gangs were used for ‘dacoities* 
and generally to terroriseahe poor peasants 
and agricultural workers. The repression of 
the poor, so far within the institutionalised 
framework of caste and master-servant 
relationships, acquired more brutal and 
overtly violent form. 

The coming of the Bhoomi Sena in 
Jahanabad was similiarly patronised by the 
politicians and the local police. But as the 
killings assumed alarming proportions, the 
administration set up police camps all over 
the district. These camps however were 
totally ineffective in putting a stop to the kil¬ 
lings. Often the policemen would come out 
after the rampage was over to collect the 
dead bodies. Some local people alleged that 
these police camps were ineffective because 
the police force was itself split along caste 
lines. 

The Sanghatan managed to disperse the 
workers on strike to other parts of the 
district. A siege was laid to the area to 
prevent the Bhoomi Sena and Rajput land¬ 
lords from importing labourers from out¬ 
side in some villages, Kurmi landlords who 
had given up the practice of working on land 
were forced to use their own labour and that 
of their womenfolk. Production however 
suffered. Often the Sanghatan supporters 
would disrupt work or reap the crop when 
ripe. 

The Bhoomi Sena soon became a burden 
on the smaller and middle peasants from 
Kurmi and allied castes. The lumpen youth 
would consume gallons of liquor and 
demand the best food, besides payment for 
their services and the ammunition they 
bought from the black market. To finance 
their stay in the village, a cess was levied on 
all the kisans. Soon they turned their atten¬ 
tion to the Kurmi womenfolk. 

The prolonged confrontration with-the 
mazdoors, the economic burden of main¬ 
taining the Bhoomi Sena, whose writ anyway 
ran only within the conftnes of the village 
and attacks on their womenfolk led many 
Kurmi peasants to break rank. Soon the 
more powerful landlords too were seeking 
a settlement. In early 1985 the Bhoomi 
Sena formally surrendered to MKSS. The 
Sanghatan asked for return of all property 



Vd laad looted and compcnsatJon for the 
WMtsdettroyed Both tide* agreed to 
withdraw the nomeroui caiei pending 
agai^each other, but most of these bang 
criminal cases only the police or the admmi* 
stration could withdraw these All of them 
agreed to pay minimum wages of 3 kg/day 
and end all social exploitation A joint 
demand was made for the withdrawal of all 
police camps. 

This capitulgdon of the Bhoomi Sena was 
a maior victory for the Sanghalan Thorsup- 
portas began to return to their villages and 
start rebuilding their homes Though the 
compensation is ya to be settled or recaved, 
production has once again been resumed 
The middle and small peasants began to 
flock to the organisation while the landless 
would invite the activists to form umts in 
new areas The Sanghatan began to spread 
towards the river Son on the west and along 
the Jehanabad-Oaya road to the south 
Here it faces the oppression of Bhumihar 
landlords, with an overtly semi>feudal 
character—large landholdings (of ten ex 
ceeding 160 bighas), share-cropping and 
combining moneylending and other 
activities 

New Issues 

With the declme of the Bhoomi Sena, new 
issues concerning the unity of workers and 
landed small and middle peasantry came to 
the forefront Almost everywhere the wage 
rates have gone up sharply This has made 
the economic condition of the small and 
middle peasants more vulnerable There is 
a danger that the sale of their tiny plots by 
small peasants will accelerate The main 
buyers are those sections of the peasantry 
more closely integrated with the urban 
markets, especially the Vbdavs who supply 
milk and vegetables on commercial terms 
The other section consists of households 
whose memebers have regular jobs in the 
organised sector—whether as petty bureau¬ 
crats, school teachers or small contractors 

The Sanghatan's earlier efforts to check 
this disintegration of the small peasantry by 
asking the workers to charge slightly lower 
wages proved abortive It mady meant that 
such employers would not ga any workers 
when the demand for labour is high or 
would get It only when the demand of 
the richer peasants had been met Hence 
uniform wage rates have come to prevail 

The middle peasants have however gained 
substantially as a result of the end to 
'dacoitles' and theft by the more powerful 
landlonis The extortion of bribes Iv govern- 
mem ofTiciais, pohce and hoilth workers has 
also declined tha however ndw look 
towards MKSS (o ttpce up a programme for 
improvement of their oeonomic condition 
Siigh a programme droukl ilecessartly force 
to dtemand a morecompefeteosive 


and effecuve plan to develop the region 
Some of the possible measures are the 
restoration of the irrigation ‘pains’, a new 
dam at Motepur, regular supply of power 
and other inputs, etc This would necessarily 
accentuate the contradictions with the state 
admimstialion, the BDOs and the local 
police 

In the near future at least, there seems to 
be little danger of the movemem bang 
appropriated by the middle peasantry, as has 
happened to other joint organisations of 
peasants and workers in several parts of the 
country One of the mmor factors is the high 
propoition of the landless in the region 
which makes them the largest single block 
within the organisation A large number of 
women too have begun to flock to the 
Sanghatan But in the long run, the chal 
ienge posed by the ‘Smitchka’ is stupendous 
MKSS will have to articulate the demands 
of all Its supporters and at the same time 
lay the foundations of socialist construction 
in what IS still a small region On the other 
hand, the state government and the caste 
oligarchies that rule Patna are extremely 
alarmed 

As long as the armies of the landlords held 
away, the police and local administration 
had nothing to worry After all their main 
task has been to allow unfettered sway to 
such rural elites Once these armies sur 
rendered, alarm bells began to ring How 
would the Rajput and Kurmi politicians 


> 10 ’ elections if these armed bands were 
decimated? Who would capture the booths? 
And would not thor very soaal base as caste 
leaders be threatened? And the movement 
was now spreading to other districts where 
besides MKSS, the Bihar Kisan Sabha and 
MCC’s peasant organisations were active 

The administration’s typical response has 
been to further brutalise its repressive 
machinery as the Arwal incident has shown. 
S B Sahay, Diicctor-General of Police, Bihar, 
told Indian Nation that his force would 
liquidate the extremists “from the pious (sic) 
land of Bihar’’ He totally disagreed with 
what be called the ’alibi’ advanced that the 
extremist violence was the outcome of socio¬ 
economic factors and hence needed to be 
treated on a sepaiate footing He threatened 
to reply every shot with ten shots and added 
that this had been demonstrated at Arwal 
d few davs back He accused his force of 
impotence, numbness and acting like a 
paraljtic patient when it dllowed activists ot 
peasant organisations to be treated as 
‘heroes' in open public meetings 

However it is unlikely that the ‘heroism* 
demonstrated by Sabd> s police foice will 
manage to suppress agianan movements 
which enjoy such wide popular support 
What IS certain is that many more ‘extremist’ 
men, women and children will tall lo the 
bullets of the police force and the landed 
oligarchs 
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RAJASTHAN viDt|« of Oujarat, Madl^ Praddlr, 

Rajfestl^ and elsewhere. Si^ Mahendra 

Ecological Ruin and Exploitation Sangathna, an organisation active in these 

districts on behalf of the rural poor, “while 
Bharat Dogra over 90 per cent of the families'need work, 

IN Katarapara village of Dhangaon afforestation and soa*conservation went in fact, on m average, only about one-sixth 

panchayat, in Dangarpuf district of South down the drain of corruption and in- ihe families have obtained work" 
Rajasthan, a widow looked at her two efficiency. Agricultural productivity (yield Due to the demand for more work, 

starving children and did not know what to per acre) declined shai^. As tree-cover officials try to satisfy a larger number of 

do. Her two elder children had already vanished, rain failures bMine more fte- people by giving work to one group of 

migrated in search of work, and there was quent. Even in normal years most fhmilies people for 13 days, then to another group 

little hope that they would return soon with could grow food only for three or four for the next 15 days, and so on. As payments 
some cash. She decided to walk to a relative’s months. Villi^ers became dependent om . delayed, people have to keep 

home with two kids, but the relatives. It drought-relief and as this was never ade- coming for payment even after having been 
seemed, were themselves too hard pressed to quate, began to migrate, especially to relieved from jobs. The average payment Be¬ 
come to her help. She started trudging back Gujarat in search of jobs. tually given is three to four kg of wheat 

towards her home, clasping the two kids to Most tribal families own two to five acres instead of the legal minimum of about seven 

her emaciated body. Totally exhausted, she of mostly very poor or un-productive land Its of wheat. Works are generally not of the 
sat down under a tree. It was at this stage on which gene^ly only one crop is grown. *ypc that can help to fight drought on a 
that their miserable condition was brought The most imporunt crop for them is maize, long-term basis. Most shocking of all, from 
to the notice of the police who reportedly the yield of which here is only about half some places there have been reports of 

■ pressurised the relatives to help her. By then of the national average. Only some farmers preference being given to those for employ- 

it was too late for this unfortunate mother among them are "ble to grow a little rabi •'**1*, relief-work sites who can show 
and her children—all three died in quick crop as well as some wheat and grain, sterilisation certificates, in any case, there 
succession in the next few days. generally. All pulse crops—black gram, gram are numerous complaints of forced sterilisa- 

South Rajasthan is in the grip of a severe and pigeon-pea—are sold almost immediate- tion, negligence while carrying out sterilisa- 
drought, and this reporter came face-to-face ly on harvest although these if consumed by tions leading to healths complications and 
with several tragic manifestations of it in the the tribals, would have provided badly- even death, and also of sterilisation of 
course oS a recent tour of several villages in needed nutrition. Most of the wheat crop widows and old people, 
the tribal-dominated districts of Oangarpur also has to be sold generally. Although maize A very serious shortage of fodder has 
and Banswara. Hunger and malnutrition are is their staple food and they can grow maize developed. At some places dry fodder has 
very much a part of the life of tribals and for hardly three to four months of their food been selling at Rs 2.50 per kg, a rate higher 
other weaker sections of this area even in supply, some part of this crop also has to than that of wheat. In the third week of May 
'normal' years, only this year hunger is even find its way to the market to pay off debts, this reporter was told by some villagers that 
more severe and ruthless. What it can do to If 30 kg of seed is borrowed at the time of several cattle are likely to perish in the next 
already weak and malnourished bodies can sowing. 75 to 100 kg of grain has to be six weeks before the expected advance of the 

■ be easily imagined by any sensible person, returned at the time of harvesting. If the monsoons. If the rains fail to oblige in June 
and here we would not like to go into the grain cannot be returned due to bad harvest, this year too, then the situation would 
painful exercise of how the administration further interest at the rate of generally five aggravate even further. Already emaciated 
defines a starvation death and how many per cent per month is to be paid. Most cattle which often have to be supported to 
recent deaths in this region can be said to tribals have to borrow to survive, and the rate be able to stand up present a pathetic sight 
fall into this category. Our purpose instead of interest can be anywhere between two to with hunger clearly visible in their sad, 
is to defrict the everyday life of the ordinary 10 per cent per month. By law tribals cannot expressive eyes. 

people of this region. At the risk of some be dispossessed of their land, but effective While June rains will clearly help to solve 
simplification the development experience of control over land can pass into the hands of the question of fodder, the fact that .seeds 
most of the tribal dominated (in terms of moneylenders. There are a large number of of local varieties will be difficult to obtain 
their percentage in total population) villages, bond^ labourers, although the government and that bullocks will be too weak to work 
leaving aside the newly irrigated areas of is not willing to even admit their existence, properly will imply that even if the rains are 
Mahi canal, can be summarised in the Yet on this same land, almost three to five favourable, the next year also will not be a 
following words. decades ago when good forest cover existed, good agricultural year. And of course, the 

Contractors with the collusion of some chronic hunger and malnutrition did not accumulated debts will also have to be 
local persons, who were bought over by exist, land productivity was much higher and cleared. So the shadow of this severe drought 
them, were responsible for large-scale people did not have to migrate in search of will clearly extend much beyond this year 
destruction of forests. Seeing the forest- work for sheer survival. even after the rain-gods have obliged, 

wealth plundered by outsiders, several tribals This is the ‘normal’ life of tribals and What is the way out of this recurrent 
also started adopting a short-term outlook other weaker sections in these Aravali ranges drought, this chronic hunger and malnutri- 
towards forests, instead of protecting them, of South Rajasthan, but last year the main tion, this forced niigration, this growing in- 
Deforestation led to severe soil-erosion and kharif crop was wiped out almost entirely ability of ttese Aravali hills to support its 
shortage of several fruits and other edibles on unirrigated fields due to the failure of dearest children—the tribals and other 
fiom forests, shortage of fodder and of rains. The rains for the rabi crop were also weaker sections? This war against hurtger 
various minor forest produce which could unfavourable. So the already precarious ' has to be fought on two fronts—on the one 
earlier be collected and sold. Pressure on existence of tribals and other weaker sections hand the struggle against land inequalities, . 
aricultuie increased; but in many villages deteriorated so rapdly thtf for days together depriration of forestry rights, against emerg- 

' the best irrigated or potentially irrigable land there would be hardly' anything to eat. ing big landlords, msoneylenders, corrupt 
was occupied by outsiders—big landlords or Drought-relief works started late and still officials 'and other exploiters, and on the 
- trader-moneylenders or both. IHbals were remain grossly inadequate A much larger other hand,^i^ mobilisatim of nesses for ■, , 
driven to the upper Slopes. More eiosioa and tnimherof.p«o|delia«rb8Mi foreadtosedt ptantiRg 

, uee-felKng. Development funds meant for efflplormmt on (heir own in the towns and out soil <^servaiion''wOr^'tbt biiildfog. 




ntian dams on riven aiul other Vript* 
rion Khehies which will benefit • lot of 
Ileople without displacing a large number of 
others from thdr homes and fields. 

TbUpitcr. The Prime Minister is to shortly 
visit Banswaia and Dungarpur diaricts, this 
reporter learnt in the course of his visits to 
the villages of this seriously drought-affected 
region. The entire administrative machinery, 
glaringly apathetic to the problems of 
drought-hit villagers all these months and 
busy searching for sterilisation cases among 
the drought-hit, hungry and emaciated 
people who flocked to relief work sites, was 
suddenly alerted to its responsibilities. 
Instructions were issued to speed-up the 
payment of wages to workers, and also the 


• ■ K > 

iM-Uasting work in the wdls. Bat most of 
this action was confined to wMiin a fbw km 
ot the pre-announced soilage being visited 
by the PM, and this improvement is also 
likely to have been made at the expense of 
other more remote and needy areas from 
where resources had to be diverted. A rest- 
house was renovated, telephone and electri- 
rity lines were extended, roads were repaired 
all for the village that the Prime Minister 
was going to grace for a few minutes. “The 
Prime Minister will be coming for SS 
minutes only, but before that Rs 55 lakh 
would have been spent on this visit”, con¬ 
fided an official in Banswara. The money 
was probably fully spem, but the Prime 
Minister did not come. The visit was 
cancelled! 


socialists and othec Christian churches on 
the other. Such dialogue enabled the chalk¬ 
ing out areas of mutual interest and co¬ 
operation to a limited extent. John Paul II 
broke the ice by openly taking sides with 
'Sodidarity' the anti-communist trade union 
of Poland as won as he came to the throne, 
and thus proved his readiness to move one 
step furtlicr than his predecessors of the 
Middle Ages in aligning or detracting with 
the State. Though one may have clear con¬ 
victions regarding the pro-imperialist con¬ 
nections of the ‘Solidarity’, one may also 
question ihe righteousness of the Polish state 
and may support the Pope’s stand in the 
issue. Poland set apart, one can also see 
clearly the political biases of the Pope in 
terms of the position taken by him on 
political issues in different continents. 
Barring all others on theology which is the 
hard core of any religion, the position of the 
church has been most confusingly arti¬ 
culated by him in such a way as to enable 
convenient manoeuvring. For instance, 
during his recent visit to some African coun¬ 
tries, the I'ope opposed aparthied. But {toon 
came a report in the African newspapers that 
the Vatican Bank has given a huge loan of 
5 II.5 to South Africa since 1982. Though 
some of the African newspapers editorially 
exposed this dual policy ot the Papacy, it was 
denied neither by the church nor by the 
governinent. Besides, Botha, the apartheid 
villain, was given a warm accord at Vatican 
last year. The Pope’s pro-establishment posi¬ 
tion was cleared during his visits to the two 
leading Catholic-dominant countries, the 
Phuippincs and Mexico. In Philippines, the 
biggest Catliolic country in Asia where 8.1.35 
per cent o( the population of 4.8 crore 
belong to this community, 23 per cent of the 
bishops, along with a substantial number of 
priests, nuns and laity arc against the 
autocratic rule of President Maicos. Both 
the President, who accorded him a warm 
welcome (possibly the best anybody could 
so far get in the Philippines)' and the pro- 
estabiishment bishops, clergy and laity 
expected a clear support from him, John 
Paul played it “neutral’’ in the public. But 
in a private address, he strongly warned the 
liberation theologians against their “exces¬ 
sive indulgence in politics". Me reiterated 
that clergy should never indulge in politics 
as it would mean diluting their mission, the 
mission of gospel. This “neutrality’’ of the 
Pope again surfaced during the recent elec¬ 
toral dispute in the country. Similarty, during 
his visit to Brazil, the country with the 
largest Catholic population (il crore) in the 
world, and the fertile ground of Liberation 
Theology, the Pontiff again played “neuirar’ 
by voicing for ‘‘pcactf’ and against ’’violence’. 

A Christian theology of liberation (hough 
its impact has been insignificant, is not 
foreign to India either. It has been noted that 
the “radiculisation” of a certain minor 
segment of the Indian church has been, by 
and large, a strategy of the csiablishmcnt 


Politics of ‘Peace’ and ‘Secularism’ 

P M Mathew 


POPE John Paul II, the spiritual leader of 
the World Catholic community of over 80 
crore people and the unbridled ruler of the 
smallest nation-state of Vatican, paid a 
rhetorically ’’offleiar’ visit to India during 
February 1-10. The ruler of the Vatican state 
was received with the highest honours of the 
Indian State apparatus, by President Zail 
Singh, the head of the State and Prime 
Minister Rajiv Gandhi. 

As the red carpet at Palam airport rolled 
out the Pontiff allegedly began showing his 
real intentions, suspected much in advance 
both by impartial observers and the Hindu 
fundamentalists. He attracted huge crowds 
in the centres of recent missionary activity 
such as Ranchi, Shillong and Calcutta, the 
Catholic strongholds of Kottayam, Cochin 
and Trichur, the Trivandrum and Madras 
coasts and the traditional Portugese mis¬ 
sionary pockets of Bassein (Bombay), Gpa 
and Mangalore. Despite utterances against 
“poverty” and for “peactf’, “solidarity” and 
“secularism” and recitals from Gandhi and 
Rabindranath Digore, by Christ’s 263rd 
Vicar, his public functions in India were 
reported to be characterised by extravagance; 
sectarian and sufficient to raise doision and 
contempt among impartial observers. 

The Pope’s visit to India generated great 
interest among political analysts mainly due 
to three reasons: First is the politics of the 
Papacy in the changed imernational situa¬ 
tion especially with reference to the Third 
World. Equally important is the new 
developments in Indian economy and polity 
in the post-Indira Gandhi era and the 
eagerness of the new government to align 
with the US and the Western imperialist 
forces using religion as a convenient instru¬ 
ment. A third important aspect has been the 
eagerness of the confolne of the native 
capitalist class among fhe Christians ^ the 
, church establishment to political 

caipitdl out of the visit. 

Despite pret^tioMs fgcadies. of excessive 


ecleciasticism, there are historical evidences 
to prove that the Papacy has always played 
politics, either openly or in a subdued 
fashion. Pope John Paul II is well known 
for his political biases. Ever since his 
enthronement, he has been striving hard to 
arrest the radical streams in the church 
which arose as an off-shoot of the Vatican 
Congress II, initialed by Pope John XXllI 
and Paul VI. He has been noted to be 
following the footsteps of Piiis XI and Pius 
XII who preferred Facism and Nazism to 
communism. The Vatican Congress* thrust 
on “favouring the poor and the oppressed” 
received a theoretical shape in the Theology 
of Liberation, which became the hope of the 
progressive elements in the church. In the 
conditions of abject poverty, mysery and 
denial of human rights under authoritarian 
regimes in the Latin Anterican and African 
countries, this new technology led the priests 
and nuns to work with other progressive 
elements such as the communists to fight 
such regimes. Though John Paul’s prede¬ 
cessors did not agree with the violent mcan.x 
followed by some of the clergy in order to 
achieve social justice, they agreed with the 
spirit of the new theology. It is a well known 
fact that during the Vietnam War, Paul VI 
even sympathised with the fighting Viet¬ 
namese and accused the Americans for their 
anti-human deeds. 

John Paul II now tries to undo both the 
Mitican Council II and all its fall-outs . He 
even plans to convene a Third Council and 
as a prelude to this he has already started 
meeting the bishops of individual churches 
in groups, followed by visits to the respec¬ 
tive countries. The Pontiff already com¬ 
pleted official visits to more than half of the 
couhtries of the globe. 

The Pope’s visits to various countries are 
marked by their clear political overtones. 
The Second Vatican Council paved the way 
for friendly dialogue betwMn the Catholic 
church on the one hand and the communists. 
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eCCMOMtC AND HdUtfCAt W6E3K3>r 


Itself ^ However, recent developments like 
the fishermen’s agitation in Kerala'and the 
public utterances of some “radical” clergy 
have helped to shake if not crack, the Chris 
nan establishment in certain parts of the 
country For the church establishment these 
jolts described to be due to a “Marxist in 
filtration”, however minor they may be, 
could be prevented only by arousing the 
“Christian morale" 

Of late, the establishment in the Muslim 
community also has been lacing a similar 
situation on the Shariat issue On this issue, 
the progressive elements in the community 
were strongly supported by the Marxists all 
over the country and the Communists in 
Kerala even declared that they vs ill not have 
any alliance with the two communal parties 
Kerala Congress and ihc Muslim league m 
future 

These recent developments prompted the 
Christian and Muslim establishments and 
their respective political parties to form an 
axis This was reflected in lecent issues such 
as the Kerala Congress supporting the 
Muslim League in the case ol Muslim Per 
soiul Law, the League’s over enthusiasm to 
make the Pope s visit a memorable event, 
and thor unusual umty m bargaining with the 
adamant chief minister Karunakaran and in 
fighting the communists These develop 
ments are further documented in the recent 
editorials of the pro-Muslim League daily 
Chandnka and the Pro Kerala Congress 
Deepika 

The efforts of the establishmeni in the 
Christian and Muslim communities to arouse 
the 'morale of their rank would, alternative 
ly, mean arousing the communal sentiments 
—Christian versus Hindu or even minority 
lerwi majority The Papal visit was viewed 
as an engine of such a polarisation 

1 he Congress Party which allegedly, for 
all practical purposes, performs the func 
tions ol the erstwhile Jana Sangh, and its 
government in Delhi, was much instrumental 
in arranging the drama of “official visit” 
It was not, as it has been often alleged, for 
the fact that Soma Gandhi belonged to Italy, 
the land of the Pontilf I he economics and 
politics of non alignment and self reliance 
has witnessed a,significant tilt towards the 
United States during the post Indira Gandhi 
era The visit by John Paul, the well proven 
anti-communist could be the best legitimiser 
of the recent changes in state policy on India, 
both among the Christian in the country and 
abroad In response to the reception given 
at Palam airport, he described the Indian 
democratic system as the best in the world 
Besides, the undue importance given by the 
W»tern media to the Pontiff’s visit at each 
and every place in the country also casts 
doubts on the real intentions ofdhe Indian 
government ’ 

A third important aspect of the Pope’s 
visit lies in the urgency felt by an emerging 
Christian capitalist class to evolve new and 
better strategies for its own survival ut the 


face of new chalienges. At partmilar 
historical conjectutes, political strategies of 
this class are not homogeneous and hence 
difficult to identity In certain parts of the 
country (like in Kerala) these dominant in 
terests operate through their own political 
parties, whereas in other regions, they 
operate through purely thurcb activities 

Farlv Church Intlrests 

Christians ate the second minority com¬ 
munity m India conutung 2 6 per cent of 
the population as per 1B81 Census, Koughly 
half of the Christians are Catholics They 
are dominant in Kergla, Karnataka, 'nuntl 
Nadu, Maharashtra, Goa, Madhya Pradesh 
and Bengal There are about a million 
Bapitist Christians, concentrated m North 
East India, Bengal and Andhra Pradesh 


Beddes, them am half a ihJQIoii e*ch of 
Marthomites concentrated m XeraH and 
th(»e bdongmg to the Chundi of Nonh 
India, two million Lutherans, and half a 
miUton Orthodox Jacobites. There arc as 
many as 60 protestant denotmnations in the 
country 

The development of church activity 
especially of Cathotici m India can be 
broadly dmckd into four phases During the 
early pastoral phut of the t9th century, the 
Christian missionaries took a putely pmtoral 
aiiproach to development During this early 
phase which coincided with the beginning 
of commercialisation of agnculture imttated 
by the colonial powers, the missionaries 
started a number of schools with the 
patronage of the colonial government The 
Sbhools which were attached to the parishes 


Tamc I Divtribuiion of Christian Pofui ation in India 
(as in May 1979) 



Christians 

lotal Population 

Christians as 

Per Cent of Total 
Population 

India 

14223382 

547949809 

2 59 

Andhra Pradesh 

1823436 

43502708 

419 

Assam 

667151 

I49S7S42 

4 45 

Bihar 

658717 

56353369 

116 

Gujarat 

109341 

26697475 

Q40 

Harvana 

9802 

10036808 

008 

Himachal Pradesh 

3556 

3469434 

0 08 

Jammu and Kashmir 

7182 

4616632 

015 

Karnataka 

613026 

29299014 

209 

Kerala 

4494089 

21347375 

2105 

Madhya Pradesh 

286072 

4I6S4II9 

068 

Maharashtra 

717174 

50412235 

142 

Manipur 

279243 

1072753 

26 02 

Meghalaya 

475267 

1011699 

4698 

Nagaland 

344798 

516449 

6666 

Orissa 

378888 

21944615 

172 

Punjab 

161202 

13551064 

I 19 

Rajasthan 

30202 

25765806 

Oil 

Thmit Nadu 

2367749 

41199168 

5 74 

Tripura 

15713 

1556342 

096 

Uttar Pradesh 

131810 

88341144 

014 

Bengal 

251752 

44312011 

0 56 

Andamans 

30342 

115133 

2608 

Arunachal Pradesh 

3684 

467511 

064 

Chandigarh 

2504 

257251 

077 

Dadra and Ntgar Haveli 

1198 

74170 

135 

OeUn 

42720 

4065698 

103 

Goa, Daman A Dueue 

272509 

857771 

31 73 

Lakshadweep 

239 

3I8IO 

072 

Pondicherry 

41269 

471707 

8 70 


Sounei 1 • Census of India” 1981, 

2 “Tht Catholic Dmetory of India", 1980 

3 Caihohc India. 1981 


Ta«i fc 2 Catmolk. Priests and Nuns in India 


1970 1980 1981 Viarly Compound Rate 



Religious priests 3100 4189 4812 i 81 2.7) 

Diocesan priests 5203 6483 731)9 2 40 14.M 

ReItgiouS sisters 4II0S 43981 463^ 069 8 81 


Rehtious brothers 1994 2371 3464 2 89 -4vi7 
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'ftlilditag -llW';<iOlfk^^'Wl«M!^'1i^V<. 
^inric; cmM hUQ wtAuet wi^ thetii^l 
«KU, they uaried eyangdtcal work there 
hlsoi. As fasoke n4 qiideinics .became 
nuRpant ib the iri^ areas^ tW gk. invotved 
in,relief w<^, |hui> tbUerii^ into a new area 
'".of')ici^i/)ty^:-v^xe.'lRcdte:cre. ’ ■ 

' The peikdsiikh 1^7, .with the political 
independence of the country marked the 
second phase of church activity; the institu- 
tionhl phase. The' foreign missionaries in-. 
Creasingly began toieave the country in the 
new sodo-politicAl environment and the 
churches became more and more Indianised. 
This also coincided with the decline of 
foreign domination in the country’s agri¬ 
culture and the growth of a native capitalist 
class in this sector. The capitalist develop¬ 
ment in agriculture was also reflected in the 
early spheres of missionary activity; educa¬ 
tion and medicare. New schools, colleges and 
hospitals were set up on capitalist lines, but 
ostensibly serving the interests of the 
Christian community as a whole. The new 
situation created its own contradictions. 
Along with other factors, this resulted in the 
enthronement of the Communist Party into 
power in Kerala, the Christian fortress of the 
country. The Christian establishment moved 
swiftly and the notorious Christian-Nair 
combine saw to the dethronement of the 
ministry through the ‘Liircration Struggle’. 

The period succeeding the ‘Liberation 
Struggle in Kerala marks a new phase in the 
history of church politics in India. Until 
late-l9S0s, the Congress Party represented 
the interests of various communities and 
enveloped the representatives of various 
classes. The-emcrgence of a strong Christian 
capitalist class, since the mid-i9S0s through 
various means such as legal and illegal 
possession of forest lands and eviction of 
tenents found themselves in need of a 
political party which could articulate their 
interests in a better way. This need for a 
political party with a narrower class-base 
found expression in the spilt in the Congress 
Party in 1964, leading to the formation of 
the new regional party, the Kerala Congress 
with its headquarters at the Christian 
stronghold, Kottayam. Though the Party 
was instrumental in arousing narrow- 
regional and anti-secular sentiments among 
the Christians, it was compelled to fall 
broadly inline with Delhi’s directives as the 
latter dohld easily question, the economic 
base of both the leaders of the Party and 
. of the churches^ The Coti^ss Party itself 
tas bren toferant to the Kerala Congress 
because of three objective reasons. There 
'hpve been vatfoi|gj|{Qiuincre where intonal 
. ]mtkkms.of the potty tuhfe been ine4iafoil 
Ond enickl: political t^Ktsipiis.hOre bcen 
' ^jpilMilCeti by the Priiie ond the 

1.^ 4SMitpe4a iMiders.or the chti^^^iiories 
'■ tfo-liotb, ■' ' '■ V.'V 

ihition sires an'. 


the 

ibf w OristianeoiniRtiMty more 
effoctiy^y than the Cotigress, which re- 
miriviely heterog^teotis interests. 
The real issue of pauperisation of the 
peasaatry was diverted fitom the realm of 
wrong p^des-of the infah State.to such 
apparent problefos as.'^'incieasing wage 
rates", etc. In roost cases. <lic leadership of 
the Kerala Congitss was keiKined «yith that 
of the Christian churches,' both advocating 
, the interests of the “smOir farmers’’. This 
scheme was ably assisted by an influeniial 
Christian-controUed Press. An important 
feature of the new development was that the 
dcpoliticisation strategy of the early mis¬ 
sionaries was replaced one of politicisa¬ 
tion in a rcactionary mnhifor. 

The Catholic church, on its own. tailored 
its early strategy of dcpoliticisation in a new 
way in the post-1960 period. This cam^ by 
and large, as a fall-out of the Second Vatican 
Council (1962-6S). The post-1960 period 
witnessed the involvemem of many church- 
related institutions in socio^nomic ptojects. 

The post-l970s has been described in 
church-parlance as the ’social phase*. Since 
1970s., a feeling that a purely technoiogicai, 
economic or charitable approach will not 
help the mtere.sts of the chur^ establishment 
and that more attention on the human and’ 
organisational aspects of development 
should be made. The effqrts of the church 
in this direction were two-fold: (a) forma¬ 
tion of youth clubs at the parish level, which 
provide vocational training, etc, at the 
margin; (b) organisation of certain sections 
of labour such as rishertndn, on co-operative 
bases (especially with foreign funds). The 
new phase was in tune with Vatican special 
directives to nuns and priests to enter into 
such' activities. Till the end of 1960s, the 
involvement of the church in India was 
largely based on individual voluntary initi¬ 
ative; Since mid-1970s, the church-sponsored 
welfare institutions began to integrate them¬ 
selves increasingly with government pro¬ 
grammes, thereby privatising government 
machinery and public money to the sectarian 
interests of the churches.* An important 
feature of institutionalisation of develop¬ 
ment efforts since the poiHrt960s was that 
it has not been confined to the local and 
regional levels, but extends to the national 
level as welL There were four maior insti- 
tutkmal initiattves by thgCathdli^ Suring 
thk period: (a) Caritae India; (b) Indo- 
^cman Social Service. Sodety; (c) The 
.Cmhptic Hospital Assot^on of India; and 
-(d) .St John’s Medical Ci^ege. All the four 
heeii fonded subgregiliaily by foreign 
'-soium. 

. 't^e. visit was engineered by the 
ttoihiiiant Sections of the Christian com- 
.liuthity essiimially.for thfoe purposes: (1) to 
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regional churchds; (2) to strengthen the 
political base of the Christians and of anti¬ 
radical politics in general; and (3) to 
strengthen the process of religious conver¬ 
sions in the traditionally non-Christian states. 

Disillusionment relating to the corrupt 
functioning of the leadership became wide¬ 
spread even among the ardent followers of 
the church since mid-1960s. This owed 
mainly to the widespread corruption and 
nepotism among the church higher-ups. The 
lukewarm support received bv the church 
establishment from vouth during the days 
of the Private College Tcaeher’s Strike of 
early !970s, the poor electoral performance 
and mass support of the Kerala Congress 
since early l97Us, the growing contradictions 
between the backward and forward Chris¬ 
tians and, of late, the widespread sympathy 
and .support received by a group of ’rebel’ 
priests and nuns during the fishermen’s 
agitation of Kerala in 1984 were eye-opening 
events to the establishment. Of course, they 
did create problems not only to the church 
establishment, but to ail right-wing forces 
in thecoumty. Hence, in a state like Kerala, 
ruled by the Congress!I) led UDF, the 
official machinery moved even before the 
Pope's visit was announced. Much against 
all precedents, a ministerial committee of 
six, headed by the chief minister was formed 
soon after the announcement. Public works 
of an unprecedented kind were begun in 
different centres of the Papal visit. 

Despite wide differences of opinion 
among the coalition partners in the Kerala 
UDF on most issues and non-issues since its 
inception in 1982, the Pope's visit was the 
only one in which there was unanimity of 
opinion. Virtually, the parties and their 
leaders were competing with each other to 
make the best out of the visit. The Congress- 
Kerala Congress dispute which realty 
brought the coalition to the brink of collapse 
in last November was temporarily defused 
only on the subject of the visit. Umpteen 
crores of rupees were spent by the govern¬ 
ment on the construction of podiums in 
different places and for other arrangements 
and the actual expenditure has not been 
disclosed so far. 

Another important factor which disclosed 
the political intentions of the visit and which 
remained totally unnoticed by most critics 
has been the total neglect of protocol both 
by the Indian government and by the visiting 
foreign ofHcial dignitary. While the govern¬ 
ment of India received the Pope with all the 
paraphernalia suited to the head of aState, 
John Paul openly privaiiscd all his pro- 
graiqmes, both in words and deeds. Most 
public functions funded by the public 
authorities and meant for the public were 
Catholicised by prayers and offerings. No 
public receptions were arranged. In places 
like Kottayam, Dichur and Cochin, the 
dntrt^. GOllectorSt the supreme admini- 
stiiifit^as well as political authorities of the 
respe«tvc cities, it has been reported, had 
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been busy with local arrangements rather 
than in raving the guest. The Pope faced 
neither the peoplc^s representatives nor the 
laity organisations which wanted to.sumbit 
to him their grievances. Instead he met most 
leaders of the communal-political axis in 
Kerala like Ibrahim Sulaiman Sait, President 
of Muslim League, leaders of Nair Service 
Society, SNDP Yogam and of >rarious other 
caste-cdmmunal organisations. On the con¬ 
trary, in all places of his visit, nobody except 
the bishops were allowed into the palacial 
podiums. >4ttican’s national flag was hoisted 
everywhere; however, not a single tri-colour 
flag had been reported to have been seen 
except for the reception at Delhi. No guard 
of honour suited to a State guest was served 
in any of the places. To crown all these 
irregularities, the 'official guest' quite con¬ 
trary to all accepted protocol, attacked the 
declared policy of family planning of the 
Indian government. 

' Another aspect of making political capital 
out of Pope’s visit was the attempts made 
by the Catholic church, with the silent 
consent of the ruling DDF to convert the 
podiums where he offered holy mass and 
addressed the people, into places of worship. 
This attempt should be viewed in continua¬ 
tion with the Nilakkal issue of 1984, when 
the Christian churches got some forest land 
allotted by the the Congres$(I)-led government 
in Kerala in order to put up a church, at the 
teeth of protests from various quarters. The 
podium at TKvandrum was constructed close 
to a place of worship of the Hindus on the 
Shanghumugham coast. Soon after it was 
planned, an unauthorised cross and Saint 
Mary’s statue appeared on the .sands, leading 
to widespread protests from Hindu organisa¬ 
tions.^ Similar alleged attempts were 
reported from Kottayam and Trichur also. 
At Kottayam, about 4S acres of marshy land 
was filled up spending an estimated Rs 40 
lakh, exclusively for thi.s purpose and the 
podium was constructed there. This was 
alleged to be planned for constructing a 
common shrine for all Chiistian churches. 
However, all the four podiums in Kerala were 
destroyed soon after the visit in the teeth of 
heavy protests from various quarters. 

An important objective in arranging the 
Pope’s visit was to strengthen the process of 
conversions into Christianity and especially 
to the Catholic fold. The Indianisation of 
the Catholic church has been fast taking 
place. The number of Catholic ordinaries 
hAve increased substantially over time both 
in absolute and in percentage terms. While 
the number ot Catholic ordinaries increased 
from 17 in 1886 to 109.in 1981, the cor¬ 
responding percentage of Indian ordinaries 
increased from II.I per cent to 97.2 per 
cent.* Moreover, the number of Catholic 
priests and nuns and especially of those 
storking in the non-traditional Christian 
areas have increased greater than those in 
the trarOtional strongholds (Ihble 2). Though 
the Arunachal Pradesh Rriigious Pieeciom 



Act, 1978 and the private bill introduced in 
the Parliament by O. P IVagi in 1978 
attracted much opposition from various 
quarters, conversions, especially from the 
lower caste poor through incentives and 
threats continues to be a live phenomenon. 
The Pope's visit to the tenons of missionary 
activity especially of eastern sutes will 
undoubtecHy give a boost to the process. This 
maybe the reason why the leadership of the 
other Christian churches showed a rc- 
portedly unpleasant mood on the Pope's 
visit, though later on they “wholeheartedly” 
welcomed him. 

Notes 

1 The Deepika, January 26, 1986. 

2 A detailed account of Liberation Theology 
in the Indian context is given in Mathew, 
P M 'Liberation Theology in Practice* 
Mainstream, August 3, I98S. For a discus¬ 
sion on Christian voluntary organisations in 
India, see, Karat, P, 'Action Groups/Volun¬ 
tary Organisations: Factor in Imperialist 
Strategy', The Marxist, Vol i, 1984. 

3 For a detailed report of the agitation, see 
Mathew, P M ’Politics of a ’Non-Political’ 
Struggle’, Economic and Political Weekly, 
August 2S, 1984. 


4 The purpose here is not to limit the tcop# 
of the concept of Vlass'j it is intcnited to 
exphUn the r^s performed ^ church and 
politics which are not mutually exclusive 

5 Hence the Maiayalam word for school 
became pallikoodam; palU in Maiayalam 
means ’^ncf. 

6 This strategy was operationalised by-two 
types of insthuUoDS, (1) The highly centra¬ 
list diocese-litwl social service organisations 
which intervene in the schemes of public 
authorities, such as housing schemes of the 
Housing Boards, Co-opeative Housing 
Fetteration, etc, and weaker-sections-oriemed 
rubber cultivation programmes of the Rubber 
Board; (2) local-level mahila mandals at co¬ 
operatives formed, by and large, on com¬ 
munal basis, but run On public money. For 
detailed discussion, see Mathew, P M, and 
M S Nair, “Women’s Organisations and 
Women’s Interests”, Ashish Publishing 
House, New Delhi. 1986. 

Also see, Mathew, P M ‘Exploitation of 
Women Labour; An Analysis of Women’s 
Employment in Kerala’, Social Scientiu, 
October-November, 1985. 

7 JanmabhoomUCochm), November 3, 1985. 
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Paving the Way for Islamic Criminal Laws 

Ashok Rudn 


ONE might h«ve thought that everytiung 
that could be said against the Bill relating 
to the maintenance of divorced Muslim 
ammeh, contauang the word ‘protection’, 
and actually aiming at throwing them to the 
wdves, has already been said, not once but 
several tunes over by assorted commentators 
But 1 am surprised that I have till now not 
seen or heard anybody expressing the fear 
which struck me like lightening from the 
very first mement that I read in the news 
papers about the Bill 1 he dark thought was, 
once we start to amend our Constitution and 
our laws so as to accommodate the Shariat 
and the Koran as interpreted by the conser 
vative Muslim leaders what will stop them 
from making the State aciept, m course of 
time, sueh punishments as cutting away the 
arm for thett and stoning to death for 
adultery'* As is well known there are many 
countries vailing themselves Islamic Slates 
which at this tag end ot the 20th century 
have reintroduced such medieval barbarisms 
in the name of tollowing the directions laid 
down in the holy books of Islam On the 
other hand it is also known that there are 
many other countries with predominantly 
Muslim populations that have brought in 
various reforms in their laws relating to 
women, presumably violating the Shariaat 
and the Koran as interpreted people like our 
Syed Shahabuddin The fact is that in a 
country that calls itself secular, in the name 
of the Koran and the Shariaat we are in the 
process of passing laws which will be more 
unjust to a section of its citizens than the 
laws in many countries which are pre 
dominantly Muslim and which swear by 
Islam 

Compared to this fear, my anxiety about 
the lot of Muslim women is much less acute 
It IS of course unquestionable that the Bill 
aims at depriving divorced Muslim women 
of certain rights which non-Muslim women 
of the country enjoy But the fact is that the 
majority of women in the country enjoy 
those rights only in theory In practice but 
for a small fringe in the upper castes and 
the upper classes, people at large hardly get 
any benefit from and hardly pay any atten¬ 
tion to laws relating to marriage^ divorce, etc 
My direct experience of non-Muslim work¬ 
ing people in the urban area where 1 live 
(hawkers, building workers, rickshaw pullers, 
maid servants, etc) is that it is all too com¬ 
mon for husbands to unceremoniously 
abandon their wives along with their 
children Of there are any), and simply walk 
away, maybe with some other women They 
do not even have to utter 'Dilaq' and of 
course do not provide any alimony what¬ 
soever They am not subjected to any punish- 
mei)t fay law or to 8^ censoriiqi by thrir 
ntR^hboup^ The women ate mo^y econo¬ 


mically md^ndent and maintain them 
selves and their children, both in their state 
of being mamed and in their state of being 
abandoned They do not know about the 
laws, nor do (hey have the means of going 
through Court proceedings This being the 
condition in general of Hindu women 
belonging to poorer classes and lower castes, 
the Supreme Court rullmg in the Shah Bano 
case would not have made the conditions of 
Muslim women much better than before, nor 
will the Bill meant to nullify the Supreme 
Court verdict bring about any real increase 
in the hardship at present suffered by these 
women The effect, in either case, would 
lemain restricted to Muslim women belong 
ing to the educated middle class, the counter 
parts of whom in Hindu society enjoy the 
benefit of alimony 

That of course is no reason to minimise 
the unjust character of the proposed legisla 
tion I, tor oue, do not believe in dismissing 
questions of faminisi interest in the name 
of their being immediately relevant only for 
a small minority of middle class women 1 he 
point I am making is that something much 
more important is at stake We all know that 
many of our progressive laws are not tmpie 
mented But it would be disastrous if one 
were to take them out of the law books or 
give up trying to enact more and more good 
laws on the ground of their not being tmpie 
mented properly The problem of implemen 
tation IS no doubt supremely important and 
one should try for implementation But a 
good law, even when frequently violated (for 
instance, the law relating to minimum age 
of marnage) is extremely important to have, 
as representing certain norms officially 
accepted by society As long as there is such 
a law, social reformers can fight for their 
implementation in particular cases and that 
IS a process by which social changes for the 
better get wider and wider acceptance Law 
in our country has been ahead of public 
opimon ever since the days of the abolition 
of Suttee The laws relating to Hindu 
marriage enacted in post-Independence 
India did not in anyway represent conces 
sions to demtmds made ^ the masses Quite 
often they have been more progressive than 
even their counterparts in the Western coun 
tnes Plenty of Hindu fathers by enacting 
a will deprive their daughters of the equal 
share in inhentance which the law provides 
This IS only one instance of the law in our 
country being far ahead of the values and 
mentality, not only of the illiterate masses, 
but even of the educated middle class 

The history of social progress in this 
country during the last century and a half 
has been precisely that of enlightened 
nundnties, call them ’elite’ if you hk' 
fighting fbt reform of retrogtade mstitudons 
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which were accepted by the broad masses 
and uking the help of the legislative and 
judical machinery of the State for impos 
mg them on the masses whenever necessary 
The Supreme Court directive to the legis 
laturc to enact a body of common civil law 
for the entire population of the country was 
entirely m line with this tradition 
At the time of passing that judgment we 
were all enthused at the sign that at least in 
some places in the authority structure of the 
country there still was left some sanity, some 
wisdom, some courage some commitment 
to modernity and humanist values Ihe 
initiative taken by the Prime Minister has 
replaced that enthusiasm vvith gloom and 
dismay For here is a vciy cleat indication, 
a totally unambiguous exposure of the extent 
to which political opportunism can go 
Obviously modern and humanist values do 
not carry any weight with the President ot 
the Congress Parts when the partv s electoral 
prospects are endangered This is all ihe 
more ironical because of the young leader’s 
penchant tor talking about the 2lst century 
He is much too intelligent not to realise that 
he IS succumbing to pressures exerted by 
people who want the country to go back to 
the 6th century Hemavnot however have 
the wisdom like any others to understand 
that what he is doing is not just a simple 
matter concerning wretched Muslim women 
abandoned by their husbands or their fanatic 
religious leaders but he is subverting the very 
process by which whatever social progress 
has been achieved in the sub continent since 
the colonial days could be realised 


Hindustan Oi^anic Chf*mical8 

HINDUSTAN ORGANIC CHEMICALS 
(H(Xr), a Government of India enterprise, 
has performed very well during 1985 86 in 
terms of production, sales, exports and pro 
fits Production was 1,14,650 tonnes com¬ 
pared to 1,13,929 tonnes in the prev lous year, 
with a number of plants exceeding their 
rated capacities Overall capacity utilisation 
was 89 per cent Net sales turnover was 
Rs 70 SO crore as against Rs 65 36 crore last 
year Exports showed a steep rise from 
Rs 191 lakh to Rs 240 lakh The company 
has been successful in supplying its products 
to advanced countries like West Germany, 
USA and Japan Net profit after deprecia¬ 
tion and interest is estimated at Rs 650 lakh 
against Rs 552 lakh for the previous year, 
excluding profit on sale of assets The com 
pany is following up with the government 
Its important projects like 100 tonnes per day 
caustic soda plant and 5,000 tonnes per 
annum (4 4' Dtphenylmethane Di isocynate) 
plant at Rasayani HOC has also plans to 
double the capacity of concentrated nitric 
acid to 33,000 tonnes per annum A number 
of other schemes including downstream pro- 
ducti based on phenol—acetone arid PTFE 
are under active consideration 
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; Ill the Cause of the Demand^^ Side 

Askok Mitni 

Agricultural Change and Hund Poverty: Variations on a Theme by 
EHiarm Narain edited by John W Mellor and Ounvant M Desai; Oxford 
University Press, Delhi, 1986; pp xix + 233, Rs 90. 


IT was a coup of a son; in November 1966 
I succeeded in persuading Dharm Narain to 
join me in the Agricultural Prices Com¬ 
mission. For the subsequent three and a half 
years, he was my close colleague and patient 
teacher. Those were perhaps the most joyful 
moments in my professional career. Dharm 
Narain taught me the worth of leisure in 
human transactions. He refused to be 
hustled; he would not hustle others either. 
Leitur^ he would let us know, is important; it 
enriches the capacity of your mind to handle 
abstract ideas. Once you have leisure, you 
,'Can expound your thoughts and, at the same 
time; chisel them, sort out the exact from the 
'inexact, the precise from the imprecise, the 
lo^cal from the non sequitur. It is only when 
you have so endowed yourself that you are 
^ a position to tackle the problems of policy 
which constitute the staple of daily existence. 

In the Agricultural Prices Commission, 
We were of course confronted by many such 
problems. Naturally, we discussed a great 
deal aspects of farm prices and particularly 
of foodgrain prices. The new technology in 
agriculture had just reached Indian shores. 
Capitalism was about to penetrate the coun¬ 
tryside; it had its charter of demands to press 
on the state. One major demand was for 
fixation of relatively high ‘incentive’ prices 
for farm products. There was a powerful 
> fanners’ lobby operating within the ruling 
Jparty. But in the so-cailed progressive parties 
-too, including parties belonging to the left. 

: sentiment for high farm prices ran high. 

■ Such sentiment was also shared by quite a 
'.number of eminent social scientists, who 
; have apparently had a change of mind in the 
■fsttbsequent period. 

V;' It intrigued us no end, this convergence 
views on agricultural prices betweoi the 
i^Unerican right wing and the Indian left 
:;;;Wing. And we would be bemused when 
C.jChief Ministers of states such as Kerala and 
f %e$t Bengal, which were wont to import 
>.laBore than one million tonnes of wheat 
i',Annually from the north-western parts of the 
ijdbuntry and whose own production, both 
;j;Ux^cdiate and prospective, of the grain was 
rhc^ible; would insist on high procurement 
{mces being fixed for it, never mind the 
.;.multlng huge transfers of income from the 
^^orer consumers of these states to the rich 
i’hinners and tracers of Punjab, Haryana and 
''^Mwtern Uttar Pradesh, 
it'!*; Even as early as in the mid-1960s, the 
^^itude of many stalwarts of the Indian left 
^^li^rds *harm price policy was thus no 
Afferent firom that of the so-called Feasant 
g^ies in i^eiitral Europe in the inter-wai 


period, and hardly in Consonance with the 
tenets of not just Stalin, but aisd of Lenin; 
it was more Mitrany’S “Marx* against tlie 
Peasant” than Preobrariienslcy’s “The New 
Economics”. True, a standard explanation 
was made available: don't you see, the com¬ 
pulsions of a pre-revolutf6nary situation 
were real, it was essential to have a working 
alliance with the middle and rich peasantry, 
support for high farm prices was therefore 
a strategic necessity. Perhaps the actual 
reason was even simpler; given their orga¬ 
nisational weakness, the left parties pos.sibly 
realised that on their own they would be 
unable to raise the level of real wages for 
landless workers; they therefore fell back on 
the magic of the so-called trickle-down 
effects: if farm prices went up, maybe that 
would help agricultural wages to be pushed 
up too, and, who knows, at a proportion¬ 
ately higher rate. Silence reigned when 
queries were raised on the rationale of 
cherishing the latter kind of hope. 

The right wing proponents of high farm 
prices—and their American patrons—did 


not have to concern themselves with such 
ideological gymnastics. Offering price in¬ 
centives was a good neo-classical prescrip¬ 
tion; since effecting an increase in produc¬ 
tion was your single-minded goal, since you 
want the ‘green’ revolution to get going, raise 
prices across the board; when prices rise, 
supply increases. The pressure on the Com¬ 
mission to toe the neo-classical line was in¬ 
tense; it resisted as best as it could. 

I left the Commission for other pastures, 
and Dharm Narain assumed full respon¬ 
sibility over it. We would meet from time to 
time and continue to discuss the political 
economy of agricultural price fixation. The 
farm lobby in the country went from 
strength to strength; tire sdf-deception of the 
left also grew pari passu. Despite the strides 
in farm output, real wages in most sutes 
either remaned stagnant or fell. It could 
hardly be otherwise given the overwhelming 
marktt dependence of agricultural labourers 
for their basic foodgraihs. 

For one with Dharm Narain’s strong 
sensitivity on social issues, the emerging 
trend was dee|dy disturbing. Rising agri¬ 
cultural production, under the circum¬ 
stances, connoted rising misery for the vast 
majority (ri the Indian pmuiantry; ARer such 
knowle^e, what forgivenessf He was drawn 
into iniriating a study on.the'fiictors govern¬ 
ing inter^eimwnl variadons in ^ incidenoe 
of rural povehy in the countti^ In the ndheu 
of KthUShaiw. there wmbmnie 
stmn ptoddihg m ttdB a ttdi^mn^slidi^ 
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cd’the frnihlem; ilfi yoit 
farm output,porefty. woufritiiaq^ distc^; 
and in order to taise farm ovtpSKi Peiu heed 
to take care of irrigation fhcil kies, tsdat care 
of fertiliser supjhy. t^ cire of rimilar other 
inputs as well as of credit and, fihidiy, tiam 
hi^ incentive prices. Dharm NandttreRised 
to go along. The incidence of poverty had 
to be correlated to the mfluence of time, 
which for him was a symbolic, synoptic con- 
eept embracing the influence of such factors 
as employment generated through socio¬ 
economic overhe^s, strengthening of tradi¬ 
tional cottage and village industries, growth 
of co-operative institutions and the tertiary 
sector, expansion in health, education and 
other services and, above all, initiation and 
intensification of land reforms. Time was the 
variable which, for him, caught under one 
umbrella all the diverse elements con¬ 
tributing to the transformation of the rural 
scene and thereby to the dissemination of 
economic well-being. 

But Dharm Narain would not have been 
Dharm Narain had he stopped here. Success 
on the agricultural production front no 
doubt leaves its impress on the incidence of 
poverty, but, given the background of his 
perceptions and experience, how could he 
avoid recognising that prices also do? He 
was, lest wc forget, the author of a 
remarkable study illuminating the long term 
influence of relative prices on cropping 
patterns in Indian agriculture. He had 
ruminated for a number of years on the 
sensitivity of marketed surpluses in agri¬ 
culture to changes in relative prices. High 
grain prices, his tenure with the Agricultural 
Prices Commission had convinced him, 
affected adversely the level of living of the 
poorer peasantry. At the International Food 
Policy Research institute in Washington, 
DC, where he was spending a term before 
death suddenly claimed him, he developed 
an equation explaining inter-temporal varia¬ 
tions in the incidence of poverty in terms of 
three variables—agricultural performance, 
time and foodgrain prices; he also tested the 
equation with the help of a time-series for 
the period from the mid-l9S0s till the early. 
1970s. He did not get the time to develop 
ius postulates or to further chisel his equa¬ 
tion. The present volume—in one sense a 
commemorative volume-has emerged out 
of a conferoice, held in 1982, which was 
intended to discuss Dharm Nanin's ideas 
further. It tries to weave a number of Ihones 
around his tenutive equation. A 'Prelude 
1^ K. N Rai is foUowed by two .{KicqXlve 
interpretations of what Dbarm Narain was 
intending to estiiblish by Gupvant M Desai 
and AimPtyaSitt. EtBu^yintporinkpi^ 
from M L Daatwida, John W .Melloii; 
T M Srinhaian, 

and otheri cover« ridige tri eria^ ficUk, 
Fik^ %tt^ori>oratint Matts ef 
. $tudiag oB,c(miiecM pn^^.iajl}tr.'i^^ 
tcM '<llf India, PMIpk' 
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and Afriba, add id tha worth ot the 
volume. Altogethv It add* «8»to «tWi fate 
l^arm Naraw, if be wete arouad, woidd 
tune been delighted, for the volume would 
have provided him with ample food for 
thought, in all seasons his priiicipid 
nourishment 

It IS stdi necessary to sound one or two 
notes of warning I hope I wiU not be 
misunderstood, but it is one of the hawds 
Of social existence that once a person departs 
from the scene, liberty is often taken while 
interpretmg his goals and intentions in bfe 
The economics Dharm Naram cultivated 
had ideological roots He wanted in par¬ 
ticular to draw attention to the razor’s edge 
whKh high agricultural prices have become 
in the context of the phenomenon of rural 
poverty, high prices may take care of the 
supply side of farm prosperity, but their 
impact on the demand side is altogether 
devastating If this conclusion he arrived at 
IS not to one’s liking, it is possible to adopt 
either of two courses The more obvious, if 
crude, course is to raise doubts on the 
validity of Dharm Narain’s equation This 
has been done by claiming that since prices 
occur on both sides of the equation, the 
positive correlation he found between the 
incidence of rural poverty and high food 
grain prices is spurious That the influence 
of consumer prices on the distribution of 
household expenditure andtherefore on the 
incidence of poverty is causal rather than 
statistical can however be firmly established, 
as Amartya Sen indicates in Ins paper 
The second diversionary taebe is to branch 
off along directions much beyond what 
Dharm Narain would have ever contem¬ 
plated Some mstances of such distant travels 
occur in this volume Fortunately, these are 
counterposed by others which stress and re¬ 
stress Dharm Narain’s core theme For in¬ 
stance, he would have fully subscribed to the 
following set of observations appended at 
the end of M L Damwala’s paper 

A substantial increase m agncultural/food 
producuon is a necessary but not sufficient 
condition for alleviation of poverty The 
impact of higher production must be i« 
fleeted in lower consumer pnees The success 
of agricultural pobcies idso depends, in large 
measure, on supporting policies in other 
sectors of the economy 
The adoption ui the mid-sixties of the new 
tcdinology, despite some adverse side effecU, 
helped to overcome chronic food shortages 
This restrained the rise m food prices which 
was reducing the puichasing power of the 
poor. Of no less significance was the restora¬ 
tion of bdief m the capacity of Indian 
agneuituie to feed its growmg population 
and qiate the country the humiliiuion of 
continuing dependence on food aid. 

Even With labouiHmtentJveb small-form 
tcc^mologK Indian aghculture wlH not be 
to abMrb gainfoUy the growth in the 
ggdcvltiml labW fomo—mofo than 100 
rnffte to the last three tteegdee. 

talk of dlvHsi^^ 

iwtinam' ttoiMglh Oi sncourag edi etit df 


idiled Industries—toieshiyi ammal hiubandry, 
and so on—and village todmiirim wid have 
to be ufidmtaken » 

1b ensure that the gains of diversifleation 
are not pie empted some sort of ‘reserva 
tidn* of devetopmem m favour of the weaker 
section would be necessary If the political 
leadership is reluctant to so favour the weaker 
section, which is qu le hkeiy, there is no alter 
native for tho poor but to form a sohdarity 
from and use their norainai strength m claim 
not only a larger share of exrsting assets and 
current income flows but a preponderant 
share in the additional assets and incomes 
generated through public expenditure and 
development programmmes (pp 122 3) 

All that needs to be added is to reproduce 
K N Raj’s remonstration in the Prelude “It 


might be nsky to extrapolate tiny of the 
inferences he {DHarni Naram] drew ftom the 
limited exercises he iidtttted. since he had 
his own way of eximming them further and 
often chose to emphasise what inferences 
should not be drawn It is only natural that 
friends stunned by the toss of such a man 
should wish to draw attention to what he was 
trying to do when he passed awav, but we 
must be careful not to indulge in specula¬ 
tion That would violate the high standards 
he observed m intellectual matters” (p xit) 

The integnty of the intellect counted the 
most with Dharm Narain, it would be doing 
a grave disservice to his memory if, through 
our exuberance or otherwise, we deviate 
from the norms he set for himself 
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Poverty Alleviation: Anything Goes 

Sanjay Sinha 

Concurrent Evaluation of IRDP: The ’Hain Findings of the Survey for 
October-November 1985, Department of Rural Development Ministry of 
Agriculture, New Delhi, February 1986 


IN conception the Integrated Rural Develop 
ment Programme (IR DP) is exceptional fhe 
garnering of local needs and resources 
through decentralised planning for sell 
employment income generation is, as a 
means of poverty alleviauon. remarkably in 
step with current development thinking 

The reality of IRDP implemoitation, un 
fortunately, is very different Ever since the 
widespread introduction of the programme 
in October 1980, the emphasis has been on 
quantity rather than quaitty Little attempt 
was made, at the programme’s imtiation, to 
explain the methodology or to provide train¬ 
ing to the district and block level staff 
charged with its implementation As a con¬ 
sequence, much of the initial conception of 
the programme was poorly understood, 
programme guidelines were poorly and 
variously interpreted and implementation, 
particularly in the initial stages, was 
haphazard 

A pnme example of the fundamental pro 
blems that have arisen in the implementa 
tiop of the IRDP IS in the interpretation of 
eligibility The original guidebnes isssued in 
clearly state that those with annual in¬ 
comes less than Rs 3,500fat a of Jive 

are eligible for assistance under the pro 
gramme Yet, in practice, the size-of-family 
stipulation (effectively defining ebgibihty in 
terms of per capita income) is obsenred 
mainly in the breach, Ra 3400 has become 
the recognised income limit wAmeverrhe size 

tkefitmtty Mforse, in some states, family 
Income is not being assessed at all At the 
block tond, the tndividaal’s landholding 
glone ill utod M the cntolioa for bcnelkiary 
chaioB, indeed, the procedures are so defined 


that for landholders, a certificate from the 
revenue authorities to the effect that the 
applicant is, at best, a small farmer, suffices. 
For the landless the certificate merely states 
that the applicant’s income is less than 
Rs 3,500 per annum Needless to say, this 
short-cut method of assessing eligibility 
greatly simobfies indulgence in malpractices 
as well as eliminating imttal mcome from the 
crucial base-hne data 
Similarly, the exercise of decentralised 
planning has turned into a charade Things 
have gone wrong at a multitude of levels 
Firstly, the DRDA officials charged with 
plan formulation have neither the necessary 
skills nor the planning expenence Secondly, 
the pressures for achieving quantitative 
targets, the related malpractices and the con¬ 
sequent ‘policing’ role thrust upon the 
DRDA leave httle time for such ’dieoretical’ 
exercises as planning Thirdly, detailed direc¬ 
tives issued by the Centre and by state 
governments have, in practice, left httle room 
for manoeuvre on the basis of local con¬ 
ditions Thus, what passes for a plan at the 
district level is not a document that idemifies 
viable schemes in the context of a compre¬ 
hensive view of existing resources and 
markets, provides for infrastructure to sup¬ 
port projects with potential and apportions 
financial and physical targets accoiduigly, 
the dtstnet IRDP plan is, m faa, moely a 
haphazard collection of schemes cobbled 
together on the basis of a feel for what, 
according to the planners, ought to be vidito 
It u entirely a desk exercise incorporating 
no mieto4evel mvestigation and httle 
attempt to match the productiim capacities 
beiiig created to local tesoutce* or demands 
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Not only ov6tntl allocations but individual 
idtcmc-wiK. funds are often equally dis- 
IrfbuiadiHionsst all tiK blocks in thecUstrict 
tbus missing completely the point of district 
ICMel planning. Not surprisingly, FROP 
implementation is rarely fettered by the 
disdplines of the district plan the very con¬ 
cept of which has, to most local officials, 
come to mean little more than a meaningless 
collection of outlays. 

After the selection of beneficiaries and the 
identification of their schemes, on whate\«r 
haphazard criteria, the scene shifts to the 
better understood rigmarole of form filling, 
document collection, collation and proces¬ 
sing at block and bank level. Anyone un¬ 
fortunate enough to have become entangled 
in the web of official assistance schemes will 
be familiar with the ptxjblems here—with the 
additional disadvantage of illiteracy for 
those who are genuinely eligible. This is 
followed by purchase committees and the 
like for the acquisition of assets. Much 
beneficiary effort, considerable business for 
local transport operators, many tea cere¬ 
monies and substantial palm greasing is in¬ 
volved before the asset is finally acquired, 
at least according to the documents. 

Woe be to those beneficiaries unfortunate 
enough to have actually purchased an asset 
for income generation rather than for sub¬ 
sidy misappropriation. A common scenario 
is for projects judged to be eligible to be 
approved under IRDP in such large numbers 
and high concentrations that not only are 
assets subject to overnight IROP inflation 
(of 25-50 per cent) but viability itself is 
affected as the market is saturated or raw 
material resources become inadequate In the 
absence of dynamic, autonomous DRDA 
direction-neither can rational planning uke 
place to avoid these situations nor can the 
infrastructure necessary to improve viability 
be provided. 

The catalogue of woes does not end here. 
It goes on to cover the lack of follow up, 
poor training under TRYSEM, the bene¬ 
ficiaries’ relationship with banks in loan 
management, their relationship with in¬ 
surance companies and so on. 

Not that any of this is news to the Centre 
■ or the state governments. The Programme 
Evaluation Organisation’s evaluation of the 
IRDP covers this ground fairly well. 
Numerous good, bad or indifferent district- 
level evaluation efforts commissioned by the 
state governments confirm and supplement 
the conclusions of the Programme Evalua¬ 
tion Organisation (PEO). Some of these 
efforts even pre-date the PEO report. Over 
a three-year period the problems of IRDP 
implementation have become well known, 
yet little by way of concrete action to im¬ 
prove results has been initiated. The Seventh 
Plan document merely reports the measures 
originally proposed under IRDP and 
reiterates, that these will be implemented. 

But it is not clear how this will be done 
; Where are rhe sincere efforts at plan imple¬ 


mentation in accordance with its concep¬ 
tion? If it is said that the expertise is not 
available at DRDA leiMgenctaSyt imitiyit 
can be inducted from odt^. At least a few 
pilot districts can make a ^nuinc attempt 
at self-employment poverty alleviation. A 
domonstrable improven^nt in programme 
impact can be achieved in this way. If the 
programme is truly as importmu as it is 
being described at the high^t level, the ex¬ 
pertise for wider imidementaiion can -|nd 
will be found. But first the policy makers 
have to make a decision to give poverty 
alleviation a chance. 

Unfortunately, the only concrete response 
of the Department of Rural Development to 
the already well-documented catalogue of 
woes under IRDP has been to launch a 
massive exercise at what is termed ‘con-, 
current evaluation'. (This type of exercise is 
better known as monitoring but the bureau¬ 
cratic cadres have convinced themselves that 
monitoring equals a check on the achieve¬ 
ment of physical and financial targets only, 
so no matter.) The emphasis, again, is on 
quantity rather than quality. The ‘concurrent 
evaluation’ covers 20 beneficiaries per block 
in 72 blocks in 36 districts, a total of 1,450 
beneficiaries per month. 

The results of this exercise as shown by 
the first report (under review), amount to 
little more than a sanitised version of the 
catalogue of woes. All that has been achiev¬ 
ed i.s to provide an inter-state compari.son 
of the figures. Thu.s. the responses obtained 
from this exercise show that while J and K, 
Orissa, Rajasthan and West Bengal scrupu¬ 
lously follow the requirement that bene¬ 
ficiary selection be made at gram sabha 
meetings, Assam and Tamil Nadu have the 
distinction of ignoring it completely. 
Similarly, while the average delay in pro¬ 
viding assistance to selected beneficiaries 
goes upto two years in the case of Maha¬ 
rashtra and Punjab, it is a mere 3-4 months 
in the case of Gujarat, J and K and Manipur, 
Meghalaya and Nagaland. Needless to say, 
the same comparisons could have been made 
by comparing figures from individual 
district-level evaluations. The point of 
repeating the exercise month after month 
without allowing any time for corrective 
action to be taken, let alone to take effect, 
is difficult to understand. 

Within the limited framework of the 
exercise itself there is a lot that is lacking. 
The report represents the initial family 
incomes of the beneficiaries at the time of 
assistance but (in keeping with IRDP rules) 
does not allow these to exceed R$ 3,500 per 
annum. Kbt, it is the author’s experience that, 
in Uttar Pradesh at least, around. 50 pir cent 
of families assisted were ineligible in the first 
place. The questionnaire itself allows the in¬ 
vestigator no scope for enumerating family 
incomes. Those survey agencies with the re¬ 
quisite level of interest have had t» provide 
a supplementary questioimidie for the 
purpose. On this ba^ H b dm how 


the inctwneitial income from the,ai$istancc 
hqs been emtin^ted. Besides, no attempt 
to ntets'iiiiamiienul to initial income has. 
been made. 

Even ignoring its wasteful monthly 
replication of.e^on, the utility of the exer¬ 
cise is lost on account of its lack of 
analytical content. What, for instance, arc. 
the reasons ft>r high incremental incomes in 
J and K and low increases in Rajasthan? Is 
it the quality of asset? Is it the choice of 
project? Are there planning considerations? 
Crucial infrastructural differences? It is not 
clear how corrective measures can be 
initiated without this crucial information. 

The catalogue of shortcomings in this 
exercise stretches on like the catalogue of 
woes of the IRDP beneficiary. Less sub¬ 
stantive, but ncverthC'less indicative, is the' 
poor preparation and presentation of the 
report. A good idee, the diagrammatic 
presentation of the findings for maximum 
impact, has been ruined by unimaginative 
cartography, poor formatting, careless 
proof-reading and sub-standard offxet prin¬ 
ting. It is a sad illustration of what has come 
to be established as a universal truth in this 
country: when u comes to poverty allevia¬ 
tion, anything goes. 

Indian Petrochemicals Corpn 

INDIAN PETROCHEMICALS COR¬ 
PORATION’S sales turnover, net of excise, 
has increased by nearly 18 per cent from 
Rs 501 crore in 1984-85 to approximately 
Rs 591 crore during 1985-86, while groM 
turnover has gone up from Rs 586 crore to 
Rs 681 crore^ hoisting a new peak, according 
to the privisional figures. Profit before 
depreciation, interest and tax is estimated to 
have increased to Rs 127 crore as compared 
to Rs 119 crore during the previous year. 
Gross internal resources generated will be 
Rs 106 crore compared to Rs 102 crore. 
Profit before tax is likely to be about Rs 71 
crore against Rs 61 crore, an increase of 
nearly 16 per cent. 

The LAB plant achieved over 110 per cent 
capacity utilisation, an all-time record. 
Similarly, acrylic fibre, benzene, ethylene 
oxide plants achieved over 100 per cent 
capacity utilisation. The average capacity 
utUisation of the plants in the Baroda com¬ 
plex was over 90 per cent for the second con¬ 
secutive year, despite prolonged pow«-cuts. 
Over all, the volume of production was 10 
per cent higher than last year. 

IPCL commenced marketing propylene, 
di-ethylene glycol and tri-ethylene glycol for 
the first time during the year. Work on the 
new projects being set up at Baroda com- 
pla of IPCL at an estimated cost of Rs 430 
crore has progressed as per scheduladvrint 
the year. The projects under inipleiAiimtatiott 
at Baroda comi^ indude DMTexpandon, 
bi-component acrylic fibre, pp-copo^isr. 
aydaoc aapamion, LA|l expansion,'c^ve^ 
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India’s Agricultural Development 

An Alternative Path 

Sunian Sarkar 

Making use of two sets of official information regarding the character and performance of co-operative farming 
societies, initiated in the fifties end sixties, this paper examines the empirical plausibiiity of different hypotheses 
underlying the existing negative views of co-operatife farming as an approach to India's agricultural develop¬ 
ment. Facts analysed in this paper tell a different story. 

In view of several observed limitations of the New Agricultural Strategy the present writer thinks that it is high 
time to consider a further change of strategy. It is sugges/ed that the new technology can be applied much more 
fruitfully if different categories of agricultural producers can be organised as co-operative farming societies, the 
types of which are suggested here. Sonie important developmental implications of the suggested approach are 
also analysed. 


INDIA’S agricultural development policy 
since the pre-independence years has passed 
through different phases distinguishable 
with reference to various'shifts in poiit 7 . 
Ignoring the details of the evolution of 
policy, the period of planned development 
may be broken into two parts, the dividing 
line being the mid-sixties, when the New 
Agricultural Strategy took its final shape. 
The policies of the government before and 
after this dividing line are associated not 
only with differences in technical knowledge 
and its application in agriculture, but also 
differences in the philosophy of agricultural 
development. 

The earlier approach was based on the 
idea of reorganisation of production, it was 
thought that the problems confronting the 
majority of rural producers could not be 
solved unless production was organised on 
a co-operative basis. In contrast, the.New 
Agricultural Strategs is based on the idea 
that even within the existing set up of 
individual holdings a spectacular develop¬ 
ment of agriculture my be possible 
through the application of the new 
technology associated with biologically 
improved varieties of seeds and other 
improved inputs. 

At present the New Strategy no more re¬ 
mains new and its limitations have largely 
become exposed. The present writer thinks 
that it is a high time to consider a further 
change in our agricultural development 
strategy, it is 'suggested that the improved 
agricultural techniques may be applied more 
fhiitfully if a specific pattern of co-operative 
production can be promoted. 

During the last two decades a number of 
research workers have advanced negative 
\ iew s of co-operative farming in India. The 
existence of these pte-conceived notions may 
be responsible for the fact that Indian 
economists gt present no more devote their 
time to consider co^pwative farming as an 
approach to oiir a^ukural devdopmeat. 

ifllVer a critical review of soim negative 
vieWs Of co-opentive ftnniitg'in .India bt 
.iectM !»’ idtcaipt. hit bepn tat 
, sectipni I^aiid HI oCtldt|WP««to Mmtdiie 


the empirical plausibility of different 
hypothesis underlying these negative views. 
The work makes use of two sets of official 
information, which have not been used ex¬ 
haustively for analytical purposes so far, 
regarding the character and performance of 
different types of co-operative farming 
societies that were initiated in the Fifties and 
sixties and furnishes substantial evidence 
contrary to some of these negative views. 
Keeping in view the lessons obtained from 
these empirical studies an attempt is made 
in section IV, to find a strategy of agri¬ 
cultural development based on co-operative 
farming. 

1 

A Critical Review 
In the Indian contextl the term co¬ 
operative farming evokes ideas of broadly 
four different models of co-operation (Co¬ 
operative Planning Committee, 1946). 
Firstly, a Tenant Farming Society is denned 
as one which is formed for the purpose of 
leasing in land, its members become tenants 
of the society and cultivate the land allotted 
to them by the society individually. Secondly 
a Better Farming Society is defined as an 
organisation meant for the promotion of 
certain technical improvements and for pro¬ 
viding certain economic facilities to in¬ 
dividual farmers, though it does not neces¬ 
sarily call for joint farthing or any pooling 
of resources. Thirdly, a Joint Farming 
Society is defined as one which involves 
pooling and joint allocation of land, labour 
and other resources of members,^ though 
they are entitled to retain their individual 
property rights in the same, .so that the gains 
from such co-operation are di.stributed 
mostly in proportion to the resource shares 
of the members. Finally, a Collective Farm¬ 
ing Society is defined as one which cither 
leases in land for joint cultivation or pools 
the land holdings of its members, their 
individual land ownership titles being 
surrendered to the society, Such a farm may 
also be initiated on government waste land 
in’, vested land distributed by the govern- 
ipatt, Men^rers of a cbtleaive from are en¬ 


titled to product shares as wage-earners. 

During the earlier years, the term co¬ 
operative farming was officially used to 
include in general all the four types of 
societies. l.ater on it was increasingly realised 
that since the so-called Ibnant Fanning 
Societies and the Better Farming Societies- 
do not mark any significant departure from ■ 
the individualistic line of cultivation, they 
do not represent the basic idea of co¬ 
operative farming at all. In the Second Plan 
therefore, the definhion of a co-operative 
I'arming society-was narrowed down to one 
which pools the resources of its members 
and where there is joint management as well 
(Planning Commission, India, I9S6, p207). 
The discussion in the present work will relate 
to the different aspects of the joint and 
collective farming societies only. 

Lsoi u rioN or Co-operative 
FAKV tiNti Policy 

The Congress Agrarian Reforms Commit¬ 
tee (1949) which represented a stream of 
India's nationalist consciousness, recom¬ 
mended compulsory co-operative joint and 
even colleciise farming for holdings smaller 
than a basie holding.' The First Five-Year 
Plan (1952) recognised, a co-operative 
organisation as an indispensable instrument 
of planned development of agriculture The 
Second Plan (1956) placed an even larger 
emphasis on co-operative farming and stated 
that targets of co-operative farming should 
be linked with those of agricultural produc-" 
tiun with the help of the National Extension 
Service and the Community Development ' 
Programmes. In the Report (1959) of the 
Indian delegation to China, co-operative 
farming in India was look^ upon as a 
historical necessity. The Committee of the 
Panel of l.and Reforms in its Report (1959) 
suggested that, a substantial area should be 
brought under co-operative farming within 
a period of ten years. A working group 
which studied the functioning of selected co¬ 
operative farming societies in the country in 
its Report (1959) proposed a programme of 
20,(X)0 co-operative farming societies. But 
thm also occurred a shift of emphasis from 



toffiiraUion to voluntariness The Nagpur 
Station of the Indian National Congress 
in its resolution stated that the 
oigatrisation of the v ilia^e should be based 
on village panchayats' and village co¬ 
operatives and that the future agrarian 
pattern should be that of voluntary co¬ 
operative joint farming under which farmers 
ufOuld continue to retain their property 
rights. 

In the Third Plan (1961) also, the possible 
eontribution of co-operative farming to rural 
progress was mentioned and it was expected 
to dcvriop as a mass movement at the village 
level. For the Third Plan a programme for 
the organisation of several pilot projects was 
accepted by the Government of India. 
During the pericxi of the Third Plan how¬ 
ever, official emphasis on co-operative 
farming started declining and in the Fourth 
^ Plan document (1969) the shift in the 
' emphasis from co-operative fanning towaids 
service co-operatives connected with agri- 
' cultural credit, marketing and consumer 
needs became dear enough. The decline in 
' emphasis on producer co-operatives is clear 
from the following statement in the Fourth 
Man (1969, p 226): 

In co-operative farming prionty will be given 

10 the revitalisation of the existing weak and 
. dormant sodeties. New societies will be 
. organised only in compact areas and if they 
^ have a potential for growth 
|'''Since the beginning of the Fifth Plan (1974) 
co-operative farming has ceased to be 
’ mentioned any more. 

Negative Views 

‘ It might be an urge to counter even the 
I limited movement towards a social owner- 
>' ship of land and other resources assodated 
with co-operative farming, that motivated 
I a number of writers to advance a number 
, of arguments against co-operative farming 
in India, some of these being based on a small 
‘ ttuunbcr of case studies of co-operative 
farming societies, sampled quite often from 
) within the same district or a few contiguouf 
districts of a state, while others are mostly 
( of a theoretical nature. The hypothesis that 
^ co-operative farming cannot fruitful in 
r India as a general programme of agricultural 
^ development appears to be supported bv the 
' ‘Views of these research workers. But as 
i Deshpande (1977) writes, “Some literature 
?> exists which reports the results of investiga- 
) tions relating to various areas at various 
points of time. If ail these results are pooled, 
they win certainly not aihount to a represen- 
tative sample of co-operative farming in 
j India;* 

One allegation of the opponents of CO- 
1, operative farming is that many of the 
I farming sodeties initiated in the country 
^■wera not genuine From case studies of 
f Selected co-operative farms in the State of 
LTtuijab S K Coyatii966, p 142) concludes 
^fhat a “large number of rei^tered co« 
ppperative farms do not eaiit*’. On the basis 
a study of 22 p$||psis«Iy selected co¬ 


operative tar'mt of PunjUb-and westerh VP* 
Unminarayao and Kaowago (196?, p H) 
condude that *SitniDst afi co-op^iye Isnas 
are characterised by nonresident memhet- 
ship, a^Mence of minimum labour contribu* 
tion by members on firms, unorgaidsid 
ways of maintaining records, and improper 
utilisation of finances”. 

it is quite possible -thm some of the 
registered co-operative sodeties were not 
genuine and thm some of them were formed 
merely for the purpose pf circumventing 
land reform laws. But from small purposive 
samples it is not possible to know whether 
the proportion of these non-genuine farms 
was really significant for the country as a 
whole. Nevertheless, some authors have 
advanced country level conclusions on the 
character and performance of co-operative 
farming societies on the basis of the above 
mentio^ types of studies. Thus Deshpande 
(op III, p I) writes: “Experiments in co¬ 
operative farming have generally failed 
to justify the faith reposed in them. They 
have universally failed to arouse a positive 
response from those whom they were 
intended to benefit;* 

Another catetgory of similar generalisa¬ 
tion concerning the relative performance 
ot different categories of joint farming 
societies. According to some writers co¬ 
operative joint farming sodeties of absentee 
land lords were more effident than those of 
actual cultivators. From case studies of some 
co-operative fanning sodeties in the Punjab. 
Dhaliwal (1938, p 82) condudes that “where 
members were mostly peasant proprietors 
and worked in the soci^cs, the experienoe 
has not been so happy and a great majority 
of the farming societies had to stop work**. 

Deshpande (op at, p 119) makes a sweep¬ 
ing generalisation as follows: “On a perusal 
of studies of co-operative farming in India, 
one hardly misses the impression that the 
examples of successful jpint farming are in¬ 
variably those of large fanner co-opoatiyes’*. 

This obviously amounts to a native view 
of co-operative farming in India, since a 
fundamental task expected of co-operative 
farming was to enable the poorer sections 
of the producers to improve their produc¬ 
tion performance. Apan from the fact that 
the validity of the above mentioned conclu¬ 
sion can be questioned at an empirical level, 
ihe economic implications of varying per¬ 
formance of different categories ot farming 
societies cannot be adequately understood 
without analysing the factors resulting these 
variations The studies refyrred to above are 
inadequate from both thw points of view. 

Theoretical Criticisms 

An important theoretical argument 
agairist co-operative farming in India has 
been based on the pmumptioa that it would 
in its wake bring about mechanisation of 
agricultural production, thus aggravating the 
problem of unemployment. This was one pf 
the grounds <»i i^cb Charan Sii^ (1997 
apd 1959) opposed the idea of co-joplrittve 
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jMnt ah^'lDi^ive 9erm)^ '^ t^tiMlblt 
of 

tlMf, K 5)'«bo serins riiat pco-opcn^' 
(hrm woiM :;^eonvert ttncnidoyed wrour 
time inro ortemi^edinetf'* 
its labour use arrangements. 


In a^ricuhiire for almoit every produc|h» 
operation laboor'HiUd machinery are, to a 
significant extent substitutabfo for One 
another* Therefore, cooperative farming 
need not necesurily be assodated with in* 
creased mechanisation and displacement of 
labour. Beside this, as Khusro (1968. 
pp 429-30) points out, the pooling of labour 
of a co-operative farm can make possible the 
effective utilisation of surplus family labour 
of the members for purposes of land reda- 
mation or capital construction which other¬ 
wise would be beyond the means or time 
horizon of the individual farmers concerned. 
In other words, developmental works within 
a joint or collective farming society may be 
assodated with additiona! demand for labour. 


Another theoretical point against- co¬ 
operative farming relates to economies of 
scale Krishna. R and co-authors (1956, p 9) 
pointed out, “The argument for co-operati- 
visation, in so far as it rests on the theory 
of economies of scale is very weak*’ The 
underlying idea is that even if farms are 
small and individually operated they may be 
in a position to obtain certain advantages 
of huge scaie operation if they are supported 
by service co-operatives. This very idea is 
also an important basis of Otto Schiller’s 
(1957) concept of individual farming on co¬ 
operative lines. Schiller departs to some 
extent from the concept of a conventional 
service cO-operative by introducing the idea 
of planning for a common cropping scheme 
and a rational lay-out of farms, the latter 
being with a view to avoiding difficulties 
assodated with irregular shapes and sizes of 
cultivation units (Schiller, 1969, p 56). 


A service co-operative, either of the con¬ 
ventional type or as suggested by Schiller, 
can however, hardly make available to 
individual farmers having small and scat¬ 
tered holdings, some important benefits 
assodated with an enlargement of scale of 
operation that would be possible only 
through joint or collective fanning. Im¬ 
portant economies in the use of financial as 
well as phjwcal resources may arise for ex¬ 
ample, from tKe pooling of labour and land 
for work relating to land development, 
development of Mgatitm and simUar other 
capital constrttctimi projects as wdl as their 
utilisation. Looked at (riMn the pahK of view 
of individual farms, some such economies 
would appear as totally external in (he 
that the individual farms ooncern^ wmM 
not be in a position to create the epMlMiiMhi 
required for their attainment. As a raiditof 
joint or collective farming these eimaondea 
mmr Iwimme foteritm to 
toeir cNumt ofettoinnett 
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. In the U^t of guidetlhes suggested by the 
Committee of Direction on. Co>opentive 
farming, seven A|po>Gconbmic Research 
Centres of India, conducted a faidy taige 
numbet of case studln of co-openitive 
farming societies. Held investigations being 
carried out- during September' 1963 to 
May 1964. {Afferent pilot projects on co¬ 
operative farming and a number of societies 
under these projects were selected pur- 
posiyeiy with a riew to studying both 
succmsfut and unsuccessful cases. ^ 

The data collected by the Agro-Economic 
Research Centres were presented in different 
reports published by different Agio Centres 
and a consolidated memeographed report 
|1,96S) circulated on behalf of the Commit¬ 
tee of Direction on Co-operative Farming. 
The present section is based on facts 
presented in these reports. 

In respect of both size and intensity the 
above mentioned study is the first as well as 
the last of its kind in India. As a matter of 
fact, it is the only study which provides a 
fairly detailed account of facts relating to 
participation of different categories of 
peasants in co-operative farming. Since 
many of the farms case-studied were com¬ 
posed of peasants who were more or less 
homogeneous, these farming societies could 
be classified as those of poor, middle and 
bigger farmers. Beside these, there were 
co-operatives participated by non-homo- 
geneous categories of peasants and these 
farms were treated as a separate category, 
Strangely enough, most ofithe analytical 
works on co-operative farnjting in India 
during the later years have igi^ted some im¬ 
portant lessons which mighlt be obtained 
from these case studies. Facts {found in these 
case studies are analysed, in {the following, 
with reference to different {categories of 
peasants, with a view to exaiUining the em¬ 
pirical plausibility of some of the negative 
views on co-operative farming in India as 
discussed in section I. 

Poor Farmers’ Societies 

The joint farming societies of poor 
farmers and the collective farming societies 
showed certain striking similarities in respect 
of their achievements as well as problems 
fbeed by them, lit spite of the obvious dif¬ 
ferences in organisational /orm as between 
these two categories of farming societi^ 
the. observed similarities were largely attri-. 
butable to similarities in the class bault- . 
Rrounds of the members of these two, 

V eattioriet(,of;fmme. 

94of the doUectjve furpil^ 

.wMb nwniffty tapdless labourers. Most'of 
‘ -^'Juint ginning .joeieti^ of poor'ISaiinerg'. 
ag.hi^ as ^ cotlcciivc farming societies 
■ d«5tfef -lof ; 
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UuWty of land beltmiging to the joint, 
lining societies of jji^r farmers was in 
mahpr cases worse than those of joint farm¬ 
ing societies of bigger farmers. On thp other 
h^, the collective farming societies were 
in many cases initiated on government 
owned fallow, lands including forest land, 
where production could be initiated only 
after reclamation which was costly. 

, For both, these types of farming societies, 
bwause of the smallness of owned land and 
on account of the insecurity of tenure, the 
prospect of using land as a mortgageable 
asset for obtaining ban|c loans was limited. 
These societies encountered difficulties 
in obtaining governmental finance also, 
because of a general lack of leadership and 
rapport with the governmental agencies con¬ 
cerned. The availability of co-operative 
finance was also very limited, Medium- or 
long-term co-operative loans were not in 
vogiic at that time. Accordingly availability 
of finance, speaking generally, was small in 
relation to requirements. The members of 
both joint farming societies Of poor farmers 
and the collective farming societies were also 
obviously not in a position to raise any 
significant amount of resources by way of 
their own subscriptions. 

In spite of these financial difficulties, the 
majority of the Joint farming societies of 
poor farmers, case studied, were able to 
undertake some mvasurcvof.land improve- 
mem and development of irrigation. Thus 
fn different societies, varying areas of 
previously uncultivated land were brought 
under cultivation. For the collective farm¬ 
ing societies, land improvement often im¬ 
plied major programmes of reclamation. In 
most cases the members provided their own 
labour for land reclamation and in a few 
cases, reclamation was assisted by some 
tractor organisations of the government. In 
some cases members of collective farming 
societies reported that 'Hhe speed and 
extent of reclamation would have been 
inconceivable had they tried to reclaim por¬ 
tions of their land individually” (Ministry 
of Community Dev-elopmeni and Co¬ 
operation, 1965, p 278), 

It is easy to see that so far as land develop¬ 
ment add development of irrigation are con- 
cerbed, the relative advantages of joint or 
coilectisie efforts over individual efforts 
possibly resulted from certain economies of 
scale connected with the utilisation of scarce 
financial and managerial, resources as well 
as machines including tractors and pump 
sets. This seems to be a f^ct which provides 
a ground for questioning the stand of 
i^itihna, R and co-authors (1956) as men- 
tioAed’In .'section 1. . ' 



1^hj|s gross yield^- j](nproved .in some 
jljgre wesp! oth«|^ib wbieb yields were 
(he co-open^ve farm than on 
lot^idbat heldiiqp of the greas concerned. 
Aji a itiauer of fiaisr, -the joint farming 
t^..p 0 ^ . fi|C9«n ,«t wd{ at the 
' (Rtsr^t^idMwcne 



in many cases, unable to utilise fully the 
potential for yield improvement created by 
them through land deyelopment and expan¬ 
sion of irrigation facilities. Reasons for this 
are not far to seek. Apart from the problems 
connected with paucity of funds, as men¬ 
tioned earlier, these farming societies also 
confronted a serious bottleneck of advanced . 
technical and managerial information. 

Uptil the time of these case studies, in 
many areas at the block level, adequate 
number of whole time officers entrusted 
with the task of promotion of co-opentive 
farming were not appointed. Even sroallei 
was the number of such officers having apy. 
theoretical knowledge or practical experience ; 
in farming. It may be interesting to note that,.., 
"‘w'hilst before the registration of societies^ 
the departmental officerwof the area looked- 
into the economics of the proposal and also 
made certain .suggestions regarding the pro- .. 
duction plans to be followed, their interest, 
did not continue long after” (Ministry Of 
Community Development and Co-<ypera-. 
tion, 1955, p 273). 

After registration whatever technical Otr;\‘ 
managerial guidance the farms could obtain ; 
was largely a result of their own efforts or -i 
efforts on the part of the non-officid 
leaderhip, if any. There are reasons to think ^..i 
that the flow of technical or managerkl 
assistance was directed much less towards the 
societies of poor farmers and landless 
labourers than towards societies participated'"; 
by relatively well-off farmers. For the poor 
farmers or landless labourers who worked.': 
on their joint or collective farms manually, :< 
it might be diflicult to go out in search.of'- 
official guidance in remote places. On the, 
other hand these farming societies did not -i 
usually obtain any significant benefits from i- 
non-official leadership for the simple rea.soii .’ 
that the pre-existing village leadership of the' ; 
landowning classes did not have any motiv'<: -a 
for promoting development of these poor',; 
farmers’ societies. From the case studies one ! 
finds instances in which dominant political'. 
groups drawing their support from the iradi-. 
lional village leadership “made every effort ;^ 
to present organisation of a society 
landless workers” (Ministry of Cominuntiy-.' 
Deselopmcnt and Co-operation, 1965, p 236)^ 

In view of all these facts the relatively:- 
unsatisfactory performance of the poor .f 
farmers' societies cannot reasonably .be'^ 
attributed wholly to any inherent or iiir.; 
surmountable weakness of co-operatiye., 
organisation of poor farmers. .Their perEpy- V 
mance might have improved $ignificat)tly ■{ 
had adequate financial, technical -and 
managerial assistance been forthcoming. ' 

Medium cultivators’ Societies 

the joint G|r)nlng societies piedomiiiinedS 

medium cultivators were found ip hm« 
t certain behavlount feafutea qua^tivdy. 
distin^ishabie from those of the poor . 
fahMits* societkst in the midille 
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actual farm operations was generally high, 
though in some cases members were involved 
more in supervisory work than manual 
work. The members of these farming 
societies individually had long been accus¬ 
tomed to make use of hired labour for their 
farm operations and even after being 
organised as joint farming societies they 
continued to depend on hired labour to a 
significant extent. 

Most of the farms of this type case 
studied, were found to be functioning more 
or less satisfactorily. They undertook land 
improvement measures, expanded the pro¬ 
portions of their irrigated to total area, in¬ 
creased double cropped area, increased the 
application of fertili.sers and invested in im¬ 
proved implements despite the fact that the 
quantum of external assistance was limited. 

These achievemenu of the middle fanners’ 
co-operatives seem to be associated with two 
things. Firstly the members of these societies 
had relatively larger land areas and other 
resources of their own, as compared to the 
poor farmers so that larger financial re¬ 
sources could be raised from among the 
members themselves. Secondly since the 
members tof these societies were neither 
absentees nor entangled wholly in manual 
work like the poor farmers, they could afford 
to be more enterprising in obtaining and 
utilising improved technical knowledge. 

SOCItrilSOI BKiCb'R CUITIVAIOKS 

A joint farming .society of bigger land 
holders was in general dominated by two oi 
three families, though for meeting the 
minimum numerical requirements for regi¬ 
stration a few nominal members or landless 
labourers were also registered. Of the 
societies of bigger cultivators case studied. 
In 42 per cent the members had completely 
pooled their landhdidings and in 16 per cent 
pooling was partial. In the remaining 42 per 
cent pooling was merely on paper and in 
most of these, at the time of registration, the 
main motive of the dominant members was 
to avoid the possible effects of ceilings and 
tenancy legislation. 

Since land areas commanded by the 
bigger farmers were, in many cases, of 
superior quality, the societies formed by 
them did not immediately require consider¬ 
able land development efforts. But some of 
these societies drew upon their own finan¬ 
cial resources to invest in irrigation. 

As regards their performance; the societies 
of bigger farmers case studied, may be 
classined into two distinct categories. There 
were cases in which the dominant members 
were absentee landlords for whom the joint 
farming societies merely served to perpetuate 
the system of sharecropping in anotho’ form 
<Ministry of.Commuifity Devdopment and 
Co-operation, 1965, p 242). Rums of this 
type were found in Uttar Pradesh and 
Andhra Pradesh and these wen not reported 
to introduce improved agrkultutal practices 
for achieving yield improvements. From the 
case studies, one has the Impressimi that this 


perpetuation of pre-capitalist production 
relations in the guise of cooperative farm¬ 
ing was associated with stagnation of yield 
rates, though of course in some cases 
sugnation or even declination of yield rates 
was attributable to other reasons including 
the utilisation of newly reclaimed lands. 

There were also some cases in which the 
bigger farmers performed some supervisory 
work on their co-op«ative farms, produc¬ 
tion being carried on mote or less along the 
capitalist path with the help of hired 
labourers. Some of the joint farming 
societies of Punjab and Madhya Pradesh for 
example, were reported to achieve increases, 
in output by introducing improved inputs 
and double cropping. 

Societies with heterogeneous 
Membership 

In a number of joint farming societies 
case studied, the big, middle as well as the 
poor farmers had joined together. In some 
of these landless persons had also been 
enrolled in older to satisfy the minimum 
requirements of membership for purposes 
of registration. 

Around 60 per cent of the farms of this 
type case studied were reported to practise 
joint cultivation. The remaining farms were 
in fact cultivating their lands individually. 
For the societies of this type which were 
practising joint cultivation, wide variations 
in performance were reported. In only a few 
societies of this type a substantial number 
of members were reported to participate in 
farm work. In others most of the members 
were non-working if not absentees, work on 
farm being carried on either with the help 
of the landless members or with hired 
labourers. For only a few societies of this 
type any .significant efforts to enhance pro¬ 
duction were reported. 

in these farms with heterogeneous 
membership the richer members quite 
possibly were often'in a position to mani¬ 
pulate the decisions of the farm to their own 
advantage, the position of the poor and 
landless members being very similar to that 
of hired labourers. It is is possible therefore, 
that the character and performance of the 
farms of this type were largly determined by 
the character of the dominant members. 

The relatively unsatisfactory performance 
of these farms seems to be associated with 
certain conflicts of interests among different 
classes of members within a farm. In some 
cases the landless members, for example, 
became dissatisfied with their position in 
the farms and ultimately withdrew their 
membership before long. 

general results 

From these case studies on the whole it 
is evident that the performance of the farms 
of different categories^bf peasants differed 
significantly. The achievements in respect of 
land development, improvemem of irriga¬ 
tion, techniques of cultivation and ykRI rates 
were smaller for the collective forming 


sodetfoeadd the jtrint foniihi| societies of ' 
poor fomcn than for iho'Joint foifoing;'' 
sodetki of midtik fanrnis. Bqt these studies 
do hot support the hypothesis that jdlm 
farming societies of bigger landlords yvere 
in general more effictent or attained gneater 
progress thrui cooperative forms of fflediuni 
Cttitivatort. For. the farms having hetero¬ 
geneous members performance varied 
significantly and for these speaking general¬ 
ly, the results do not seem to be encouraging. 

The case studies, discussed here, provide ' 
an impression that if the members of a co¬ 
operative farm' are more or less homo¬ 
geneous, conflict^ within it mtnr not be 
significant, the character and performance 
of the farm dqtending on whether it is com¬ 
posed of poor, middle or richer farmers. 
Where members, are homogeneous, the 
reasons for the failure of a co-operative farm 
may be found mainly in its relations with 
different external agents including banks and 
government agencies for finance, technical 
education, etc. To the extent that co¬ 
operative farms with homogeneous members 
disintegrated as a result of adversities 
associated with defects in government 
policies, their failure cannot be taken to 
represent any inherent wcakne.ss of co¬ 
operative organisation as such. But if 
members comprising a farm arc hetero- 
.geneous, internal conflict may be responsi¬ 
ble to a larger c.xtcnt for its quick disintegra¬ 
tion because, conHicts among members 
regarding the sharing of the gains from co¬ 
operation may be more pronounced and pro¬ 
blems connected with work assignment, in¬ 
centives, etc, more complex than in the 
homogeneous case. 

As a matter of fact one important reason 
behind the relatively poor performance of 
many of the co-operative farming societies, 
initiated in India during the fifties and 
sixties, may be their heterogeneous member¬ 
ship. This is not to suggest that the official 
policy makers were wholly ignorant of the 
advantages of forming co-operatives among 
homogeneous groups of peasants. In the 
Second Five-Year Plan (India, Planning 
Commission, 1956, p 221), for example, it 
was clearly stated that the strength of co¬ 
operation comes from relatively small 
and homogeneous groups which function 
actively. Nevertheless, the by-laws which 
evolved in different states (Sastry, 1968) for 
registration of societies, had in them nothing 
to prevent the inclusion of heterogeneous 
categories of peasants in a society or to pro¬ 
tect the interests of the weaker members 
within a society. 

Another important point in support of 
which the case studies provide evidence, 
relates to employment of labour; IkkuiRalt 
farming societies together, one finds thfo tlK , 
cases in .which some progress m iadd.. 
development and irrigation wa.s Rtlaiti^,' 
employment of labour increased riRpi'. 
ficantly. Afthough the case studies tlpereniij. V 
a Short'period of rime, they levea^ an. 
upward trend of. einpltn^eni.. in mar^, 
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' iodetie^ white in the nrst yeir omplQjrnim 
- tncmued mainly in connection with work 
rdaaing to land reckunation aivil creation of 
irrigation facilities, during the second and 
thiid yean increases in employment resulted 
from the cultivation of newly reclaimed 
areas, increase in croppiing intensity and 
change in cropping patterns. In the societies 


Table I; Number of Joint and Collective 
Farming Societies 


Viiar Joim Collective 

All Farming Farming 

Societies Societies Societies 


1959-60 

2651 

1758 

893 

1960-61 

3184 

2080 

1104 

1961-62 

3577 

2381 

1196 

l%2-63 

4S12 

3101 

I4lt 

1963-64 

$868 

4034 

1834 

1964-65 

6894 

4892 

2002 

l%S-66 

7295 

5077 

2218 

1^-67 

7866 

5328 

2538 

1967-68 

8048 

5302 

2746 

1968-69* 

8434 

5251 

3183 

1969-70 

8819 

5199 

3620 

1970-71 

9473 

5070 

4403 

1971-72 

9605 

4970 

4635 

1972-73 

9454 

4844 

4610 

1973-74 

9477 

4824 

4653 

1974-75 

8857 

4620 

4237 

1975-76 

9107 

4705 

4402 

Note: * 

Figures lor 

1968-69 are estimated. 


Source. Reserve Bank of India, “Statistical 
statements Relating to the Co-operative 
Movement in India" 


of poor farmers increased employment was 
in the form of increased man days of family 
labour and in the societies of middle 
and bigger farmers employment of hired 
labourers increased signiHcantly. These facts 
suggest that from the point of view of 
employment of labour, co-operative farm¬ 
ing may be regarded as a superior alternative 
to individual farming since it is through co 
operative efforts that some of the precon¬ 
ditions for increasing em(rioyment of labour 
in BgricultuiA namely land development and 
improvement of irrigation, can be achieved 
more speedily. The fact that the overall 
increase in employment was definitely large 
in relation to the progress attained in land 
development and irrigation by the societies 
case studied, points clearly to the possibi¬ 
lities of. augmenting employment through 
co-operative efforts. The potentialities are 
apparent further from the fact that some of 
the farms were able to increase employment 
by developing subsidiary activities including 
dairy and poultry farming along with their 
major productive efforts despite the resource 
bottlenecks confronting them. 

Ill 

Additional Empirical Data 

The Reserve Bank of India published 
information relating to different aspects of 
co-operative farming in India.'* Although 
this information is highly aggregative, it can 
be taken as a baviv for examining some con- 
cluvions for the country as a whole. 


Tabi e 2: Class Bv m.round of Membfks 

(Percentage of Members) 


V»r 

Joint Farming Sodeties 

Collective Farming Societies 

Land 

Holders 

Agricultural 

Labourers 

Others 

Land 

Holders 

Agi {cultural 
I.abourers 

Others 

1959-60 

78 

14 

8 

25 

57 

18 

1960-61 

72 

19 

9 

30 

58 

12 

1961-62 

69 

21 

10 

27 

63 

IQ 

1962-63 

62 

24 

14 

21 

64 

1$ 

1963-64 

60 

28 

12 

19 

68 

13 

1964-6$ 

52 

35 

12 

20 

62 

18 

1965-66 

55 

35 

10 

19 

70 

11 

1966-67 

68 

24 

8 

17 

70 

13 

1967-68 

65 

25 

10 

16 

71 

13 

Source: Same as Table 1. 







Tabi t 3: Nature of Engagement of Members 







(Percentage of Members) 


Ih Joint Farming Sodeties 

In Collective Farming Societies 

■yiear 

Full-Time 

Part-Time 

Not in 

Full-Time 

Part-Time 

Not in 


in Field 

in Field 

Field 

in Field 

in Field 

Field 


Operation 

Operation 

Operation 

Operation 

Operation 

Operation 

I9S9-60 

52 

14 

34 

48 

14 

38 

<96(h61 

54 

12 

34 

52 

22 

26 

1961-62 

37 

18 

45 

48 

26 

26 

1962-63 

46 

18 

36 

49 

25 

26 

)90-«4 

47 

16 

37 

51 

21 

26 

-19^65 

45 

14 

41 

47 

20 

33 

1965-66 

46 

16 

36 

50 

29. 

21 


47 

IS 

38 

45 

30 

25 


46 

16 

^8 

59 

17 

24 


SteiM- as 1kbie-1. 
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, The number of Joint farming societies in¬ 
creased from 1,758 in 1959-60 to 5,328 in 
1967-68 and then declined to 4,620 in 
1974-75 (Table 1). The number of collective 
farming societies increased from 893 in 
1959-60 to 4,653 in 1973-74. The number of 
the two categories of societies taken together . 
reached the peak of 9.605 in 1971-72. From 
these facts it is evident that the number of 
co-operative farming societies never became 
large in relation to the sire of the country's 
agricultural sector. But at the same time it 
is interesting to observe that even lung after 
the rejection of co-operative farming as an 
official strategy of development collective 
farming societies continued to increase in 
number and a number of joint farming 
societies continued to exist. One possible 
explanation of the last mentioned facts may 
be that the farmers concerned found that co¬ 
operatives could provide them with certain 
bcneliis which they would otherwise not be 
in a position JO obtain. 

From Fable 2 it can be seen that both joint 
and collective farming societies were par¬ 
ticipated in by landholders as well as agri¬ 
cultural labourers, the proportion of land¬ 
holders being much larger for joint farm¬ 
ing societies than for collective farming 
societies. The proportion of agricultural 
labourers, on the other hand, was much 
larger for the collective farming societies, 

For both joint and collective farming 
siKieiics the percentages of members having 
full time engagement in field operations was, 
well above 45 per cent for most of the years ■ 
for which data arc available (Table 3). 
For joint and collective farming societies 
taken together, the proportion of members 
having pa't-time engagements in Held opera- ' 
tions ranged from 14 to 30 per cent. The 
members who did not participate in field 
operations at all ranged from 34 to 45 per 
cent for joint farming societies and 21 to 38 
per cent for collective farming societies. 
These facts obviously do not support the 
view that co-operative farming sodeties in 
India were in general characterised by the 
absence of minimum labour contribution by 
members to farms (Laxminarayan and 
Kanungo, 1967, p |4). 

If profits and tosses are taken broadly as 
criteria of success and failure respectively, 
the information presented in Table 4 shows . 
that the majority of the farming societies 
were not characteri.sed by failure as such. In 
the case of joint farming societies in most 
ot the years the percentages of the profit 
earning farms remained larger than the 
percentages of loss-incurring farms. Fos col¬ 
lective farming societies the percentages of 
farms earning proHts were smaller than 
those of loss-incurring farms. But if one also 
takes into account farms which neither 
earned profits nor incurred losses, then for 
both joint and collective farming sodeties, 
the percentages of farms not incurring losses 
beComas much larger than those of sodeties 
iheurring losiies. 
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A distribution of co-operative farms 
according to profti or ioss can no doubt pro¬ 
vide some indication regarding their perfor¬ 
mance. But profit being a residual category 
from the point of view of accounting, its 
magnitude depends among other things, 
upon the method of distribution of income 
adopted by a farm. The payments made for 
the members’ own labour and their distri- 
butive shares are largely matters of agree¬ 
ment within a co-operative farming society; 
these payments'may be relatively laige in 
some cases than others. Absence of profit 
therefore, need not always imply absence of 
actual economic surplus. 

Another important indicator of the pro¬ 
gress of joint and collective farming societies 
is yield per hectare at constant prices. Yields 
increas^ significantly between I%1 to I96S 
for both joint and collective farming 
societies (Table S). As a matter of fact, the 
upward trends become even more marked if 
average yields for the two preceding years 
1959-61 are also considered. These two years 
have not been included in Table 5, because 
the price index numbers with which the 
series have been deflated have 1961-62 as 
base. These upward trends speaking generally 
are associated with measures adopted by 


If one considers the upward and down¬ 
ward moving phases of average yield rates 
together, tbe overall trends in yields indicate 
that the performance of both joint and col¬ 
lective farming societies were far from en¬ 
couraging. The prospects of yield improve¬ 
ments which were there, but could not 
materialise however, can be understood if 
some specific factors are taken into account. 
These are mentioned below. 

The variations of average yield rates of 
joint farming societies seem to be associated 
with variations in average working capital 
per hectare in real terms, the relation being 
a direct one with a one year time iag. Thus 
the peaks in yield rates fhible 5) of joint far¬ 
ming societies for 1964-65 and 1967-68 cor¬ 
respond to the peaks in average working 
capiMi [Ihble 6 (a)] for 1963-64 and 1966-67 
respectively. The association between yield 
rates and working capital over time is less 
clear for collective farming societies. But 
if one compares yield rates and average 
working capital per hectare between the joint 
and the collective farming societies it is 
interesting to find that except 1961-62, in 
each of the other years for which informa¬ 
tion is presented in Table 5, yield rates of 
collective farming societies were smaller than 


issue—was average worjking capital its 
general adequate for acKiaiiiig continuous 
yield increases^ 

One important consitaim that co-operative 
joint, as well as collective farming societies 
faced was their limited available irrigation 
facilities. Without expanding irrigation and 
without accompanying land improvement 
productivity obviously could not expected 
to increase significantly, even if ali other 
measures for achieving yield increases were 
adopted. Irrigation and land development 
in general involve significanib’ high ex¬ 
penses. The averages of working capital for 
both joint and collective farming societies 
were obviously small if the needs for land 
development and irrigation are taken into 
account. 

From Tabic 7 it can be seen that the 
percentage of irrigated area declined from 
62 in 1959-60 to 47 in 1967-68 tor joint far¬ 
ming societic ''"d from 28 to 21 during the 
same period for collective farming societies. 
A reason behind these downward trends may 
be that both joint and collective farming socie¬ 
ties were attempting to increase the doses of 
different inputs so that they were increasingly 

Table 5; Yield Per Hectare 


the government to promote co-operative 
farming. 

During the above mentioned period in 
connection with implementation of a 
number of proposed pilot projects a certain 
amount of government assistance in the 
spheres of technical and managerial know¬ 
ledge as well as finance was forthcoming 
steadily in some areas through block level 
administrative machinery which was then to 
some extent geared to provide active sup¬ 
port to co-operative farming societies, 
though of course, such support in general 
remained far from adequate. 

In this connection it is also interesting to 
observe that yield improvements in the co¬ 
operative sector uptil 1964-65 are not likely 
to have resulted from the introduction of 
biologically improved varieties of crops or 
tlie new technology associated with these for 
the simple reason that uptil then area under 
high-yielding varieties of crops remained 
negligible for the country as a whole, in 
other words, the observed yield improve¬ 
ments may be rooked upon more as resultv 
of changed institutional and economic con¬ 
ditions associated with co-operativisation 
than of shifts in production function 
independent of these conditions 

Beyond 1964-65 yield rates for both joint 

» |tpllective farming societies however, 
^downward trends, thus yield per hec- 
declined from Rs 248.57 in 1964-65 to 
. Rf 144.67 in 1973-74 for joint earning 
societies and from Rs 125.72 in 1964-65 to 
Rs 86.26 in 1973-74 for collective farming 
societies. These downward trends in average 
yield rates for both categories of farming 
societies is associated with the withdrawal 
of active offudai supixut ftoifsco-opere^ve . 
farming. ' . 


those for joint farming societies. From Table 
6 (a) and 6 (b) jt can be seen further that 
except 1961-62, working capital per hectare 
was signiricanily lower for collective farm¬ 
ing societies than joint farming societies 
largely on account of the tact that except 
1961-62 the loans advanced by government 
and Central financing agencies, happened 
to be smaller for.collective farming societies 
than joint farming societies. All these facts 
speaking generally, seem to establish reason¬ 
ably well the relation between working 
capital and yield per hectare. 

But what explains the fact that yields per 
hectare generally remained small in relation 
to average working capital for both joint and 
collective farming societies and that for the 
three years from 1964-65 to 1966-67 the yield 
rate of colicctisc farming societies was 
declining despite the fact that during the 
same period aserage working capital of col¬ 
lective farming societies was increasing? 
Both these questions lead us to one basic 


Value of Output Per Hectare 
at Constant Prices* (Rs) 


Year 

Joint 

Farming 

Societies 

Collective 

Farming 

Societies 

1961-62 

55.77 

51.77 

1962-63 

54.44 

51.22 

1963-64 

166.57 

114 20 

1964-65 

248,57 

125.72 

l%5-66 

191.14 

IIK.43 

1966 67 

205.73 

103.50 

l%7-68 

219.75 

96.48 

1969-70 

192.62 

107.80 

1970-71 

195.89 

90.40 

1971-72 

194.33 

98.38 

1972-73 

181.44 

116.90 

1973-74 

144.67 

86.26 


Note: 'Original yield figures have been de- 
■flated by index numbers of wholesale 
prices for agricultural commodities 
wish 1961-62 as base. 

Source: Same as Table I. 


Table 4: Distribution ok Farms Acxordinu to Proht and Loss 

(Percemuge of Farms) 


Joint Farmi ng S ocieties _ 

Earning Without Incurring 

Profit Profit Loss 

or Loss 


Colleclive Farm ing Societies _ 

Earning Without Incurring 

Profit Profit Loss 

or Loss 


1959- 60 41 

1960- 61 4) 

1961- 62 31 

1962- 63 31 

I963J|^:'. 4! 

1963- 66 . 4: 

1966-67 4^ 

>9^7-68 4 ; 


16 

35 

.33 

30 

37 

19 

33 

34 

31 

35 

22 

39 

29 

26 

45 

20 

42 

31 

29 

40 

20 

39 

,30 

30 . 


' 21 

33 

28 

33 

'asf',. •„ 

20 

37 

33 

26 

■' 4t'. 

24 

32 

28 

33 

■ ■ :■ 39 ••• 


32 

26 

34 . 

...(.■4&;'; 


830 



confrotMd with scarcity of funds for irrf|a- 
tion and land development. Furthermore, 
the farms possibly found it fruitless quite 
often, to initiate work relating to irrigation 
or land development for the simple reason 
that with their limited funds such work 
could not be completed within the fore¬ 
seeable future. 

One possible explanation of the upward 
followed by the downward phases of the 
trends of yield rates for both joint and col¬ 
lective societies is that during the earlier 
years the farms concerned were using higher 
and higher doses of inputs in the irrigated 
parts of their lands and that the resulting 
yield increases in these irrigated areas were 
raising the averages of yields. It may be on 
account of the gradual operation of the law 
of diminishing returns and the fact that 
irrigated as percentage of total cultivated 
area was declining, that average yield rates 
started declining after l%4-65. The observed 
differences in yield rates a.s between Joint and 
collective farming societies again, may be ex¬ 
plained largely by the differences in percen¬ 
tages of area irrigated. For every year from 
1959-60 to 1967-68 the percentage of culti¬ 
vated area irrigated remained significantly 
lower tor collectise farming societies than 
for joint farming societies. 

IV 

A Development Strategy 


recent Trends 

During the last twenty years or so the 
country has experienced certain develop¬ 
ments in accordance with the New Agri¬ 
cultural Strategy which evolved during the 
sixties. The New Strategy as Rudra (1978) 
writest 

is a strategy of increasing production by the 
most effective use of the technical factors 
alone, which are assumed to be capable of 
being manipulated without necessitating the 
manipulation of the institutional framework. 
It is a strategy that aims at changing the 
forces of production without aiming at any 
concomitant changes in the relations of 
production. 

The New Strategy was expected to result 
in a Cireen Revolution in the form of rapid 
and continuous increase in crop outputs 
associated with increased use of improved 
varieties of seeds accompanied by adequate 
doses of fertilisers, insccteidcs, piesiicides and 
iriigiition But from studies conducted by 
diffeiciil researcti workers in recent years one 


finds that the so-called Green Revolution has 
not been an unmixed blessing and that its 
efficacy is limited within the existing 
agrarain structure of the country. 

During the last two decades agricultural 


Table 7; Irrigation 



Irrigated as Percentage of 


Cultivated Area 

Year 

Joint 

Collective 


Farming 

Farming 


Societies 

Societies 

I 

2 

3 

1959-60 

62 

28 

1960-61 

61 

25 

1961-62 

49 

22 

1962-63 

47 

2t 

1963-64 

45 

22 

1964-65 

48 

• 18 

1965-66 

49 

19 

1966-67 

51 

17 

1%7.68 

47 

21 


Sui/nv Same a.s Vabls' 1 


TsBir6(a): Joim F-sksunc. Sot iniis Woumni. Cm’iim ANoIrsCoMPOsiiioN bs Sources 

IS CoNsr.sM Prii 1 -s 

ffn rufh'ei per heelure n/ ciillivuted land) 


Year 


Paid-lJp 


Woi king 
C apital 
(Total of 
col ,1 to 6) 


(lovernmeni.-' 

Central 

Financing 

Agencies/ 


Capital 
Individuals 
and Olheis 


Borrowings 

tioveiiiiiieiii Others 
and Ccniial 
I'iiiaiicing 

Agencies 


From lacts analysed in sections 11 and III 
it is evident that to a considerable extent the 
negative views of co-operative farming in 
India were based on a distorted picture of 
the performance of co-operative farming 
societies in the country. Thus the facts 
neither support the hypothesis that the co¬ 
operative farming movement failed on 
account of an unwillingness on the part of 
the peasants to co-operate, nor that it would 
be impossible to obtain significant economic 
benefits from co-operative farming. On the 
contrary, it is evident that some ol the co¬ 
operative farming societies initiated in the 
country, despite various problems confron¬ 
ting them, were able to achieve significant 
increase in yield rates as well as the quan¬ 
tum of employment upto the middle of the 
1960s and that these farms demonstrated 
remarkable potentialities of further develop¬ 
ment. 

It is evident further, that the failure of the 
co-operative farming movement in the coun¬ 
try was largely attributable to negative 
features of government policy such as the 
lack of an appropriate credit policy to sup¬ 
port co-operative farms and a general lack 
of administrative machinery for transmis¬ 
sion of technical and managerial knowledge 
to different societie.s. 

As a matter of fact co-operative farming 
in our country was not given a fair trial at 
an. The development strategy based on the 
co-operative approach was rejected before 
the creation of a sound administrative infra- 
structure for Implementing even those pro 
motional, measures that had at that time 
. betm conjetdeied to be appropriate. 


1 

1961- 62 

1962- 63 
l%3-64 

1964- 65 

1965- 66 

1966- 67 

1967- 68 


Note: 

Source: 



Reserve and 
and Othei 





Funds 




2 

3 

4 

5 

6 

129.00 

8.00 

34.00 

47 00 

40 00 

133.32 

9.66 

31.88 

57.00 

.34.78 

377.44 

31.69 

94.13 

168 68 

82.94 

329.39 

32.94 

70.94 

1.59.63 

65.88 

327.86 

35.13 

65.57 

165 49 

61.67 

364.70 

38.35 

70.43 

179 91 

76 01 

290.91 

33 94 

55.15 

141.82 

60.00 


Original figures have been dcllalcd by index numbers of wholesale prices with 
1961-62 as base. 

Same as Table I. 


Tabi e 6 (b); Coi.i k. ti\ t Farmin<i Srx in it x Wr.RKiNt.C aim im a.xd 1 rsCoMixisn kin by Sourc t. 

i\ CossiAxi Pricis 

On rupees per hectare of cultivated land) 


Year 

Working 

Paid Up Capital. 

Borrowings 


Capital 
(Total of 
col 3 to 6) 

Government/ 
Central 
Financing 
Agencies/ 
Reserve and 
and Other 
Funds 

Individuals 
and Others 

Government 
and Central 
Financing 
Agencies 

Others 







1 

2 

3 

4 

5 

6 

1961-62 

138.00 

22.00 

38.00 

56.00 

22.00 

1962-63 

105.31 

17.39 

27.05 

45.41 

15.46 

1963-64 

244.17 

43.80 

62.44 

107.18 

30.75 

1964-65 

244.47 

40.54 

58.28 

115,71 

32.94 

1965^ 

266.97 

37,47 

49.18 

138.95 

41.37 

1966-67 

267.78 

36.26 

46.72 

140.17 

44,63 

1967-68 

224.85 

32.12 

37.58 

118.18 

36.97 


Notr. Original figures have been deflated by index numbers of wholesale prices with 
1961-62 as base. 

Source: Same as '&bte I. 
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output has increased. But this increase has 
not been continuous and the dependence of 
output on weather still remains significant 
enough and may be expected to remain so 
in the foreseeable future Further, the growth 
of output has largely remained conrmed 
within particular regions of the country. In 
recent years a tendency towards a slowing 
dowq of the rate of growth has beep 
Observed. The New Strategy has not also 
proved to be one that can be trusted as a way 
of solving the problem of rural unemploy¬ 
ment and it seems to be associated with 
increased economic inequality among the 
different strata of peasants. 

The most important factor which limits 
the progress of the Green Revolution seems 
to be that the poorer sections of the peasants 
who constitute the majority of the rural 
hosiseholds can hardly benefit from the New 
Strategy as a result of nonavailability of 
water and investiblc resources speaking 
generally. Rudra (1982, p 223) correctly 
remarks that the “production potential of 
the green revolution is. . circumscribed by 
the potential which resides in the rich farmer 
class alone” 

It is a widely shaicd view that during the 
coming decades the growth ot employment 
opportunities in the industrial sector will 
remain far from the adequate to absorb 
the growing body of surplus agricultural 
labourers. This view which is in consonance 
with observed trends of industrial growth, 
underlines the need for an agricultural 
development strategy which can increase the 
rate of absorption of labour in agriculture 
itself. 

From the works of Dandekar and Rath 
(1971) and Minhas (1974) it is clear that an 
approach of land reforms including confer¬ 
ment of ownership rights to tenants and 
distribution of land aieas abos'c a ceiling 
among landless labourers or peasants 
operating land less than a floor, cannot 
touch even the fringe of the problem of rural 
unemployment and poverty. In view of the 
in-sufficiency of land areas which may be 
declared as surplus, Dandekar and Rath con¬ 
clude that redistribution of such land among 
the landless may actually be associated with 
a vast increase in the number of uneconomic 
non-viable holdings. Rudra (1982, p 203) 
recognises the fact that there ate strict limits 
to the extent the productive qualities of land 
may be increased by actions taken on 
individual holdings, given the extremely 
small size of most of such holdings and even 
the smaller sizes of most of the fragments 
in which the holdings are divided. He con¬ 
cludes that “land development, taking into 
account only the constraints of geographical 
factors calls for an action programme which 
involves a scale of operation much larger 
than that of individual holdings”. 

From the different facts mentioned above 
it is clear that during the coming decades 
any signifleanr development of our rural sec¬ 
tor can hardly be achieved, or even the 
existing pace of our agricultural develop¬ 


ment maintained if technological inventions 
are not accompanied by changes in the 
agrarian structure. A break through iii 
agricultural production requires a strategy 
for creating an institutional and economic 
set up which can make possible a fuller 
utilisation of our land as well as labour 
resources in accordance with the new 
technology. The desired structural change 
may be achieved through co-opeiativi$ation 
of the existing individual holdings. Keeping 
in view the lessioqs obtained from our 
empirical study of co-operative farming iit 
India, an attempt is therefore made in the 
following to outline a possible future pat¬ 
tern of agricultural development based on 
the idea of co-operative faiming. 

At TlRNATIVt- PAIH 

The fact that the pciforinance of co¬ 
operative farming societies with more or less 
homogeneous membership wa-. better than 
those with relatively heterogeneous members 
indicates that it may be possible to have 
better results if societies of the former type 
are promoted. Again, since the character and 
performance of co-operative farming societies 
with homogeneous membership were found 
to depend largely on the stratum of peasants 
from which ttie niembcts had come, one can 
visualise the types of development that can 
possibly lesult from an organisation of 
peasants as co-operative groups. 

For the lowest stiatum ot peasants, in¬ 
cluding landless agricultural labourers, 
marginal and poor farmers, co-operative 
organisation has to be on the basis of the 
available family labour of the members and 
the meagre land areas owned by them and 
land received as part of the government's 
land distribution programme. Some land 
areas leased in by the members may also be 
included in these co-operatives. 

From the present study it is evident that 
a society of the poorest stratum of agri¬ 
cultural producers—either a collective or a 
joint farming society—may initially have 
certain behavioural characteristics found in 
the case of subsistence farming on a joint 
family basis. 

The question of employment in these joint 
or collective farms may be posed with 
reference to an interesting theoretical point 
relating to employment of labour in over 
populated agricultural economies, as dis¬ 
cussed by Georgescu Roegen (1960) and 
commented upon by Dandekar (1962). The 
point is stated in a nutshell in the following 
exerpt from Dandekar: 
the main advantage of individual peasant 
holdings, in conditions of over-population, 
is that they afford conditions under which 
labour may be employed without reference 
to its marginal productivity. Once the 
individual holdings are pul in the form of 
a co-operative production unit, this advan¬ 
tage is lost because usually the conditions of 
employment in a' co-operative farm are 
governed by considerations of marginal pro¬ 
ductivity. As a resuh, even the family workers 


of the members of a co-operative cannot be 
employed beyond the point where the 
marginal productivity equals the minimum 
subsistence wage ... This is in fact what 
usually happens because the manager of a 
co-operative farm, by training and 
backgrounds is more often a capitalist- 
entrepreneur than a feudal-landlord 
However, for a co-operative of the poorest 
stratum of farmers the background as well 
as the role of a manager may differ from 
that of a capitalist entrepreneur. If the 
member^ elect a manager, he will be expected 
to serve the interests of the members them¬ 
selves and no one else. It is easy to see that 
a larger employment of family labour in 
such a co-operative is.a way of increasing 
the family income of the members. The 
members of a society of tjie poorest stratum 
of peasants may therefore have reasons to 
compel their manager to employ their family 
labour even beyond the point where margin^ 
productivity equals the wage rate and thus 
mqximise the* total output of the farm and 
their total income. Further, they may even 
agree to accept a wage rate for family labour 
lower than the market rale since a larger 
number of family labour days employed at 
that lower wage rale undei conditions of 
unemployment, may yield a higher total 
family income per annum. 

Ctii Lit I1VI-. ^^R\t^,^ic; 

A compulsory collective larming arrange¬ 
ment under which distribution of income 
takes place in proportion to work done oit 
the farm by members and their family 
labourers, may be beneficial not only for 
landless members, but also the poor land¬ 
owning members within the lowest stratum, 
if the family incomes of these poor landown¬ 
ing members from work on the collective 
are greater than farm income under the in¬ 
dividualistic set up. Even if the income of 
a poor landowning member from a collec¬ 
tive be initially equal to his alternative earn¬ 
ings from his individually operated holding, 
he may have larger total benefits by joining 
a collective, in the form of reduction in 
individual risk and uncertainty in produc¬ 
tion. A collective arrangement may be 
acceptable to poor land owners in general 
also because it can promise to open up 
future prospects of increase in employment 
and income. 

There are reasons to think that for the 
poorest stratum of peasants as defined 
earlier, a collective farming arrangement 
may be superior to a joint farming arrange¬ 
ment. Since co-operative joint farming has 
been defined to imply a sharing of th^ pro¬ 
duce of the society among its members In 
proportion to the land areas contributed by 
them, it may give rise to tendencies towards 
a non-equivalent exchange between the 
landless members and the landowning 
members within the poorest stratum itself, 
as in the case of heterogeneous membenhip. 
If therefore^ the choice between, collective 
farming and joint farmiiig is to be settled 
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on the basis of a referendum, the land¬ 
owning members within the poorest stratum 
may have reasons to pmfer a ioint farming 
society to a collective and conversely a col¬ 
lective arrangement may appear to be 
preferable from the point at ntw of the 
landless members. If however, the deiiision 
is to be based on consideration of welfare 
of the poorest stratum as a whole, collec¬ 
tive farming appears to be a better alter¬ 
native, since under such an arrangement it 
may be pos.sible to improve the condition of 
landless labourers, without any worsening 
of the condition of the poor landowners 
within the poorest stratum. 

While thinking in terms of peasant strata 
such as poor farmers, middle farmers and 
bigger farmers one gets entangled into a pro¬ 
blem of identifying the dividing lines bet¬ 
ween these different strata of peasants. A 
classification of peasants according to the 
si^e of land-holding cannot but be concep¬ 
tually indeterminate and arbitrary. But from 
facts on co-opcraiivc farming societies one 
does find significant differences in the pat¬ 
terns of pioduction bchasiour of the 
peasants, and the diffetenl attributes of pro¬ 
duction behaviour appear to be closely 
assoc.ated with relative endowments of land 
and family labour of the mcinbeis of a 
society. 

If collective farming is recommended for 
the poorest stratum including landless 
labourers and poor farmers, the upper limit 
of the poor farmer category may be defined 
in terms of e.spectcd income 1^ of a 
member under individual farming and 
expected income 1^ from a collective that he 
may join. Farmers for whom 

1 > 1 „ ( 1 ) 
may be treated as poor and as such grouped 
with landless labourers for collective farm¬ 
ing. On the other hand peasants for whom 

\ ‘p 

may be defined as middle or bigger farmers. 

Under a scheme of collective farming by 
definition, a producer is supposed to sub¬ 
mit to the society the title to his individual 
landholding cither permanently or on a tem¬ 
porary contract basis and to act as wage 
labourer on the collective farm. Economic 
rationality requires that a farmer who 
decides to submit the title to his individual 
landholding to a society, does so with the 
understanding that joining a collective may 
be beneficial from the point of view of his 
household. The criterion suggested in (I) 
may facilitate such decision-making. The 
framework for applying this criterion is ex¬ 
plained in the following 

If an individual producer is endowed with 
landholding'' of size X and family labour L, 
measured as. number of available farmily 
labour days per annum, the annual income 
of the farm household may be written as 

I. Ih+J-** 

when Ij is net income from land owned by 
the household and is income of the 
househoild flroA employment of its family 


labour power outside the family farm. We 
also have, 

= W + ...(3) 

where, W, = 1,/L^ 

denotes number of family labour days 
employed on the family farm and W,,, the 
average earnings of family labounrs from 
the family farm. W^^ is the average wage 
rate for employment outside the family farm 
and 1.^, is the quanuira of employment of 
the family labour of the household outside 
the family farm. It may be reasonable to 
assume that 

I ^ (4) 

This last condition indicating that employ¬ 
ment outside farm is accepted only after 
meeting the labour requirement of the family 
farm. This docs not however, rule out the 
possibility of some employment of hired 
laboui on the family farm of a poor farmer 
on some days ot the peak season.. 

If 1.^ denotes the total expected employ¬ 
ment of family labour of the household 
under question from a collective and W^ 
'he wage rate expected from the collective, 
we hase 

I, I W ... (5) 

Suhstitiiling (4) and (5) in (I). wc have the 
required criterion as under. 

L W I..W„ t 1., W.(6) 

Since Indian agriculture is characterised 
by the existence of surplus laboui and 
sca.sonal unemployment and since the 
utilisation of land aieas belonging to the 
poorer farmers remains far from the inten¬ 
sive limit on account of various physical and 
economic constraints confronting them, it 
may be reasonable in view of facts on col¬ 
lective farming analysed earlier in this paper, 
to hypothesise that through land develop¬ 
ment and development of irrigation, collec¬ 
tive farming can increase the; intensity of 
cropping in these areas and may thus create 
additional employment opportunities. 
Under these circumstances a poor fanner 
may reasonably expect that. 

1-2: 1. > l „ + I-.<’» 

Given (7), it is easy to sec that for a 
household farm, inequality (6) may hold if 
ipproximaicly 

l.,W„ + I..,W,. (8) 

w —- - 

1.. + I, 

* h o 

where the term rhs is a weighted average ol 
earnings of family labour of the household 
from employment on own farm and outside. 
But if 


the inequality (6) i e, inequality (I) may be 
reversed and it may not be rational for the 
household under question to join the 
collective. 

Now since W^, is the market wage rate, it 
may be assumed to be given for all labour 
supplying households. But W,, may be 
t^ned as a function of the size of the land¬ 


holding of the family, quantum of family 
labour employed on the family holding and 
the average productivily of the landholding. 
Thus 

W, -- f ( X, L,. P ) (9) 

where P is average land poductivity. Subject 
to the limit set by endowment of labour of 
the family, l.^ may be supposed to depend 
on ,\ and output level of the farm given the 
technique of cultivation The average pro¬ 
ductivity ot the landholding may be limited 
by various physical and economic factors. 
In other words, if the si/c of the landholding 
is large in relation to 1. and the productivity 
of land high on account ot dilfcreni factors, 

may be relatively high and the expected 
earnings of family labourers under in¬ 
dividual larming may be higher than the 
expected earnings fiom cssllectise farming. 
In other words, giscn the assumption regar¬ 
ding an expected increase in employment of 
family labourers of a household under a col¬ 
lective farming framework and a stipulated 
wage rate under collective fanning, it may 
be possible to identity an uppci limit in 
terms of somparison of expected incomes 
111 households undei allcinaiivc assump¬ 
tions for households bclovs this limit it may 
he beneficial to yoin a coUcclisc fanning 
society ol poor lanncis and agricultural 
labourers 

It is houcsci. iinporiani to note that this 
uppci liinii set in terms ol alternative 
espcsicd c.iimngs under the individual and 
the colleciive set up depends on the 
stipulated wage tale W^ under the piv>spec- 
tivc collective farming anangcineni and the 
quantum of employment I ^ expected by a 
household from the collective. These stipula¬ 
tions regaiding W^ and I ^ have to be based 
on a tentative calsulation ot the pioduction 
and etnploymcni potentials ol ihciollcctive 
under specific numerical assumptions 
relating to land aieu and laboui lorcc eom- 
maiided by the collective, the productivity 
of land and techniques ol cultisation. Such 
evaluation of possible collective farming 
piojccis may be undeiiuken eMcx'iively by the 
planning authority of the country, provided 
that Its powers are siifliciently decentralised. 

In acutal practice, a collective farming 
society may decide to pay a uniform wage 
W to all laboui it employs and this wage 
rate may be an average of the prevailing 
market wage rates I uiihcr, it may decide to 
divide Its total employment opportunity 
among all its workers equally, so as to en¬ 
sure an equal distribution of income among 
members. 

It has been suggested by us that a collec¬ 
tive farming society may be initiated on the 
basis ot a pooling of the meagic land areas 
commanded by the marginal -md poor 
farmers of a village or a group of con- 
tmguous villages, depending upon their 
geographical position. Can such a society' be 
expected to create employment opportunities 
adequate for keeping all the members 
iocluding landless labourers as wholetiinc 
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workers in the society? Even if land areas 
belonging to the collective are developed 
fiilly and the most labour-intensive techni¬ 
ques of production are used, there will be 
a limit beyond which labour cannot be 
employed. Such a limit may theoretically be 
denned as one where the marginal produc¬ 
tivity of labour is zero. 

It is a matter of common knowledge that 
the frequency of landless labourers varies 
significantly from village to village. In areas 
where the number of landless labourers is 
•small in relation to the number of poor land- 
Wning peasants, a collective farming .society 
may open up employment opportunities 
adequate to engage ail the members, provid¬ 
ed that the intensity of cropping increases 
significantly as a result of land development 
and development of irrigation. 

But in areas where the number of landless 
labourers is large in relation to the numbet 
of poor peasants, a collective farming socie¬ 
ty formed by them may have too much of 
labour in relation to land to start with. But 
this need not necessarily make the collective 
venture uneconomic. The society can extend 
its field of operation in different ways. 

In the first place, if most of the 
agricultural labourers, and poor peasants of 
a village or a group of contiguous villages 
are organised as a collective farming stKicty, 
the bigger peasants of the area may face an 
acute shortage of labour for their farm 
operations. Under these circum.stanccs, 
it may be possible for the collective to 
pressurise the bigger farmers to lease out 
parts of their land to the collective on a fixed 
rent basis. 

In the second place, if the non-poor 
categories of peasants of the same locality 
arc also organised as a co-operative farm¬ 
ing society of their own, the collective society 
of agricultural labourers and poor peasants 
can act as a supplier of labour to that co¬ 
operative of non-poor farmers on pre¬ 
negotiated terms and conditions. The col¬ 
lective may send teams of workers to work 
on the co-operative farm of non-poor 
peasants and receive payment for such work. 

in the third place, the collective can com¬ 
bine with farming various auxiliary activities 
such as dairy and poultry and certain kinds 
of handicrafts. These may require very small 
land areas, but may be quite lucrative. 
Besides these, the collective can participate 
in various possible government programmes 
to develop rural infhistnicture including the 
building of roads, digging of canals and 
irrigation tanks, etc. 

Joint FARMtNo 

One however, finds practically no quan¬ 
titative criterion for drawing a dividing line 
between the so called middle and the so 
called bigger peasants. All of them make use 
of hired labourers to a significant extent and 
if they form co-operative farming societies 
most of the work of such farms will have 
to be implemented with the help of labour 


hired in from outside the co-operative. By 
definition, these farmers obtain from their 
individual landholdings incomes larger than 
what their family workers could earn if they 
were fully employed at the ruling market 
wage rate. This income above a hypothetical 
income from a hypothetical employment of 
individual family labourers at the market 
wage rate may be defined as rental income 
from the land areas owned by them. A col¬ 
lective farming agreement may not be accep¬ 
table to these farmers since under such an 
arrangement, income of the society will not 
be distributed in proportion to land areas 
contributed by the members. From the point 
of view of the so-called middle and bigger 
farmers, co-operative joint farming may be 
a much more desirable alternative than col¬ 
lective farming, though even for organising 
them as co-operative joint farming societies, 
some amount ot compulsion may be 
necessary. 

Although It remains impossible to draw 
an exact dividing line between middle and 
bigger farmers, from the case studies refer¬ 
red to earlier in this paper, it is evident that 
in co-operative joint farming, peasants who 
are neither too small nor too big may be 
more enterprising than the bigger ones. This 
brings ns to a question of land distribution. 
If co-operative joint farming among middle 
and bigger farmers constitutes a part of a 
stiategy of development theiefore, better 
results may be obtained if parts of the land 
areas of the bigger farmers are taken away 
from them and redistributed amongst the 
collectives of the poorest stratum of peasants. 

The land reform measures suggested since 
the inception of planning in India were 
associated with a similar idea. But even the 
accepted measures of redistribution of land 
were hardly implemented and the idea of co- 
operativisation, as we have mentioned 
earlier, was dropped almost at the very 
outset. But if the bigger farmers can be 
brought down to a middle size and combined 
into co-operative joint farming groups, then 
the ceiling of landholdings may be made 
much lower than the ceilings prescribed so 
far. Even a significant downward revision of 
the ceiling accompanied by compulsory co¬ 
operative joint farming for all non-poor 
peasants may be associated with a fuller 
utilisation of the land areas remaining with 
the peasants concerned. On the other hand, 
distribution of all vested land above a 
lowered ceiling to the collectives of the 
poorest stratum of peasants cati augment 
their viability too. 

With a ceiling significantly lower than 
those prescribed in different Indian states at 
present, farmers above the category of poor 
farmers will still have larger land areas in 
relation to the number of their family 
labourers than the poor farmers. It follows 
therefore, that joint farming societies of 
these farmers may have to make use of 
labour hired in from outside in varying 
extents. Since unlike family labour, hired 


labour will be regarded as nothing more than 
an item of cost from the point of view of 
the joint farming society, the question of 
efficiency of these farm may be associated 
with the requirement of such labour being 
used upto the point where its marginal pro¬ 
ductivity equals the wage rate and no more. 
In other words, the joint farming societies 
of the non-poor farmers may be expected to 
be manag^ according to the so-called 
capitalist formula. But the initiation of these 
joint farming societies of non-poor farmers 
need not actually be associated with any 
reduction in employment if efforts are made 
towards achieving land and irrigation 
development or other capital construction, 
on the part of these joint farming societies, 
making use of available labour power. As 
a matter of fact, there may occur significant 
increases in the intake of hired labour by 
these joint farming societies as a result of 
a fuller utilisation of land, which may be a 
possible consequence of developments 
associated with joint farming. 

Rllations of PRODUcriON 

In Indian agriculture the existing concen¬ 
tration of land ownership is associated with 
relations of production which to a certain 
extent seem to stand in the way of further 
development ot productive forces not only 
for the poorer sections of the peasants, but 
also for some of the bigger peasants. These 
relations are associated with varying degrees 
of extraction of economic surplus by 
the richer sections from the weaker. An in¬ 
dividualistic approach to agricultural 
development cannot change these relations 
significantly because these are rooted in the 
existing unequal rural power structure and 
the economic dependence of the poor 
farmers and agricultural labourers on the 
richer sections of the peasantry. 

Even after three decades of planned 
development there still exist poor tenants 
with uneconomic holdings, paying landlords 
exorbitant shares of their produce as rent. 
In some cases the poor tenants have to take 
from their landlords consumption and pro¬ 
duction loans, the availability and the terms 
and conditions of which depend largely on 
the personal relationship of a tenant with 
his landlord. Thus a poor tenant farmer may 
not be in a position to take advantage of 
even the existing land reform laws for fear 
of antagonising his landlord. From the land 
reform laws enacted so far by different state 
governments to limit the owner’s share of 
produce or to increase the security of tenure 
for tenants, it is evident that the aim of such 
laws has been to achieve only certain modi¬ 
fications of the existing land relations but 
not to change them entirely and even these 
limited land reform measures are hardly 
implemented. 

It is a well known fact that poor peasants 
including the owner-cultivators, have to de¬ 
pend either on professional money lenders 
or on rich farmers indulging in money lea- 
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oing, to meet their credu needs, such depen¬ 
dence being associated with extraction of 
surplus from the poor peasants either in the 
form of rent, or by way of forward contracts 
in respect of sales of produce at a low price 
or simply by way of usury Within the 
existing pattern of rural property ownership, 
organised banking cannot wholly replace 
rural money lenders because the poor 
peasarits often require loans for purposes of 
consumption and banks do not make 
advances for such purposes They also lack 
properties which can act as securities against 
which bank advances may be obtained 
Besides these, most of the poor and illiterate 
peasants do not have banking habits and in 
many remote areas there are no banks at all 

While the indebtedness of poor farmers 
to money lenders and rich farmers tells a 
storv of misery and the associated lack ol 
productive investments m the land areas 
cultivated bv them tor some of the rich 
farmers also, the existence ol a scope ol 
extra>.ting suiplus from the poor peasants 
in usurious wavs mav itself be a reason tor 
not using their finance capital toi pioduc 
tivc investments 

In the agiicultural labour market also one 
finds a similar picture of dependance 
Agricultuial labourers have different foims 
ol existence Apart from a growing body of 
casual dailv labourers there exist attached 
labouicrs of different types The terms of 
these different types ol labour contiacts are 
ditfercni and wage rates vaiy tiom village 
to village 1he indebtedness of a labourer 
to an employer and the economic dependence 
ol the former on the lattei in some cases 
gives use to personalised long term relation 
ships and relatively low wage rate 

An agricultural development strategy 
based on the idea of collective farming for 
the poorest stratum ol producers and co 
operative joint farming for the non poor 
farmers can go a long way in removing the 
elements of economic dependence of the 
poorer sections of the peasantry on rich 
farmers, money lenders and traders Along 
the suggested path of development it may 
be possible to achieve a balance of economic 
power which may be conducive to a more 
even development of the land areas belong 
ing to different peasant strata 

An important condition for the develop¬ 
ment of the proposed collective as well as 
joint farming societies will be the availability 
of finance the rich tainiers may be in a 
position to raise a major pan ol the required 
funds from then own contribution With 
their landed properties they may also be in 
a position to obtain adequate bank loans to 
supplement their funds But the poor 
farmers and agricultural labourers can 
hardly contribute any funds for the develop¬ 
ment of their collectives, so that the develop¬ 
ment of these collective units will have to 
depend more on the availability of govern¬ 
ment assistance and bank loans It is easy 
to see that a consolidated and collectivised 


farm unit may be in a better position to ob 
tain and to utilise such assistance or bank 
loans than poor individual peasants with 
their uneconomic holdings 
The channelling of bank loans towards the 
collectives of the poorest stratum of pro 
ducers will require an appropriate credit 
policy The societies of the poor farmers may 
not have adequate mortgageable assets For 
them an alternative basis tor extending bank 
credit may be then existing labour power 
For a registered collective farming society, 
the pooled labour power of its members 
should be looked upon as an asset against 
which hank credit may be extended This in 
tact, IS the only was in which the dependence 
of poor peasants and agricultural labourers 
on indigenous money lenders can be 
coumcicd 

I IMI 1 Ol C ONSOI IDXTION 

tiiven the existing pattern of owneiship 
and location of ihc subdivided and fiag 
inenicd land holdings how far will it be 
possible at the village lc^^l to consolidaie Ihc 
I ind ale IS belonging to a pailicular siiatuni 
ol pi as nits’ Such consolidation will ob 
viouslv have i limit set bv the actual pat 
tern of location ol tlie individual plots ol 
land owned bv the pcdsaius concerned Bui 
It mav be icasonahle to assi me that esen il 
all the plots ol I ind belonging lo a paiticulai 
stialuin ol peas nils cannot bo consolidated 
imo a single piece ai least these numcrcnis 
small plots mas be integrated into i inoic 
manageable numbci ol relatiscly larve pU is 
constituting a collcctisc tarming socicts 

The question to be answcicd is whether 
It miv be iiuiiful lo initiate a collective or 
a co operative joint farming vcntuic on such 
iMcompletcIv consolidated land aicas which 
may constitute onlv a pail of the total 
cultivable aica of a village or a group of con 
tiguous villages Ihis question involves a 
consideration of the concept of a minimum 
possible SI/C of consolidated land holding 
toi a collective or a joint farming society 
So tar as land development, irrigation and 
water management are concerned, it is easy 
to see that in comparison with small in 
dividual holdings, relatively large joint or 
collective holdings, even if those constitute 
onlv pans of the total cultivable area ol a 
village or a group of contiguous villages, 
mav be more advantageous But by the same 
token integration of larger areas belonging 
to a larger number of peasants appears to 
be more advantageous, so that the limited 
extent of consolidation which may be possi 
bic as a result of the integration of peasants 
of a particular stratum may appear as an in 
tenor aliernative to integration of peasants 
regardless ol their status But in practice it 
need not necessarily be so So far as develop 
ments of land and irrigation are concern 
ed, the limits of peasant stratum wise con 
solidation may largely be overcome through 
intcrgroup co operation, i e, through co 
operation among collective and co operative 


joint farming societies within a village or a 
group of contiguous villages and exchange 
of land areas amongst diilerent societies 

Pot IT It M PtyssiBiimts 

From the present discussion it is clear that 
the alternative path ut agricultural develop 
meni outlined heie, mav open up poten¬ 
tialities of a much fuller utilisation of our 
existing material as well as human resources 
in agriculture and that this alternative path 
IS basically one of planning of not only pro¬ 
duction, but also of the institutional basis 
on which production in agriculture takes 
place However, it goes without saying that 
the possibility of fruitful agricultural plan¬ 
ning in accordance with ihe guidelines sug 
gesu’U here, has to be ruled oui mainly in 
view of ihc existing character ol our state 
As Kudt 1 (1983 p 214) writes 
Ihc SI lu ai cl Its organs nd all public bodies 
lie m 1 above class uucresis but are m 
situniinis ol them It is the rich landowner, 
the inonev Icndei the speculative trader, and 
the ahsciiici land lord who constitute the 
ruling cl ICS in the rui il sector ol ihc coun 
iij fhe (lovcrnmcni ol India and the slate 
goveinmtnis h im nuked passed various 
Itgisliiions which il imp''nienicd would 
advrrsclv alicct ilicse intcicsts Fxamples 
lie icnancv laws ceilings on land, lasation 
ol igiiculuiul income all ut which have 
been legislated bit none bv the admission 
ol Ihc govirnmcni iisell implemented 
I he above mentioned role ol the state and 
Its oigans may appropnaiclv be described 
as a common lock ol ‘hip wreck and there 
IS a giound lor thinking that even if the 
development stiategv outliiic'd m ihe present 
work Ih otiiciallv •icccpicd its faie may not 
diltcr from othci schemes of institutional 
rclomis adopicxl by ihe goveininent from 
nine to time Ncvctihelcss. agricultural 
developmeiil based on co operative farming 
need not be looked upon as an impossible 
altcrnaiisc \ movement in the direction of 
the suggcsicd pattern ol co operative organi¬ 
sation may well constitute a programme of 
political action 

In India letiisi political parties interested 
in changing the class structure and produc 
lion relations in agriculture however never 
had co opetativc taiming on then agenda 
It has been a common leftist view' that 
social bcnelits of cO opcialive farming can 
be obtained only if ii is pieceded by a more 
equitable distiibution ot landholdings 
While It IS true that the inequalities prevail 
ing in our agrarian society restrict the scope 
for fruitful CO operative farming, it is dif¬ 
ficult to understand why it cannot be 
initiated in areas in which groups of peasants 
having more or less homogeneous economic 
status can be formed A leftist political party 
may attempt to organise the poorest stratum 
of the peasants as collective farming societies 
and those above that level and upto a ceitain 
limit as joint farming socieiics Such 
organisation may serve as in instrument of 
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class interests different from those of the 
peasant ruling ilass nt the rural sector 
Intergroup co opeiation or alliance may also 
be achieved towards specific ends as and 
when necessary Such organisation can be 
instrumental for asserting much more 
strongly than at present, the interests of the 
maiority of the peasants in relation to the 
state Demands for confiscation of land 
gbove a ceiling and the distribution of 
surplus land among collective farming 
soci'eties, demands for more adequate credit 
support to co operatives generally speaking 
and demands for a lower price of farm 
inputs or higher price of farm products and 
similar other demands can be achieved much 
more effectively if the peasants are organised 
as co-operative farming societies that what 
may be possible within an individuaiisiic set 
up of peasants with conflicting inteiests 
We have suggested a dual scheme of co 
operative farming as a transitional device 
It may be possible for a political party 
having a co operative organisational basis, 
to influence the distribution of land areas 
declared as surplus amongst co operatises 
in a manner that the ditfciences in the 
average land areas between the co operatise 
farming societies of the poor and the non 
poor farmers can be gradually narrowed 
down the ultimate end being one of achies 
ing a uniform pattern of co operative 
organisation with a moa or less uniform 
man land ratio lor different eo operative 
holdings for the country as a whole In view 
of the conclusions ot the present work it 
appears that such a scheme ot political 
action may be consistent with a path of 
agricultural development which mav be 
superior to the present individualistic path 
A movement in the direction indicated here 
may also tend to influence the character ol 
our present state 

Notes 

The Tables presented in Section III were 
prepared by Juthika Ghosh The present 
writer benefited from discussions with 
Amiya Kanti Gupta and Ashok Rudra 
Amiya Kumar Dasgupta kindly went 
through an earlier draft of this paper and 
suggested many improvements 

1 A basic holding was defined as one third of 
a family holding which again was defined as 
a holding giving full employment to an 
average sired fartniy 

2 Ranchayat implies the Indian system of local 
village self government 

3 Out of 70 projects started in 1961 63, the 
study covert 3S projects in 14 states and the 
Union Territory of Delhi A total of 163 
societies were studied Of these 132 were joint 
farming societies and 33 collective farming 
societies, 134 societies in pilot areas and 31 
in non pilot areas 

4 The data were published by the Reserve Bank 
ot India in ns annual reports entitled 
Statistical Statements Relating to the Co 
operative Movement in India 

3 See for example. Sen (1962, p 261) 
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Interest Costs in Indian Industries 

An Econometric Analysis 

K A iHraon 

7b bring the cost of capital in alignment with the ‘scarcity value’ of capital in the economy and to bring about 
more efficient allocation of productive resources, there has been, over the years, a gradual raising of interest rates 
on saving media and on loans This has given rise to sporadic protests that interest rate policy has tended to become 
growth'inhibitive Countering this view, it has been a-xued that despite the general sc arc its of capital the level 
of interest rates in the country has been kept artificially low resulting in poor saving, absence of cost consciousness 
and misdirection of scarce resources 

The purpose of this paper is to analyse various aspects of interest costs borne by manufacturing industries 
in India in order to assess the incidence of interest laies and its implication for the total cost structure of Indian 
industries 


INTEREST rates m India have been offiaal 
ly administered since early sixties The 
interest rate policy which involves official 
action intended to influence the level and 
structure of interest rates through money 
market mtervention seeks to attam impbedly 
objectives such as affording protection to 
low income borrowers, assisting the spread 
of ownership of productive assets, limiting 
the degree of interest rate competition for 
bank deposits and insulating the financial 
markets from the impact of wild fluctua 
tions m market rates Evidently since interest 
rates are administratively determined, the 
choice of the level and structure ot rates 
becomes a matter of policy decision With 
a view to bnnging the cost pf capital in align 
ment with “scarcity value” in the economy 
and inducing a more efficient allocation of 
productive resources there has been, over the 
years, a gradual levering up of the loan rates 
and rates on saving media, the upward revision 
bemg rather sharp in July 1974 which marked 
a watershed in the history of the interest rate 
pohcy in the country The shift in the stance 
of pohcy has given nse to sporadic protests 
that the interest rate policy has tended to 
become growth inhibitive Countering this 
view. It IS held that despite the general scar¬ 
city of capital the level of interest rates in 
the country has been kept aitiricially low 
resulting in poor saving, absence of cost con¬ 
sciousness and misdirection of scarce 
resources The purpose of this paper is to 
analyse various aspects of interest costs 
borne by manufacturing industries in India 
in order to assess the incidence of interest 
rate and its implication for total cost struc 
ture in Indian industries 
This exercise is being done within a 
broader analytical framework of the 
behaviour of the important factors affecting 
corporate investment decisions so that it 
would enable us to isolate and assess the 
importance of interest rates in relation to 
(Hoductlon and investment finance Ibwards 
this end, we have developed an econometnc 
model in which the inter-ielauonships of 
items such as output, sales prices, cost of 
production, borrowuigs, interest rates, gross 
profits, tax, profitability and capital forma- 
thmoouki be studied totether The exercise 
is bnsd on the dau antDable for riiedium 


and large public limited companies in the 
manufacturing sector for the period 1964 6^ 
through 1980 81 The regular studies of 
medium and large public limited companies 
conducted by the Reserve Bank pertaining 
to a selected sample of companies which 
accounted tor about 80 to 85 per cent of the 
paid up capital of the non financial coi 
porate sector constitute the source of infor 
mation in this regard Using the paid up 
.apital ratio, the other relevant magnitudes 
have oeen blown up in order to get an 
appioximate global picture ot t le corpoiate 
sector 

I 

Theoretical 4tt|»ec|s of Investment 
Bt'haviour 

Before we proceed turther, it is appro 
pnate to briefly refer to the theoretical 
aspects of investment behaviour in order to 
provide a backdrop t > a discussion of the 
issues referred to above 

Theoretical discussions of economic 
growth and business fluctuations essentially 
centre around the problems of rate of capital 
formation and its determinants Investment 
IS defined as the “time rate of change in a 
stock of durable assets’*' Decisions to take 
up iixvestments clearly involve a number of 
considerations such as future pnees, output 
and technology, current rates ot capacity 
utilisation as wdl as technological conditions 
and availability of finance In view of the 
many considerations that weigh with entre 
preneurial decisions the literature contains 
many analytical explanations of investment 
motivations The pnncipal hypotheses in this 
regard are (1) the profit motive, (2) the 
technical ne^ for augmenting capacity to 
meet an increase in demand for output and 
(3) the desire to keep or increase one’s share 
in the market Depending upon the type of 
hypothesis chosen, investment theories have 
been grouped into the following three 
categones which m a sense complenumt each 
other namely (a) profit nuunmisation or 
marginal theories, (b) the acceleration 
approach and (c) inductive generalisation 
bi^ upon institutional and empirical 
studies.^ 

The maiginal theones which date back to 
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the 19th centuiy, treat the entrepreneur as 
an individual or a firm seeking to maximise 
possible pinfits from the business Given die 
piotit maximising behaviour the theory in¬ 
dicates wlat the businessmen would do 
undei vaiving objective conditions The con¬ 
ditions assumed for the validity of the theory 
an (I) all future product prices, factor prices 
and outputs art known so that future net 
rcvi nucs accruing (o a particular investment 
aic known (ii) i unent costs are known when 
investment takes plate all at once, (iii) tech¬ 
nology IS constant and (iv) the supply of 
funds IS either unlimited or easily available 
tnd It IS reflected in the structure ot interest 
rates An upshot ot these assumptions is that 
ihc volume of invesiment is determined by 
the cost of capital equipment and the markM 
rate ot interest Rates of interest thus assume 
a pre eminent position in marginal 
theories ' I he empirical results of investiga¬ 
tions on the impact of interest rates on 
volume ot investment did not lend much 
credence to this view Many reasons have 
been cited for the negative results observed 
I or instance in an imperfect capital market 
interest rates cannot be expected to play a 
key role and interest lates may have bMn 
historically too low to be influential 
Furthermore, it is argued that empirical in¬ 
vestigations have been conducted under con¬ 
ditions which did not fully meet the assump¬ 
tions underlying the theory The need to in 
corporate institutional changes which af¬ 
fected the behavioural responses of entre¬ 
preneur led to the modification and for 
mulation of variants of profit maximisation 
such as “utility maximisation”, emphasising 
the entrepreneur’s desire for flexibility and 
protection against uncertainty and “the 
theory of game-i’ which suggested the desire 
to minimise maximum possible loss A 
major contribution ot these theories is that 
they brought into focus the role of expecta¬ 
tion and cost consideration 
1 he acceleration theory in its original and 
simple forms as formulated by J M Clark, 
postulated that change in capital stock is a 
linear function of the rate of change in out 
put 'The desired capital was deemed to be 
proportional to output Pure acceleration 
principles were considered incomplete as 
they failed to take into account many uistltu- 
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deail cooitnints such as excess capacity. 
Bifiled aigdlability of finance and (eneially 
neglected the nde of expectations and profu 
maximisation. Tlie efforts to remedy these 
defects have resulted in a number of real in* 
sights into the nature of investment process. 

A variant of the accelemtion principle is 
the flexible acceleration model originate by 
H B Chenery and L M Koyek. In terms of 
this alternative theory, the desired level of 
capital is determined by long run considera¬ 
tions.^ Changes in desired capital are con¬ 
verted into actual investment and expen¬ 
diture by a lag function. The flexible 
accelerator hypothesis has also been sub¬ 
sequently modified and extended incorpo¬ 
rating the substance of major determinants 
of desired capital viz capacity utilisation, 
intenul finance or liquidity and external 
finance Evidences thrown up by a large 
body of empirical studies on investment 
fun^ons abroad, indicated real output as 
the most important single determinant of 
Investment apenditure. The results in 
respect of financial consideration which have 
beffl introduced into the model following 
Modigliani and Miller* in the form of 
internal source of funds or liquidity and 
external funds or the cost of capM were that 
internal liquidity was not an important 
determinant given the level of output and 
the cost of external funds.’ 

In India, studies on investmem behaviour 
are rather skimpy. Empirical investigations 
of some of the major studies revealed that 
investments are determined by both demand 
and financial factors and gave evidence of 
the operation of flexible accelerator theory 
in the Indian context.* In the proposed 
structural model which is discussed below 
we shall be examining some of these aspects. 

II 

A Structural Model for the 
Corporate Sector 
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of the Variables 
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III 

The Model explained 
lb begin with the model postulates a pro¬ 
duction function according to which real 
output in the corporate sector is determin¬ 
ed by real capital stock. Labour is not 
included as a variable in the production 
function as it is not considered a constraint. 
The production function specified is of the 
Cobb-Douglas type. Sales are explained ^ 
real national income and the price index of 
manufactured products. This is essentially 
a demand function. Alternatively sales are 
related to production. Implied in that 
spedfkation is that generally targets of in¬ 
dustrial production fixed in planning exer¬ 
cises form a bass for the planning of invest¬ 
ment and its financing in the corporate 
sector. Prices are determined by supply and 
demand factors, cost push factor and also 
price expectations. Gross profiu are equiva¬ 
lent to the sum of sale proceeds minus cost 
of production. The main constituents of 
cost of produaion are cost of inputs, interest 
costs, wages, other costs and dei»<eciation. 
The relative contribution of each of these 
components in the cost of production is then 
studied through a statistical construct. 
Among them interest cost is singled out for 
further probing in conformity with the 
theme, of our study. 

The incidence of interest cost is dependent 
upon the volume of borrowings as well as 
the levd of interest rates. The interest rate 
used here is the effective interest rat«i The 
relative contribution of each factors is 
analysed in the next step Since interest is a 
tax deductible item, profit before tax is 
obtained as gross profit minus the amount 


of interest The extent of tax liability is 
dependent upon the profit before tqx. rate 
of taxation and the degree to which interest 
cost bears the incidence of taxation. The 
provision enabling the corporate sector to 
shift a part of the incidence of interest costs, 
acts as an incentive for greater reliance on 
external finance, because it reduces the 
effective cost of borrowings. Profit after tax 
represents the return to the shareholders and 
is appropriated between dividends and re¬ 
tained earnings which are transferred to 
reserves. Profitability is measured as the 
ratio of after-tax profits to net worth com¬ 
prising paid-up capital and reserves. 

Additions to capital stock is sought to be 
explained in accordance with the accelerator 
principle. Besides sales, expectations in 
regard to profitability, awiilability of external 
finance and the level of existing capital stock 
are also included in the capital stock equa¬ 
tion. llvo structural equations are also 
specified to stuay the behaviour of the cor¬ 
porate sector in respect of borrowings from 
banks and other institutions. The corporate 
sector’s borrowings from banks are specified 
as a function of sales, inventories, bank 
advance rate and bazar bill rate. Borrowing 
from banks are positively related to sales as 
inventories are proportional to sales. 
Advance rate of commeraal banks is ex¬ 
pected to have a negative influence on bor¬ 
rowings Bazar bill rate is included to re¬ 
present the cost of alternative short-ternr 
funds and is expected to have a positive im¬ 
pact on borrowings. Borrowings from other 
institutions and public which represent long¬ 
term funds are related to the capital stock, 
advance rate and the preceding year’s level 
of other borrowings. The nominal lending 
rate of IDBl is taken as proxy for the cost 
of long-term borrowings. 

The suitability of the equations is examin¬ 
ed through several criteria like the appro¬ 
priateness of the sign of coefficients, co¬ 
efficient of multiple determination adjusted 
for degrees of fteedom (R^) Durbin Watson 
sMtistic (DW) standard error of estimate 
(SEE) and ‘t’ value of the regression co¬ 
efficients. The results of empirical analysis 
are discussed below. 

IV 


Empirical Results 
The computer estimations of the fitted 
equations are presented below. 


QUANTITY OF OUTPUT 
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R^ = 0.89 

DW - 1.34 

SEE = 491.65 
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V 


Interpretation of the Results 

QUANTITY OF OUTPUT (Q) 

The estimates of output function did not 
give satisfactory results as ei^enced by co¬ 
efficient of determination R and values of 
DW statistic. However the coefficient of 
capital stocic is statistically signiHcant at 5 
per cent level. Further work is necessary to 
improve the production function. Not- 
withstanamg this limitation, it is found that 
the elasticity of output in the corporate 
sector with respect to capital stock is high 
at 1.29 which brings into sharp focus the im¬ 
portance of investment to raise output in the 
Indian context. 

Sales (S) 

Our results show that sales are by and 
large determined by the real income in the 
economy. Prices of manufactured products 
though exhibiting expected negative signs, 
ate found to be weak and statistically not 
significant which highlights the character of 
the Indian commodity market as a sellers’ 
market. The results of the alternative 
specifications indicate almost unitary 
elasticity of sales in relation to output. 

Cost of production (CP) 

The fflRior ingredients of cost of produc¬ 
tion are cost of inpuu such as raw materials, 


power and fuel, wages, interest, depreciation 
and other costs. These variables expressed 
in real terms have been put to test in alter¬ 
native specifications in older to ascertain the 
relative impact of each independent variable 
on cost of production. First the estimates 
were made with reference to interest. wages 
and cost of input. Ibgether they accounted 
for 99 per cent of variation in cost of pro¬ 
duction. However among them cost of input 
and wages are noticed to be most significant 
with a‘t' value of 15.48 and 6.18 respectively. 
While one per cent increase in cost of input 
and wages resulted in an increase of 0.76 per 
cent and 0.20 per cent increase in the overall 
cost of output the corresponding sensitivity 
in relation to interest rate was negligible at 
0.03 per cent. This has been reinforced by 
the results of another ^timate ineprporating 
all the constitutents of cost of production 
where the elasticity of cost of production 
with respect to interest payments was found 
to be stable at 0.04. Similarly estimates for 
other explanatory variables were 0.67 for 
cost of inputs, 0.14 wages. 0.11 other costs 
and 0.37 depreciation. 

iNrtREST(lNT) 

The magnitude of outgo of interest 
payments depends of the size of borrowings 
and the rate of interest. The results of our 
analysis revealed that the interest burden is 
largely ascribable to the size of borrowing 
rather than level of interest rates. As is to 
be expected these two variables together 
wholly explained the change in interest cost. 
The elasticity of interest rate was low at 0.63 
as compart with total volume of bor¬ 
rowings, the elasticity of which was more 
than unity. 

Tax provision (TP) 

Tax provision is explained by the size of 
profits and the rate of taxation. The impact 
of interest on tax provision is also analysed 
in this specification. Although that value of 
this particular variable was not significant 
it did show the expected negative sign reflec¬ 
ting the preferential treatment given to bor¬ 
rowings in the matter of taxation. The results 
suggest that with a corporate tax system 
under which interest is a deductible expense, 
stock holders stand to benefit from having 
debt in the capital structure. 

Capital Stock (K) 

The variation in capital stock is sought to 
be explained-through sales, profitability, 
availability of external finance and lagg^ 
capital stock. According to the results of our 
analysis capital stock is well explained as a 
function of the capital stock and profit rate 
of the previous year and total borrowings. 
The extent of influence on capital investment 
of availability of external finance from the 
banks and financial institutions is well 
brought out. The coefficient of all these 
variables are statistically significant. The 
speed of adjustment of capital stock to the 
desired level is 0.55. Jud^ng by the elasticity 
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with respect to these variables, availability 
of finance seemed to have greater impact on 
level of investment 

Bank Bokrowings (BB) 

The corporate demand for bank finance 
IS adequately explained by sales The bank 
advance rale has the expected negative sign 
but Its impact on demand for bank finance 


IS noticed to be statistically insignificant 
Similarly inventories did not emerge as an 
important explanatory variable which sug¬ 
gests that the dependence on bank credit is 
esseniially toi genuine production purpose and 
not foi speculative inventory holdmgv, the 
scope for which has been probably reduced 
folloiving the implementation of the Tandon 
and C hore C ommittee norms This finding 


has been corroborated by the data on bank 
borrowings and inventories in respect of a 
few industries given in the Ihble However 
sales and inventories together explamed 
about 99 per cent of the change m depen¬ 
dent variable; i e, bank borrowing Bazar bill 
rate did not exhibit the expected positive 
impact on bank borrowings in the results of 
alternative estimates where sales and bank 


fABi 1 ShoktTi rm Borbowinc s and Toiai Bank Borrowinos as PrrcENrAofc or iNvtNTORits-lNDUsiKY Wisf 
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advance rate were also included 

Other Bokrowino (OB) 

The estimated equation for long-term bor¬ 
rowings explains 94 per cent of the vanation 
in suth borrowings The coefticient of 
capital stock is statistically significant at 10 
per cent level The speed of adjustment is 
0 78 and therefore the adjustment of long¬ 
term borrowings to the desired level is fairly 
rapid The short term elasticity ot long term 
borrowings with respect of investment 
activity in the corporate sector is found to 
be 0 78 in the short run and unity in the long 
run In alternative specification borrowings 
from financial institutions and other sources 
were viewed as a variable depending upon 
the long term lending rate and level of 
capital stock Significantly the regression 
coefficient of lending rate showed a wrong 
sign which could mean that rate of interest 
did not influence the demand lor credit, bor 
rowings increased over the years irrespective 
of the level ot interest rate In this estimate 
as well capital stock emerged as an impor 
tant factor explaining the demand for term 
finance 

To sum up the model provided iisetui in 
sights into the structural relationship among 
the vat toils financial variables influmcing 
coi poiate investment in addition to cxamin 
ing the role ot interest rates in production 
and investment activities in the coiporate 
sector The impact ol interest cost on the 
opciation of manutactuiing sector was 
studied trom difteient angles and in diffeicnt 
spccilicaiions as an inpu| cost, as a vai lable 
influencing the demand toi credit and as a 
factor determining the size ot interest 
payments Our analysis revealed that it is the 
mounting cost of inputs such as raw 
materials, fuels and other expenses that has 
been responsible for the fluctuating foilune 
of the corpoiatc scctoi rather than the wage 
(.osts ot interest cost Wage costs formed a 
declining piopoition ot the value of produc 
tion over the past two decades The sensiti 
vity ot cost of production to change in in 
terest cost was found to be insignificant 
Fiscal concessions given to the expenditure 
on interest payments contributed to the 
reduction in the effective interest cost of the 
firm The apparent increase in interest cost 
as a proportion of value ot production over 
the years resulted largely from the heavy 
dependence on borrowings as a source of 
finance the seeming increase in nuiiiinal 
iiitciist rale did not get icliccied in the 
average rate of interest borne by the cor¬ 
porate sector because ol concessional 
elements in the rate structuie 1 he results of 
our exercise indicate that the demand for 
short term and long term credit is essentially 
dependent upon sales and addition to capital 
stock Cost of credit was left out of recko¬ 
ning so long as the availability of finance 
was ensured In stating this it is not con 
tended that corporate umts would have 
resorted to external Finance m utter disregard 
of the level of interest rate The propensity 
to borrow at a given rate of interest rate is 
not unrelated to the profitability pf the con¬ 
cern and this aspect should form the subject 
matter of a seperate enquiry. 
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DISCUSSION 


Drug Policy: Industry's Misleading 

Arguments 

Anant Phadke 


THIS has referente to K Jayaraman’s (May 
3) response to your editorial (March 8/lS, 
1986) His comment creates unnecessary 
confusion about the drug situation in India 
and thereby tries to hide the damaging role 
being play^ today by the drug companies 
Jayaraman begins his comment by creating 
an impression that strict regulatory mecha 
nisms exist at least on paper so that high 
quality standards are maintained and no 
harmful or hazardous drugs get introduced 
into the countr/' This is simply not true 
How else can one explain that a toxic drug 
like amidopyrine (an anti inflammatory 
agent) just to give one example was intio 
duced and continued to be sold in India in 
tonnes and tonnes even years after it was 
withdrawn in the advanced countries tor its 
toxicity'’ Introduction of drug combinations 
particularly, have not been under any con 
trol How can one explain the marketing ol 
high-dose combination ot oestrogen and 
progesterone which has not been recom 
mended for any disordei by standard 
medical textbooks but has in tact been 
deprecated by international and national 
medical authorities for being an iriational 
combination and potentially quite dangerous 
Irrational but not dangerous combina 
tions constitute the majority of drugs 
available in the market today For example, 
in a study conducted for Medico 1 riend 
Circle by Shishir Modak, a renowned 
paediatrician in Pune, out of 47 top selling 
formulae marketed for the treatment of 
diarrhoea, only seven could be justified 
scientifically The rest were unscientific tor 
some leasons or the other Twenty ol these 
forty combinations were harmful and in the 
opinion of this paediatrician, they needed 
to be withdrawn from the market One 
wonders as to what happens to the "strict 
vigil, precautions, controls and safeguards ’ 
that Jayaraman has rcfeired to' 

Jayaraman then makes use of the deficien 
cies and loopholes in the drug legislation in 
different countries and quotes isolated 
examples to justify the sale ot hazardous 
drugs If analgin, potentially a very toxic 
drug, for which better substitutes are 
available, is not used in the United Kingdom, 
but IS sold over the countci in West 
Germany, ifis not because of any difference 
in the “genetic, dietary, climatic, ethnic and 
other” differences between these two coun 
tries but because the drug-industry’s lobby 
has been successful in getting permission by 
some means to market this drug (not recom 
mendeo by any textbook) in West Germany 
It Is true that the factors mentioned by him 
have to be considered before taking a deci 
Sion about any drug But it cannot be 


assumed that the dcvisions that have been 
made are based on a proper sleighing ot all 
such factors Otherwise we cannot explain 
the marketing ol many hazardous Irugs in 
the Indian market tor example high dose 
combination ot oestrogen progesterone, 
analgin, chloramphenicol streptomycin com 
binaiion penicillin streptomycin combina- 
Iior, lived dose combination of steroids with 
othci drugs etc (These are apart from 
the 22 categoiics of drugs banned by the 
Oovernmeni ot India in 1983 ) 
"Proliferation of drug formulations’ 
has been justified on the ground that ‘no 
two patients react in the same way to the 
same drug, and is such medic il piacti 
tioners/consumcis would need a wide choice 
of dosage forms lioin which thev could 
make an appropriate selection” When stan 
dard dosages aic iccommended ty medical 
textbooks the standard variation in patients 
responses is lakcn care of The real issue 
which IS being sidetracked is that the 
plethora ot combinations made by the drug 
companies is through mere change in the 
brand name oi cosmetic changes in the 
original formula (it any such formula exists 
at all—in most cases there is not an iota of 
rAtionality in such drug combinations) oi 
addition of useless oi even harmful ingre 
dients Hundreds of cough mixtures and 
tonics are being rnarketed, not on account 
ot any rationalitv oi as a matter ol conve 
nicncc to the patients but only to justify a 
dittcrent brand name Tens of thousands of 
• dosage forms ’ is an absurd euphemism lor 


irrational, repetitive drug combinations with 
all sorts of fanev brand names Standard 
medical textbooks and the WHO have 
recommended not mure than twenty fixed- 
dose drug combinations India would need 
at the most 200 drugs and about twenty 
drug combinations, to be sold under generic 
names Syrups, ointments, injectables should 
of course be manufactured in thus,, cases 
when It is possible and necessarv The 
quarrel is not about such "dosage foims" 
but about thousands of irrational drug 
combinations lavaraman i confusing 
readers about the real issue bv mixing up 
these two distinct identities 

It IS tiue that presence of tens of hundreds 
ot small manufacturing units complicates 
ihc problem But if oniv a handful standard 
formulae are allowed to be manufactured 
under standard names with manufacturer’s 
name in parenthesis the problem ot irra 
tionaldrug combinations which is the crux 
ot the problem would be eli ninated The 
problem ot quality control can be tackled it 
manufacturing licences are given or renewed 
only to those units who elect their own 
quality eonttol laboratory eithei singly nr 
in CO operation with not moic than ten olhei 
small scale units This will have to be ot 
eoiiise be buttressed bv sttkl contiol by the 
state authorities 

Jayaraman has no quarrel with the list of 
9S essential diugs made bv National Drugs 
and Pharmaceutical Development ( ouncil 
since It IS closei to the list ot 94 deheensed 
drugs and what is more important because 
the list IS very small Since the di ugs in this 
list are likely to be allowed a smaller pereen 
lagc ot profit the drug industry wants it to 
be as small as possible Jayaraman says (hat 
It "conforms largely’ to the incidence and 
prevalence of major diseases in India But 
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in fact this is a measly list It does not ton 
tain any vaccines whatsoever, nor for that 
matter any ol the life saving sera used in 
cases of snake poisoning or dipthcna or 
tetanus for example Other major deletions 
include Oxygen {'), all the drugs from 
the group of powerful pain killcis like 
morphinc/pethidme/pentarotme, diloxamidc 
fluorate considered as the “di ug of choice’ m 
amoebiasis by some textbooks, codeine, one 
of the handful of drugs prosed to be realls 
effective in suppressing cough, nystatin, an 
antifungal agent so essential to treat com 
monly found vaginal fungal infection, injec 
tion gentamycin, a commonly emploved, not 
so costly, very effective antibiotic (Ihe list 
unnecessarily includes oxvtetracycline when 
Its parent analogue tetracycline has been 
included Is this to please Pfi/er, whose 
famous brand tctramvcin contains oxytetra 
cvcline'’) None of the antacids laxatives nor 
cimetidme, the peptic ulcei healer find a 
place in this list Oral rehydration salt, which 
IS the most important ingredient in the treat 
ment of diairhoea has bccii subsequcntlv 
deleted from this list I his list cf important 
deletions can be increased at length the 
point is thit manv life saving or quite essen 
tial drugs including vaccines, have not been 
ircluded m thn li>t No wonder that the di ug 
industry is happv with this list' 

Tavaraman his criticised the licensing 
and Pricing Policy Nobodv can defend the 
government s existing liecnsinc and pricing 
policy These aic basicallv half licaited 
measures with a “please all motto and 
through which the bureaucracy thrives and 
allows the powerful ones amongst the 
industrv to thiivc through bribes and lob 
bying Ihe answei to the existing muddle 
headetj controls is not ‘no controls, but 
more rational, simpler, effective controls 
The monopolies need to be restricted 
because they procure licences and corner the 
market by simply sitting over the licences 
For example, it was reported that out of M 
Items of bulk drugs covered by 11 licences, 
21 items had not been produced by Glaxo 
Laboratories for five years' 

Jayaraman wants us to believe that “the 
complexity and often the irrationalitv of 
drug pricing in India have arisen, not so 
much because of the extension of price 
controls to over 85 per cent of these productv 
and packs artificially and often arbitrarily 
divided into four categories But on the 
contrary the plethora on non essential pro 
ducts manufactured by the diug industiy has 
necessited the division into four groups (1) 
I ife saving drugs, (2) Lssential but not life 
saving, (3) Useful but not belonging to the 
above categories and lastly (4) others like 
tonics, cough syrups etc (this last group 
being free from price control) 

The drug industry has treated a tom 
plicated situation by manufacturing a heap 
of irrational combinations and now on top 
of it, It IS complaining about the “jungle of 
jaidsticks and regulations” The All India 


Drug Vtion Netvvoik has pointed out that 
It all drugs and then combinations not 
lecommtndcd bv simdaid medical text 
books ate removed then the drug situ,iiion 
would no moic iciiitin voinpkx old a 
unilorm rate ol utinii bi allowed on .ill ol 
these latioii il dim s I ihis simple siiaiehi 
loivv till pioposiii ii cicpnbli to lilt d>ug 
induitv ' 

lavaiaman s]uotcs the llaihi ( otiimiitcc 
to buttress his viewpoint thil blind 
abolition has thus haimtiil poitmis 
without any countciv tiling advam igcv But 
all that this quon ion says is that the 
vliaiigcovcr to the generic names should not 
be an abrupt one Iruc enough bad prac 
tivcs and habits c tnn >t be stopped ovcinight 
but the pioccss must begin immcdutclv 

It IS 1 tavoiiiitc iigumcnt of the ding 
industrv that in coiimrics like India biaiid 
names are the onh red giiaiaiucc of 
quality fins is |ust one ol then tnvtiis It 
the dixtor in tiis prescription puts n.imifat 
turct s name in the br.icket alone wi h tiu 
genciic nunc loi evinplc I’liaecitinol 
(<ilaxo) then ihc pliuintcisi will bv duly 


fi C da (OS(\s iriicic India s hide 
Balance during the Seventies' (/ PH Match 
8 IS) has failed to pieisidc any consistent 
analysis ol India s tride balance ovei iht 
period I9'’0 ■’1 lo 19S1 82 Its theoictical 
foimuldlions and (nipiiical findings arc 
weak and incoherent A lew comments on 
the article are in oiefei to substantiate this 
statement 

In theoretical formulation ol the model 
the author has used GNP at cuircnt prices 
advisedly in order to bring out implieiily the 
role of money supply on the trade balance 
(p 437) GNP IS primarily an income variable 
and to what extent it reflects Ihc lolc ol 
money supply on trade balance becomes i 
matter of guesswoik Further, trade balance 
can Itself be a determinant ol money supply 
lo this extent the study is limited It is a 
single equation model 

One page 438 ol the article, the author has 
taken two dummies for 1973 74 and 1979 80 
“to capture the oil hike effect as an a.ter 
naie to the terms of trade variable' and 
another dummy “for 1980 81 and for 1981 82 
to capture the effects of liberalisation of 
imports on the trade balance” One fails to 
understand as to why the terms of trade 
variable which has been taken to explain 
commodity trade balance is not able to take 
care of the oil price hikes It seems that the 
terms of trade variable is not enough for the 
author He wants to doubly assess the impact 
of the oil price hike once through the teims 
of trade variable and again through the extn 
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bound 10dispense onlv Cilaxospii uetimol 
Some pharmieisls will lun lollovv doctors 
in tiiieiions iboii ilie innie ol ilieeonipmv 
Bill siieli ph mil iislv lie tod IV siihetitullllg 
I'l iiiels il o 11 IS I lol'ltiii vl sobsiniiiioil 
will iiol iiKU 1 Iv mil Hlilellli leiiellc 
II mil s iiih till lip in\ inmi in ihe 

bi I kel Selim eli s in ili i net n lines 

I 'lie ol Ihe n I I III 1 1111 lo 

iieluee | rices Old I ' siin| lilv llie drug situa 
lioi Me I e ll lOlltees lei II in tel pis Ol 
geiieiie 'iiiiiev iniei n ilionel tiiele data is 
also in I eiierivs there oe so ii inv idvin 
tiaes ol abolition ol bi ind n lines I he drug 
iiulusliv IS oppe'sing this eh inyc under some 
iiniionil prelext bee luse ibolilionof biand 
nones would reduce the pi ices and hence 
piolils 

lilt ell s Oe ov I wlieii the ding ndustiv 
hid lime st lie 11 city Slow the opposiiion 

II Ihe III ttioinlilv and e\| loilatioii in (he 
liell ot diuts is inereisme lioni all sides 
Mislcidinj Jigiinunts wi old be exposed 
pomi t)v ponil Old e'li d iv we h ill 
ovelee IlH ' 


duminv to miki snie ihit its m piet is not 
missed out This is oi eouise ai the expense 
of a lew dcgiccs ol lieedom which the sludv 
has Again ilistniiiiei >1 opinion whethet 
the duminv ol < il price hike i in be taken 
onlv for two years 1971 74 and 1979 80 and 
thus ascribe ^ero values to the rest ol the 
years After all the oil price hike was a per 
manent structural change and tak ng the 
yeais in between 1971 ">4 ind 1979 80 and 
the subsequent penod as having /cto values 
mav noi be lealistic 

T he second dummv is the import libcrali- 
sat'on tor two years I9h0 hi and 1981 82 
In tho case it we go by the author s mfor 
mation wc arc at a l< ss with the available 
factual evidence Since 1966 we find traces 
of import liberalisation In fact on the basis 
of (loveinmeiit documenisl wv may broadly 
divide Ihe piiuvd of the sludv under discus 
Sion 1970 71 to 1981 82 into three phases 
which arc deseiibed below During the first 
hall ol Ihc Scverilics import policy was one 
of selective liberalisation granting higher 
prioriiv to export oiientcd industries and 
other prioiiiv industries in meciing their 
import rcquircmenis with stress on import 
substitution During 1976 79 the import 
policy ushered m a phase of great libeiahsa 
non and import substitution was relegated 
to the background with much emphasis on 
export oriented industries The area of liccn 
sing control was minimised with free imports 
ot all Items outside the banned or restricted 
list From 1980 onwards to the terminal year 
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of the stud% import lihenlisation slowed 
down with deterioration of India s foreign 
exchange position Ihc mipoit polity 
intrcascd tontiols and tstn the stope of 
licensing It worked in two directions—one, 
to provide cssenti il imports to industries 
and two to reduce ihe import of items 
having indigenous eapacitv The author 
dexsn t seem to he iwaie of these phases Do 
we take the seats prior to 1980 81 as years 
without import liberalisation'' 

On page 418 of Ihe artiele, the author 
takes foreign exchange reserves inclusive of 
SDRs as a variable to explain the volume of 
imports Aecotding to him “the movement 
in the foieign exchange reserves is expected 
to capture the liberalisation of imports 
towards the end of the period (p 418) A 
glance at India s balance of pivmenis shows 
that changes in reserves were positive and 
si/eabic over the period 197s 79 and f this 
IS so then it is futile te tty to capture the 
author s years of so called import liberalisa 
tion’ (1980 81 and 1981 82) through the 
movements in foreign exchange lescrvcs In 
this context one also tends to ask as to 
what should be the indicator of import 
liberalisation—should it be the movement 
of foreign exchange reserves ai nominal 
prices or at real prices' The author has eon 
vcnicntly resorted to the latter lor icasons 
best known to him Ihe same arguments 
apply to ihe equations for non fotKl imports 
The author seems to be very gentious in 
the use of dummies Obviously thev suit his 
requirements toi agrieultural commodities 
he has used a dummv variable—one for 
1977 78 and 1978 79 and zero for ihe other 
yeais to captuie the impact of the export 
levies on the expoits ol this group' (p 418) 
To justify this he savs that in the years 
1977 78 and 1978 79 the impact of these 
duties was especially severe Ihc authoi 
knows a prion that the impact of these 
duties were ’especially severe' but does not 
wish to share his knowledge with the readers 
who as a result are not able to appreciate 
this dummy 

Now we come to the section on empirical 
findings of the author He has hit two birds 
with the same stone and led his readers into 
greater problems The dummy used to 
explain commodity ttade balance represents 
two variables These are the two oil price 
hikes in 1973 74 and 1979 80 and import 
liberalisation in 1980 81 and 1981 82 1 do 
not realls know as to what relationship the 
two variables have so as to be assembled in 
the same dummv What does the eocffieicnt 
of the dummv indicate' It is not in prinei 
pie that the two events-oil price hikes and 
trade liberalisation—can have the same 
degree ol impact os^e trade balance It 
seems stiange that t&|[Hnrbanee of import 
liberalisation had tlnnK effect as the oil 
price shock so as UlM^stitute the same 
dummy ^ 

According to Ihe results obtained by the 
author on eommoditv trade balance "the 
terms ot tiade appefes to have played a 
secondary role" (p 44jl) Phis result is con 
trarv t#bthcr st^dtes^ in the field This is 


not unexpected from this mis specified 
model 

On page 441 of ihe article, the author 
wiitcs that lor non food imports “thecoef 
ficient of the loreign exchange variable is no 
longer statistically significant This should 
noi be surprising since this variable would 
seem to be more suitable to explain total 
iinporls' But, it i' bs all means surprising 
to the readers For the uithor contradicts hts 
cailici statement ii h attempt at finding 
out an explana >ii ot the unexpected 
behaviour ot ihc loetficieni of foreign ex¬ 
change icscrv Ht seems to be oblivious 
ol what he n' slated earlier on page 
418—that non ’ood imports constitute the 
bulk ot India s imports In any case, this is 
not the end of <hoddy thinking 
On p 440 while interpreting the 
negative sign of foreign exchange reserves in 
relation to impoit volume the author wintes 
‘n would seem that for India over the period 
under consideration, the volume ot imports 
was largely governed by the needs of the 
economy, and the foreign exchange resources 
had then to be found and actively sought, 
it necessary to meet the import bill” This 
statement appears erroneous at least for five 
scars of the stodv 1975 79 For these years, 
there was more ot autonomous inflow ot 
foreign exchange leserves through transfer 
remittances than through any active efforts 
to search for such reserves The author can 
look up the Items transfer remittances and 
changes in reserves in India's balance of 
payments statements in order to come to 
grips with this I Id It was only towards the 
end of the Severnies that transfer remittances 
reached a plateau exports slowed down in 
relation to imports and the country had to 
go in for the controversial IMF loan of 5 0 
billion SDRs in 1981 
On page 442, the author states “ except 
in 1979 80, when we had a severe drought 
and a steep fall in agricultural production 
at the turn of Seventies we have had relatively 
high growth but this has been associated 
with higher imports” There is again a fac¬ 
tual error If the author looks up the record 
of agricultural production he would realise 
that the years 1972, 1974 and 1976 saw the 
index of agricultural production growing at 
—8 I per cent, —12 per cent and —7 0 per 
cent respectively which also led to steep f^ls 
m the annual growth of GDP at constant 
prices in the same years To this 1 may also 
add another impoitant point It was because 
ot tall in domestic food production in the 
initial years ot the Seventies and the world 
lood crises ot 1971 72 that the government 
took a conscious policy decision to build 
adequate buffer stocks of foodgrains which 
led to higher imports ol food 

The author has taken the vears 1970 to 
1976 and the next five years for comparing 
the growth rates ot India and the industrial 
countries One docs not know whv 1976 has 
been taken as the cut off year for such com 
parison In this contexj, a conclusion of the 
study IS worth noting •“At the same time, 
India’s trade imbalance is due to her deci¬ 
sion not to keep pace—not to grow in line— 


with the industrial countrtM" Alai! if India 
had only realised her folly This conclusion, 
however, does not follow ftom the study Do 
we take it as a sermon'’ In hts next sentence, 
however, the author ties to be more prag¬ 
matic “If the external environment is 
favourable, this should enable India to have 
both high growth and visible (7) trade 
balance” (p 442) 

The author, while explaining the trade 
deficit in the late Seventies and early Eighties 
writes on page 442, “the fall in terms of 
trade compounded these developments, and 
led to massive imbalances in the commodity 
trade account” However, this conclusion is 
not supported by the econometric exercises 
of the study 

Another major conclusion bf the study is 
as follows “The way to (edressing the im¬ 
balance in the commodity trade, given a 
favourable external environment, would 
seem to he in our tiding over of our domestic 
shortfalls in our kry sectors, steel, fertilisers, 
edible oils and petroleum” (p 442) This is 
in sheer contradiction to what the author 
said earlier on paoe 441 while commenting 
on equations of manufactured exports Let 
me quote him “It may be plausible to argue 
that India’s exports of manufactures were 
governed by the economic activity in the 
industrial countries, and that domestic pro 
duction of manutactures was not a hin 
drance, to these exports” (p 441) 

The study tails to portray a concise picture 
of India’s trade balance Further, it deals 
with only the commodity balance in India’s 
trade and payments on the basis of which 
major conclusions have been drawn for rec¬ 
tifying trade imbalances and attaining high 
growth One is also reminded of the caveats 
of econometric testing of equations in a mis- 
specified model There are dangers of 
arriviqg at erroneous conclusions on the 
basis of wrong signs and coefficients Policy 
conclusions based on such results may prove 
far more dangerous One understands that 
regressions are not only in fashion but are 
rather indispensable tools for quantification 
and sophistication of many empirical rela¬ 
tionships But one also observes with regret 
that on many occasions economic theory 
and empincal evidence have secondary roles, 
while R-squares and Durbin-Watson statistics 
gain the upper hand in estabbshing economic 
relationships which are mostly unrealistic 
and at time even spurious 

Notes 

1 “Report on Currency and Finance”, Reserve 
Bank of India, the relevant issues and 
“Economic Survey”, Government of India, 
various issues 

2 Dell, S and Lawrence, R, "The Balance of 
Payments Adjustment Process in Develop¬ 
ing Countries”, Pergamon Press, USA, 1980; 
Balassa, Bela, ‘Adjustment to External 
Shocks in Developing Economies’, World 
Bank Staff Working Paper No 472, World 
Bank, July 1981, Mukherjee Neeia, “India’s 
Balance of Payments and International 
Economic Crises", (Research in-piogress at 
London School of Economics, 1983-86) 
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Tomonow begins today 




The business that ts Hindustan Lever is 
today over a hundred years old 
Consumer products have made the 
C ompany s name a household virord It is 
now moving m a new direction from the 
consumer s home to the core sector of 
India’s economy 

Directions for growth. 

Today s emphasis is clearly on the high 
tech areas of national priority Over 60 
per cent of Hindustan Lever s investment 
in fixed assets represents core sectc 
business including industrial and 
agricultural chemicals 

Using sciencs with sensitivity: 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know how attuned to the country s 
needs Its achievements include 
technology for use of unconventional oils 
in the manufacture of triglycerides to 
replace imports a chemical that 
enhances photosynthetic efficiency of 
food crop plants, detergent actives from 
renewable sources, and processes for 
upgrading sal for a higher value-added 
product The Centre is now engaged in 
research into plant genetics and 
immunology both regarded as frontier 
areas in the field of biotechnology 

Products mads in India for tha world: 

Hindustan Lever earned for the country 
Rs 74 crore in foreign exchange in 
1984 Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs 325 crore 

A Company of paopla: 

Hindustan Lever is a Company of people 
committed to professional excellence- 
people who have made tomorrow begin 
today 


Hindustan Lever Limited 


Kwtam Mkra. Lower Bn«|Miy 400013 
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DMCC- a farmer's friend 





In 1924 DMCC set up its first Single 
Superphosphate plant in Ambernath 
Maharashtra 

Since than there has been no 
looking back In fact today we are the 
largest Single Superphosphate 
manufacturers in the country 

We realise it is the farmer who 
toils and tills the land to grow more 


crops DMCC has made a major 
contribution in assisting the farmer 
to achieve higher yields 


Our Ship brand Single 
Superphosphate and Boronated 
Superphosphate fertilisers have 
aided the farmer in his quest 
for plenty 

Our fertilisers are feeding the crops 
that feed the nation ultimately 
leading to economic growth and 
stability 


»np srara renmeri 

The name you can 
depend upon 
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Compute the difference between 
the latest international data processing systems 
and SCADA from HBB... 

It amounts to zero. 




^pprvSOiy ( I |r;I ArJ )1U 



Acqubt jn 


When the Railways and Electricity Boards 
around the country decided to install the HBB 
SCAOA Systems they had some very valid 
reasons for doing so 

Because SCADA is the latest generation 
electronics and data processing systems 
available in the world Brought to India 
from BBC of Switzerland 

Consider the simple fact that SCADA 
makes the exhausting task of data 
collection transmission and processing 
simple and easy Saving hours of precious 
time Vital time 

And for SCADA this )ob is easy Since it 
Is based on modem computer and 
microprocessor technology It works lust 
oneway FAST 

Within a fraction of a second all the 
necessary information is transmitted from 


the source to the mam control system where 
It IS acquired and processed within seconds 

Everytime a problem crops up, SCADA 
makes sure you have all the 
information and data needed to find 
solutions Immediately On the spot 

And the real beauty of SCADA is that it 
IS based on a modular design Which 
means it can be expanded constantly 
Simply by adding on the number of 
remote stations and widening the reach of 
SCADA So when your services grow 
SCADA grows too 

Any service or process industry spread over 
a vast geographic area, needs SCADA Take 
Process Control Building Automation 
Electricity ^ards Water Supply Gas 
Distribution, Traffic Control And many many 
more They can have every bit of inlormation 


that 5 accurate complete and clear If time, 
efficiency and accuracy are imperative, put 
SCADA on your pay roll now 

SCADA Putting a world of inlormation 
at your fingertips 

BBC 

BROWN BOVERI 

Hindustan 

Brown Boveri Limited 

Electronic Systems Department 

Brown Boveri House 
Race Course Circle 
Baroda 390 007 


HBB. For the latest generation Electronics. 
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THE decision of the New York district court to dismiss the claims cases of 
Bhopal victims, including that of the Indian government, against Union 
Carbide Corporation, USA, once again focuses attention on the utter un¬ 
preparedness of the government on the entire gamut of issues arising out of 
the Bhopal disaster. Notwithstanding its fatuous and assured pronouncements, 
its every action in the last eighteen months has drawn attention to its ineptitude 
in handling the case. It is obvious that the magnitude of human suffering in 
Bhopal has left .he government quite unmoved. Except for statements to the 
effect that the matter will be expedited, there is no indication that the govern¬ 
ment is moving with any sense of urgency to set up the machinery for processing 
the case. 

Evidently, the Law Ministry had given little thought to the eventuality of 
the dismissal of the case by the US court. However, it is trying to make out 
now that the conditions imposed by Judge Keenan on Union Carbide are 
precisely those which the government had itself sought in order for it to be 
able to “effectively prosecute in India the claims of the Bhopal victims” against 
the American company. The conditions imposed on UCC by the US court 
are that the company will sumbit to the jurisdiction of the Indian courts; that 
it will accept the judgment of the Indian court subject to “minimal requirements 
of due process”; and that it will accept US federal rules of civil procedure with 
respect to the production of documentary evidence and of witnesses requested 
by the plaintiff in the Indian courts. There is as yet no indication as to whether 
UCC considers these conditions as binding, though if it does not, then the 
case would have to be eventually processed by US courts—something which 
the UCC and corporate interests in the US would not want. 

What are the possible courses of action now open to the luJian govern¬ 
ment? It could file an appeal in a superior court in the US challenging the 
dismissal. The Minister of State for Industry’s statements in the Rajya Sabha 
appear to rule out that option. In fact, the Minister has stated that the condi¬ 
tions laid down by the New York judge make it possible foi the Indian govern¬ 
ment to now prosecute UCC in India and “seek enforcement of the judgment 
that may be given by an Indian court in the US, where the assets of Union 
Carbide Corporation necessary to satisfy oui claims are located”. 

But if the decision has been ‘expected’ and is in accordance with the govern¬ 
ment’s own stipulations, why have no steps been instituted towards resolving 
the procedural difnculties in processing the claims against UCC? The nearly 
unanimous opinion, notwithstanding the differing stands on the question of 
the appropriate forum for suing Union Carbide, has been that the government 
should immediately pass an ordinance facilitating the setting up of a special 
court in Bhopal with a sitting judge of the High Court presiding over the 
processing of the claims case with the right of appeal to the Supreme Court. 
But what is the government waiting for? 

Not only has the government been unprepared on legal issues, it has also 
woefully neglected to either collate or gather medical informatioii considered 
necessary to substantiate and support the case against Union Carbide in court. 
No comnrehensive epidemiological survey has been conducted by the medical 
institutions (and if they have, the reports have never been made public); no 
post-mortems have been conducted of deaths which have occurred after the 
disaster—these would have provided valuable evidence of the continuing effects 
of the gases; even the earlier post-mortem reports arc said to be superficial 
and inadequate as medical evidence; there has been no monitoring of the health 
of the suffering population, of the children and of those exposed to the 
gases in utero. The recent statements of the ICMR director-general and 
C Krishnamurthi, the head of the study team set up belatedly by the govern¬ 
ment, is significant. They arc reported to be ‘purrkd’ by the fact that the victims 
are not responding to the treatment being given. This only brings into focus 
the unconnectedness of medical research to the illness situation in Bhopal. 
Several voluntary groups have, at different points of time, conducted surveys, 
collected information, or set up health centres which have monitored the health 
of patienu. The government, instead of encouraging such actions and in¬ 
stituting a machinery for collating such data, has chosen to obstruct the func¬ 
tioning of these groups and has even attempted to destroy the infoimation 
collected. 


The American court’s decision does not 
in any way negate the culpability of the 
government for the Bhopal disaster, which 
IS unarguable By assuming the position of 
the sole accuser, the government cannot be 
permitted to absolve itself of the respon 
sibility for having allowed the Bhopal 
disaster to occur at ail It is in this context 
that the current status and strength of the 
various people’s and environmental groups 
associated with the Bhopal disaster give 
cause for concern No one can deny that 
there has been a marked decline in the 
involvement of these groups on issues per 
taming to Bhopal Much of this is due no 
doubt to the logic of development of such 
activity, so vulnerable to the pressure it has 
been subjected to by the government and its 
agenaes, and the enormous burden of death, 
destruction and suffenng it had to contend 
with But now, given the fact of the govern 
ment’s unpreparedness to battle with the 
multinational and its demonstrated in 
sensitivity to the victims’ agony every effort 
must be made to lend support to the core 
of activists in and out of Bhopal who have 
been working on these issues 
Union Carbide should be expected to use 
every ruse to delay matters Only if the 
government and the judiciary act speedily 
and effectively can the Bhopal victims obtain 
some relict and recompense This can only 
happen if the victims' organisations con 
cerned citizens, environmental groups and 
others can mobilise and apply pressure on 
the government 

Government and Bhopal Case 


Just Deserts 


NEW DELHI IS trying to put up a brave 
front, and our complaisant, unthinking 
newspapers have duly paraphrased the hand 
out officialdom has doled out But facts are 
facts the American judieiary has handed 
down a ruling which is equivalent to a slap 
aCTOss the face of the Government of India 
Remember the spectacle, all through the 
calendar year 1985, of the Indian Law 
Minister and the Indian Attorney General 
shuffling between New Delhi and New York 
and putting forward the quite extraordinary 
plea for a sovereign nation before the 
judiciary of a foreign country ple^e, you 
take up the case against the Union C arbide 
here in the United Sitates TVue, the ghastly 
incident, the ghastliest industrial accident in 
history resulting in more than two thousand 
deaths in the immediate aftermath and who 
knows how many further grisly casualties 
over the long run took place in India the 
victims were all Indians, the guilty firm, 
although a subsidiary ot a transnational cor 
potation, IS separatelv legisteied in India, 
even so* we would pray that you try the case, 
we Indians arc not competent in the matter, 
our judicjary has no experience in assessing 
damages to lives and limbs even il these are 
Indian lives and limbs won t you, please 
oblige us ’ 


This IS the nation which simultaneously 
boasts of Its leadership of the non-aligned 
countries This is also the nation which, in 
season and out of season, invokes the names 
of Rabindranath Ihgore and Mohandas 
Karamchand Gandhi to stress its abiding 
faith in spiritual values But hypocrisy is as 
hypocrisy does, and the rest of the world 
does not exactly consist of fools such that 
the meaning of meamng remains unievealed 
The plight of the dead and distressed, it was 
obvious, was of subsidiary significance to 
the Government of India, the pnee of an 
independent nation was also considered as 
dispensable New Delhi was driven by only 
one goal striking as high a monetary bar 
gain as was feasible A haughty American 
company, which has its tentacles all over the 
world, had been disdainful of this country’s 
loss and rules, it did not adopt even elemen 
tary measures to eliminate the hazards from 
leakage of poisonous substances, its attitude 
following the accident has bordered on 
criminality India, the great leader of the 
under developed world, which may be poor 
but which cherishes its dignity, could have 
set up an example for all struggling peoples 
to look up to by organising a special tribunal 
to haul up the transnational corporation, we 
could have on our own, undeterred by ex 
traneous considerations such as the oppro 
brium of Western countries, arranged to 
punish the corporation and issue directives 
to It on the issues of compensation and 
restitution, were the corporation to refuse 
to comply, Its entire assets in the country 
could have been frozen, and the battle lines 
drawn against exploitatory capitak But the 
path of morality was to be eschewed For the 
government in Ne'v Delhi, principles are not 
legal tender the gleam of Amencan dollars is 

And American dollars must be of the 
right magnitude When, a couple of months 
ago, a suggestion was made in the United 
States ot an out of court settlement which 
would involve the payment of 350 million 
dollars by the transnational corporation as 
overall settlement, the Government of India 
waxed indignant how dare they reach a 
settlement without consulting New Delhi, 
for New Delhi, the price would have to be 
right, and the sum of 350 million dollars was 
not right. It had to be 2 billion dollars and 
no less 

Now the American court has dealt a snub 
to the Government of India You are, you 
pleaded not competent, you do not have the 
experience and background, nonetheless, 
you are a sovereign nation, the company is 
registered in your land, the plant is located 
in your country, the accident took place 
there, the victims were all your citizens, 
therefore you have the fullest jurisdiction, 
so please go ahead and arrange your own 
trial, we will ensure that all necessary 
material and documents that may be needed 
from the United States are made available 
to your court 

India has been reduced to scale, and by, 
of all countries, Ronald Reagan’s United 
States of America The Union Carbide will 
now have to face trial in India, but not 


because we chose and deaded to arrange 
such a trial, but because the Americans have 
instructed us to What could have xn an 
asseruon of moral rights has been transmuted 
into the just deserts for a bunch of com¬ 
prador crooks The Government of India has 
humiliated India, we are, each of us, leduc 
ed because of the government’s chicanery 

Politics 


Suppressing the Inconvenient 


THF ordinance to amend the Commissions 
of Enquiry Act issued this week is a case of 
the government resorting to crooked means 
to achieve a crooked purpose The power to 
issue ordinances is intended to enabic'the ex 
ecutise to deal with emergencies at a time 
when the legislature is not in session The 
ordinance in question certainly does not 
fulfil this requirement Clearly no sudden 
emergency has arisen On the contrary, hav 
ing decided to do away with the requirement 
that reports of commissions of enquiry must 
be presented to Parliament or the state 
legislature as the case may be within a 
period of six months the government quite 
brazenly waited for the budget session of 
Parliament to get over so that it could effect 
the neiessary amendment to the Commis 
sions of Enquiry Act thiough an ordinance 
ind thus present Parliament with a fan 
accompli In this calculated abuse of its 
oidinance issuing powers the C entral 
government ot Rajiv Oandhi has behaved 
exactly like the government of Bihii which 
has earned a well deserved notorietv in the 
matter of governing through ordinances 
In the calculated dcnigrition of Parlia 
ment the purpose of this Thursdav s 
ordinance is of a piece with the manner of 
Its ptoniulgation It empowcis the govern 
mcni to withhold the leports ot commissions 
ot enquirv from the Iceislatuic I he grounds 
on which this can he done have been defined 
in the broadest terms the elected represen 
tatives of the people would hcncclorth be 
kept in the dark about the findings of com 
missions ol enquiry it in the government’s 
opinion that is in the interest of the 
sovereignty and integrity of the country, the 
security of the state friendly relations with 
foreign states or the public interest 
't has been suggested that the govern 
ments immediate purpose in issuing the 
ordinance is to wrap a cloak of secrecy 
around the reports of the Thakkar Commis 
Sion on the assassination ot Indira Gandhi 
and the Mishra Commission on the mass 
murder of Sikhs in Delhi and other places 
in north India in November 1984 It is useful 
to recall in this context that when a group 
of public spirited persons organised them 
selves into a committee to investigate the 
attacks on Sikhs m Delhi and presented their 
findings in a report leading functionaries 
of the ruling party had heaped calumny 
upon them and accused them of being anti 
national and acting on behalf of foreign 
powers Now it is clear that the government 
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cannot bear the thought of the people being 
told the facts even as ascertained by the 
government’s own hand-picked commission 
working according to government stipulated 
terms of reference 

The import of the ordinance, of course, 
goes beyond the enquiry reports which the 
government apparently wants suppressed 
immediately In basic terms, the ordinance 
has to be seen as a part of the ongoing pro 
cess of restriction of democratic rights and 
norms The government has over the years 
armed itself with comprehensive powers of 
arrest and detention without trial The 
present ordinance is now directed at the right 
to freedom of speech and information On 
the rare occasions when it is persuaded to 
appoint a commission of enquiry to unravel 
the facts about some occurrence of national 
significance the government takes every care 
in regard to the choice of personnel of the 
commission and ns terms of reference to 
ensure that the eventual findings are not 
overly embarrassing Despite this, the 
government now wants to selectively sup 
press the reports of enquiry commissions 
li follows that this sensitivity to the dis 
closure of inconvenient facts is bound to be 
magnified manv fold in respect of publica 
tion of the findings of non official enquiry 
committees or even plain investigative 
reports by journalists These, as much as the 
repoits of official commissions of enquiry, 
tan be claimed lo offend the interests of the 
sovereignty and integrity of the country, the 
security of the state, friendly relations with 
foieign states or the public interest generally 
—all of course, as determined by the 
goveinment and the government alone It 
would thus appear that though the oidi 
nance issued this week seeks to suppress the 
findings of enquiries covered under the 
Commissions of I nquiry Act, it is clearly 
a precursor to a more generalised assault on 
the fieedom of speech and information 

Child Health 


Limitations of Technology 


UNIVERSAL immunisation, the spread of 
oral rehydration therapy (ORT) and the low- 
cost prevention of malnutrition are the 
“limited number of achievable aims’’ which 
the UNlSEh’s 1986 “State of the World’s 
Children Report” focuses on “The selection 
of these particular priorities is based on the 
fact that vaccine-preventable infections, 
diarrhoeal disease and poor nutritional 
health account for the great majority of 15 
million infant and child deaths in the world 
each year" More importantly, “the techno¬ 
logy and the knowMge to solve these pro¬ 
blems are now available at a cost which most 
nations and most families could afford even 
in hard economic times—especially with a 
modicum of international support" It thus 
brings into focus the question of the 
relevance and the limitations of technologies 
in achieving significant and dramatic 


improvements in health indices 

According to the UNICEF, the recent 
spread of “two of the least expensive of all 
child protection techniques'—immumsation 
and ORT have crucially affected the child 
mortality profile The Report has placed 
great emphasis on the fact that it is not so 
much the availabthty of these technologies— 
they are rdauvely ‘old’ technologies—but the 
“demand breakthrough” which has been 
achieved which would account for this 
dramatic change in child health profile In 
Brazil, for instance. National Vaccination 
Days have mobilised 400,000 volunteers to 
run 90,000 vaccination posts, in Pakistan the 
number of immunisation post have been in¬ 
creased by SO per cent, in India 80 per cent 
of the young children “in the districts of 
Delhi and Karnataka” have been immumsed 
through the “setting up of immunisation 
posts in temples, schools and polling 
booths”, and so on One cannot but be scep¬ 
tical about UNICEF’s faith m numbers and 
Its assumption that the opening of vaccina¬ 
tion centres necessarily impbes effective im 
munisation Evaluation reports of im¬ 
munisation campaigns have, off and on, 
indicated that statistics of the number of 
children on record do not necessarily mean 
that immunisation coverage has been effec¬ 
tive It IS well known that children who are 
immunised at, say, ‘polling booths’ or 
‘temples' or even PHCs, etc, do not neces 
sarily turn up for the following booster 
doses The difficulties of persuading 
mothers to bring their children over for 
follow-up doses has not been satisfactorily 
resolved And then there are various other 
problems such as the loss of potency of the 
vaccine due to inappropriate storage and the 
high risk of infection in the ‘camps’ orga¬ 
nised for achieving target coverages 

There are similar statistics recording the 
spread of othe( techniques which improve 
child survival which appear impressive. In 
Brazil, 10 tmllion sachets of OR salts per 
year have been distributed free, in Nicaragua 
UNICEF has provided 1 5 million sachets, 
in Haiti 30 per cent of parents in rural areas 
have begun to use ORT and thousands of 
sachets have been distributed to commeraal 
outlets, SO per cent of Honduran mothers 
have begun to use Litrosoi, the local brand 
of OR salts, in Venezuela, 60,000 children 
receive growth monitoring charts carrying 
advice on breast feeding, ORT and im 
munisation etc 

The Report is an acknowledgement of 
what has happened to the concept of ORT 
and this is quite dismaying Here was a 
simple method by which anyone using 
whatever materials were available in the 
house could prevent a child from dying of 
diarrhoeal dehydration Instead of this 
knowledge being disseminated, we have the 
situation of ready-to-use OR salts sachets 
being distnbuted, generally through the 
munificence of international agencies like 
UNICEF or aid agencies such as USAID or 
Ford Foundation, etc Pharmaceutical tom 


panies now manufacture and market a 
number of brands of OR salts, often with 
irrational addiuons at unreasonable prices 
No one can dispute the fact that no other 
single health technology has had the impact 
ORT has had on the child mortality profile 
This simple, easily understood and appli 
cable method of preventing dehydration 
when used correctly has saved the lives of 
millions of infants and children Similarly, 
immunisation, when it has been properly 
and adequately administered, has drastically 
brought down mortality and morbidity The 
effectiveness or even the relevance of these 
technologies is not at issue here 
This brings mto focus the larger issue of 
the role of public health technologies The 
health improvements brought about by, say, 
immumsation or the use of ORT or for that 
matter growth charts or nutritional supple¬ 
ments can only be sustained by the avail¬ 
ability of food, water and shelter and the 
political and economic power to obtain 
them However, these technologies are today 
being used by the ruling class in third world 
countries to achieve visible and dramatic 
improvements in health to divert attention 
away from the lack of basic survival needs 
The task before political and health activists 
then IS to utilise the benefits of these pro¬ 
grammes without being taken in by either 
the philosophy or the rhetoric 
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BUSINESS 


Unwarranted Subsidy to Vanaspati 


IF one were lo pittc together oIIiluI pro 
nouni.emeni<. relating to the various aspects 
ot the oilseeds econoni> one would get the 
unmistakable impression that the govern 
incut IS lull> scl^ed ot the basic issues in 
solved Hut the measures taken Iroiii time 
to time to deal with these issues have proved 
to be ot little avail so far There has been 
no breakthrough in bringing about a sus 
tamed increase in production to lilt the per 
capita availability ot edible oils tats to 
anywhere near the minimum nutritional 
standards Whatever increase has taken place 
has been due essentialls to the high level of 
edible oil impoits involving massive foreign 
exchange expenditure Oilseeds production 
in I9tt^ 86 the first viai ot the Seventh 
Plan IS gcnciallv expected to be about 20 
lakh tonnes less than the 1984 8^ tigiiic ot 
no lakh tonnes this makes the task ot 
achieving the Sc'venth Plan target ot 180 lakh 
tonnes look verv formidable indeed 

1 he vegetable oils svenc presents a eiiiious 
blend ot many odd elements Until i tew 
months ago thegoveinment appeared lobe 
greatly excteised over the low level ot edible 
oil prices and it took a senes ot steps aimed 
at imparting a measure ot stabilitv to the 
market Prices have registeied i steep use 
since the end ot lebruarv Rs 1 800 to 
Rs 4 MK) a tonne and the use is the 
shxipest in respext ot oils the usage of which 
bv the vanaspati indusirv qualifies tor excise 
relief 1 he use in prices is perhaps the least 
controversial and worrisemu aspect ot the 
vegetable oils scenario 

W hat IS lealK intriguing is that while there 
IS no eontiol ovci vanaspati piiees which art 
currentlv at record high levels the govern 
ment continues td meet 50 pei cent ot the 
industry’s total oil requirements with im 
ported oils at prices which arc substantially 
beleiw the prevailing indigenous oil puces 
Lven the cheapest iiidigetiuus oil is much 
costliei than the issue price ot Rs If (XX) 
charged tot the 10 pet cent optional qiian 
turn available to the indusiiv This provides 
a telling illustration ot the wasteful use ot 
foieign exchange resources It is indeed 
ditticiili to find a rationale behind the 
government’s policy in regard to the pricing 
and allocation of imported oils to the 
vanaspati indusirv \nd the absuiditv ot the 
hike III the usage ot rape mustard oil by the 
vanaspati indusiiv liom 40 to so pir cent 
from Mas 1 and still lurthei to 60 pci cent 
Ircmi Mas 6 (inclusive ot 10 per cent solvent 
extracted oil) is too obvious to escape notice 
Apparcntls the ollicials in the ininistrv con 
ceincd have not bothered in the least to do 
the most elemental y cxeieise 

I he vanaspati industis is euirentlv 
allocated imported oils upto so per cent ot 
Its total oil requiiemcnts 1 he issue prices 
ot imported oils are substantially lower than 
the ruling prices of indigenous oils thereby 


ensuring their full offtake Fuither, the usage 
ot 5 per cent sesame oil is compulsory 1 his 
means, the maximum intake of indigenous 
oils by the vanaspati industry cannot exceed 
45 per cent Due allowance has also to be 
made lor oils -cottonseed oil and minor 
oils—the usage of which entitles the tndustry 
to claim excise duty relief upto a maximum 
ot Rs l.fXX) a tonne This will further reduce 
the industry's ability to use rape/mustard oil 
which, incidentally, is not included among 
‘incentive’ oils qualifying for excise relief It 
IS theoretically possible to imagine a situa 
non where mustard oil is so verv cheap com¬ 
pared to all other oils that the industry 
foregoes the usage ot ‘incentive’ oils and 
depends entirely on mustaid oil Fven then, 
the total intake ot this oil cannot exceed 45 
per cent It Is therefore all too obvious that 
the government s decision permitting the 
vanaspati industry to use rape/mustard oil 
upto 60 per cent (inclusive of 10 per cent 
solvent extracted oil) does not make sense 
I he oilstcds/oils market has of late, been 
displaying remarkable strength Very brieflv 
stated the package of fiscal incentives 
designed spccitically to encourage the usage 
ot non traditional and minor oils, the heavy 
shortlall in indigenous supply because of the 
partial failure of the kharit groundnut crop 
and drastic ic*vision ol the lape/mustard crop 
estimates official pronouncements about 
restiicting edible oils in the current year to 
10 lakh tonnes and relaxation ot credit curbs 
have brought about a profound change in 
the general market psychology Inquires with 
intorined maiket men indicate a marked 
decline in the How of rabi oilseeds to the 
markets Restrictions on the inter state 
mcivcmcnt ol oilsccxls have lurther distorted 
the price pattern Between 1 ebruary 28 and 
Mas 9, the price ot edible grade rice bran 
oil rose by Rs 4,500 a tonne, ot washed 
cottonseed oil by Rs 3,200, ot expeller 
tape mustaid oil by Rs 3,200, ot crude sova 
oil by Rs 2,800, of sesame oil by Rs 2,700, of 
kardi oil by Rs 2,300, of non-edible nee bran 
oil by Rs 2,{XX), of groundnut oil by Rs I,8(X) 
and ot castoi oil by Rs 500 a tonne Com¬ 
pared with the prices which prevailed a year 
ago, the current prices aie higher by 15 per 
cent to 40 per cent, depeding on the oil Only 
,.astoi oil IS quoted lower by about 13 per 
ceiu, icllccting pool expoit demand 
One does not expect consumers to take 
kiiidlv to aiiv use in prices But the higher 
level ol oilseeds oils prices can be expected 
to induce taimers to pay gteater attention 
lo the culiivatioii ot oilseeds this lime Much 
would ot course, depend on the weathci con 
ditions at the tunc ot sowings In any case, 
the progress of the monsoon will become a 
major factor influencing the course of prices 
attci a few weeks Only good monsoon can 
help contain the rise in edible oil prices 
during the lean months ahead 


The oilseeds sector's contribution to the 
country’s foreign exchange earnings during 
1985-86 has been very disappointing, down 
by nearly Rs 100 crore compared to the 
previous year’s performance Only soyabean 
meal and rapeseed extractions have recorded 
a considerable improvement Salseed oil per¬ 
formed well and mango kernel oil showed 
a marginal increase Elsewhere, exports are 
substantially down in terms of volume as 
well as value Exports of soyabean meal are 
provisionally placed at 5 71 lakh tonnes 
(valued at Rs 114 crore) against 4 32 lakh 
tonnes (valued at Rs 85 19 crore) in 1984-85 
Exports of rapeseed extractions have in¬ 
creased from 68,000 tonnes (valued at 
Rs 6 78 crore) to 1 25 lakh tonnes (valued 
at Rs 9 87 crore) Rice bran extractions have 
fared very badly, the figures for 1985-86 
being 2 92 lakh tonnes (valued at Rs 15 04 
crore) against 5 12 lakh tonnes (valued at 
Rs29 02 crore) in the preceding year 
Groundnut extractions fetched only Rs 27 1 
crore (against Rs 47 5 crore) and groundnut 
HPS Rs 7 6 crore (against Rs 20 crore) 
Cottonseed extractions letched Rs 5 18 crore 
(against Rs 8 83 crore) There has been a 
sharp decline in exports of castor oil— 
53,000 tonnes (valued at Rs 45 crore) against 
I lakh tonnes (valued at Rs 120 crore) in 
1984 85 Exports of compound cattlefeed 
totalled a mere 7,200 tonnes (valued at 
Rs 0 91 crore) against 20,300 tonnes (valued 
at Rs 2 89 crore in 1984 85 Salseed oil 
(etched Rs 18 70 crore (against Rs 6 39 
crore), sesame seed Rs 5 crore (against 
Rs 6 5 crore), nigerseed Rs 2 2 crore Ugainst 
Rs 2 7 crore) and sunflower extractions 
Rs I 48 crore (against Rs 2 67 crore) New 
Delhi s decision allowing a cash compen¬ 
satory support of 10 per cent ot the fob 
value ot all oil meal exports with ellcct from 
Apiil 1, has been welcomed The trade's plea 
tor larger assistance in respect of certain oil 
meals is said to be under the government’s 
consideration 


Fisheries 


Ambitious Programme 


FISH and fishcrv products have been 
recognised as an important source of pro¬ 
viding high quality protein rich food at 
reasonable cost Moreover, development of 
fisheries can generate employment oppor 
tunnies for people from backward and 
weaker sections of society Marine products 
are also an important source of foreign 
exchange 

According to the annual report of the 
Union ministry ot agriculture, fish produc¬ 
tion in the country (both marine and inland) 
increased from 2 34 million tonnes in 
1979-80 to 2 85 million tonnes m 1^4-85, thus 
registering an annual growth rate ot 3 1 per 
cent during the Sixth Plan period. This is 
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more than tour times the growth rate 
achieved during the Fifth Plan period 

The government has drawn up ambitious 
programmes lor the development of fisheries 
during the Seventh Plan period The total 
fish production is projected to go up to four 
million tonnes by 1989 90 trom 2 85 million 
tonnes in 1984 85 Out ol the projected in 
crease, the inland sector is expected to con 
tribute 0 70 million tonnes and the marine 
sector 0 45 million tonnes In 1984 85 the 
marine sector accounted for 1 77 million 
tonnes and the inland sector 1 08 million 
tonnes The overall annual growth rate 
envisaged for fisheries in the Seventh Plan 
IS eight per cent as against 3 I per cent 
achieved in the Sixth Plan 

During the past few yeais lish pioduction 
Irom inland waters has been showing a 
higher rite ut growth than that Irom the 
nianne sector This is because ol the intro 
duction ol scientific tish farming in tanks 
and ponds through the Tish Farmei s 
Development Agencies culture cum capture 
fisheries in small and medium reservoiis and 
a signiliciit increase in fish seed production, 
thanks to the adoption of commercial 
hatchcis system in the Sixth Plan By the 
»nd ol the Sixth Plan a total number ol 147 
I ish Farmer s Development Agencies were 
functioning in the country 1 heie is a plan 
to establish so new agencies during the 
Seventh Plan period 

For the augmentation ol the supply of 
quality fish seeds, fivt commercial fish seed 
farms have been commissioned and another 
eight are under construction in the five states 
of Madhya Pradesh, Orissa, West Bengal, 
Bihar and Uttar Pradesh under the World 
Bank assisted programme Sanctions have 
been issued for setting up another 13 com 
mercial fish seed farms in other states under 
the National Programme for Fish Seed 
Development The sue of these commercial 
fish seed farms vanes from 10 hectares to 
25 hectares and the farms have a production 
capacity ranging from 10 to 27 million 
fingerlings 

For encouraging deep sea fishing, the 
department of agriculture and co operation 
processed and recommended to the Shipping 
Development Fund Committee (SDFC) 
applications for soft loans to 52 companies 
for acquisition ol 75 deep sea fishing 
trawlers involving a total loan of Rs 56 21 
crore and a subsidy of Rs 15 19 crore to the 
indigenous shipyards for the manufacture of 
trawlers 

At the end of November 1985, the strength 
of the country’s deep sea fishing fleet (20 
metres and above) was 81 Out of these, 14 
vessels were owned by the public sector At 
present 18 Indian companies have valid 
import authorisation for the import of 22 
trawlers Another 10 companies have been 
issued letter of intent lor importing II vessels 
from abroad 


Under the World Bank assisted scheme 
fishing harbours at Veraval and Mangrol in 
Gujarat and Visakhapatnam, Kakinada and 
Nizampatnam in Andhra Pradesh are being 
constructed These arc nearing completion 
The fishing harbours at Tadri in Karnataka 
with the bilateral assistance from Denmaik 
and at Astrang in Oiissa with assistance 
from UK are undei construction 


was not made applicable to board and kralt 
paper, the company’s principal products It 
was only in 1984 that the excise duty remis¬ 
sion was extended to all products of new 
capital intensive papier units so that the com 
pany icccived the benefit of the lower excise 
duty lot only 21 months out of the period 
ol live years for which the concession is 
ordinarily available 


The value of marine product exports in 
creased from Rs 373 crore in 1983 84 to 
Rs 384 crore in 1984 85 It is expected to 
cioss the Rs 400 crore mark in 1985 86 

Meanwhile, the National Bank tor Agn 
culture and Rural Development has prepared 
a refinance package ol Rs 44 90 crore to be 
disbursed over a period of three years for 
the development of fisheries under its Cicdit 
Project 1 for the Seventh Plan period The 
emphasis of the perspective plan prepared 
by NABARD is on Ircsh water culture 
fisheries Of the total provision ol Rs 44 90 
croic for the thiee sear pieriod, Rs 30 05 
crore is for fresh water (inland) fisheries and 
the balance Rs 13 85 crore for marine 
tishci ICS 

Industry 


Some* ProperlM s \ro Expendable*' 


FOR the Andhia Pradesh Industrial 
Development ( orporation, which recently 
splashed its twenty filth anniversary with 
special supplements m the national news 
papers, the speech of S Ghosh, chairperson 
of Bhadrachalam Paperboards of the IlC 
gioup, at the company’s annual general 
meeting on April 28 was rather inconvenient 
ly timed For Ghosh quite explicitly charges 
the Andhra Pradesh government with not 
fulfilling Its commitments to Bhadrachalam 
Paperboards under the government’s 
package of incentives and concessions lot 
setting up industrial units in the state, in 
eluding those specifically applicable to units 
set up in backward and tribal areas such as 
Khammam where the company’s plant is 
located The value of the concessions 
“arbitrarily denied ’ by the state government 
IS computed by Ghosh at over Rs 5 5 crore 
In addition, according to him, the cost of 
interest free sales tax loan not disbursed at 
all” amounts to another Rs 3 5 crore 

The chan person ol Bhadrachalam Paper 
boards has a complaint also against the 
Central government which, he says, had pro 
mised the company’s pronioteis- IFC that 
IS— fiscal concessions to offset the high 
capital cost of the paper project However, 
by the time the government announced its 
scheme of 50 per cent excise duty remission 
for new capital intensive projects it was 1981 
by when Bhadrachalam Paperboards had 
already been in production for 18 months 
Further, initiallv the excise duty remission 


1 he case for special fiscal concessions for 
capital intensive industrial units is perhaps 
not as self evident as Bhadrachalam Paper 
hoard s chairperson assumes it to be. For one 
thing, a modern plant, embodying advanced 
technology, should be expected to have, 
despite the higher capital cost, special 
advantages in the form of higher producti 
vity moie pronounced economics ol scale 
and a superior product Further, apart Irom 
the excise duty remission that Ghosh speaks 
about the Indian fiscal svstem has generally 
had special incentives (the investment 
allowance, fur instance) linked to the size of 
investment in plant and equipment By con 
trast, despite considerable discussions on the 
subject trom time to time, the country’s 
fiscal policy makers have failed, oi have been 
unwilling to evolve fiscal incentives linked 
to the volume of employment created by an 
industtial unit 

Being in the paper industry it is de rigeur 
lor (ihosh to touch upon the subject of at 
forcstation in his speech Drawing attention 
to how the trey covet in the country has 
dwindled to 35 million hectares out ol the 
national land mass of 329 million hectares 
against the estimated 33 per cent of land 
cover regarded as ecologically essential, he 
calls lor an afforestation programme with 
the participation ol a wide range of agen 
cies Social forestry programmes, he fears, 
will be unequal to the task and so there is 
need for other approaches among which is 
mentioned * captive plantations using hi tech 
application of tissue culture and clonal 
forestry ’ What is chilling however, is the 
exhortation that follows to the effect that 
'the task is of such immense magnitude that 
the constraints of land ownership and land 
use cannot be allowed to inhibit the laun 
ching of all these schemes ” The merits 
of proposals for displacement of peasant 
farms by pfantations and for privatisation 
of village commonland thiough the so called 
Wasteland Development programme have 
been discussed in detail in these columns 
leccntly (B V Krishna Murti, ‘Supplanting 
Peasant Agriculture with Plantation Eco 
nomy Match 29 and Vandana Shiva, 
(omiBg Iragedy ol the Commons’, 
April 12) One cannot, however, fail to be 
struck by the disdain exhibited by a captain 
of industry, of the multinational variety 
besides, to the right of private property 
Could the explanation be that the property 
in question happens to be that of millions 
of small land holders’’ 
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LETTERS TO EDITOR 


Medical Education: 

IN his articlt Private Unaided Lngineenng 
and Medical C ollegcs {tPH April 5 1986) 
V N Kothaii inaivses onlv one dimension 
ol lliisc piokssioiial (.diuatiunal institu 
lions 11 number and hcnee entirel> misses 
the iiioiL impoitaiii point ol the purpose and 
itles met ol the edueitioii impirted in these 
iiistitutums I he e|Utstioii is not s\ hether \se 
need more doelois but what kind ol doetors 
we need 

llie National lleilih I'oliev is eoiiimilted 
to Health loi All llv 2(KX) through 
Primiu He till] ( lie the m iin emphasis 
being pitseiiiion eoniiimiiit> mobihsition 
heilth iriueaiion ol the misses and tiain 
ing ell p iiaptolessuni ils to leaeh health eare 
to the real needs 1 ot the elleetive impleineii 
lation ol this polie> we need eonimunitv 
phvsieians who will bteotne leaders ot 
primus heiliheiie I nloitiinatelv Iheeui 
rieuluni and eiiltiiie ol medieil idueatioi 
generates a produet whieh is unsuitable nay 
a^uiini suth decenti ilised people oriciiitd 
health care 

Medical cdiieiiion todav runs totally 
against the Nitioiul Police ol Health lor 
All The eontents of our medtcal cduealion 
ate decided ptimirils b) the needs ot 
hospitals or private piaetiee thus while 
private niedieal colleges perpetuate econo 
mie inequalit) bv allowing entry into the 
medical piotession only to the upper class 
the government tinanecd medical colleges 
invest (waste’) Inge amounts of public 
money to train individuals to earn private 
prolit Both policies ace absuid 

[he goveinineiit fill meed medical eol 
leges (public Ncetor) should tiain corn 
munity phvMeiins trlined to run primaty 
health eeiities et’ectivelv This will need 
drastic ehniges in the medical eutiieu 
lum and eultuie The \keslern norms ol 
niedieil edue iiion followed by ihe Medical 
C ouiieil ol Indii need to be thrown away 
There IS no rv is in why the goveinineiit 
should tiain private pi leliiiunets who only 
piletlee eUl itive medicine often 111 an e\ 
ploiliiive wav I hose who want to join 
medic il colleges with this iim should pay 
the entire cost ot their education in piivite 
eolleees 

Unfortunatelv teeeni policy statement in 
Parliament on medical education focus 
solelv on procedures tor admission and not 
on outcome ot medical education It is 
trigie that there is not a single medical 
college III the whole country which expert 
me tits to produce community physicians’ 

1 ike hcaitlit c^eti medical education is too 


Number or Purpose? 

mipuilant a ubjeet to be left m the hands 
of doelois' 

\U1I\Y BXNCi 

irdh i 


Fechniral Innovation and Political 
Wisdom 


SOME remarks in your editorial ‘Pre 
emptive Strikes (April S) are examples of 
loose thinking and pat sociology that one 
dots not expect to read in your excellent 
weekly After the possibly correct statement 
that “perhaps not more than one per cent 
of the American population makes up the 
technological community whose contri 
bution leads to the uninterrupted improve 
ments in incomes and living of the entire 
nation” you go on to say that the hiatus 
of the intelligence quotient ot this one per 
cent at the toy and that of the rest ot the 
nation can be the sourt^ of all kinds ot 
buarre possibilities’ If you mean IQ, you 
are on a veiy slippery slope Several re 
searchers have pointed out the fallacy ot the 
very notion ot an intelligence quotient 
Among them Stephen Jay Gould’s ‘The 
Mismeasure of Man” is perhaps the most 
eloquent and devastating 

Also, technical innovation does not neces 
sarily match with political wisdom or social 
sense The United States provides countless 
such examples A recent book “Star War 
riors” by William Broad describes some of 
the 'one per cent at the top’ These techmeal 
ly creative whiz kids resemble their less 
gifted fellow citizens in their political im 
matui ity and banal interests Only in their 
lethal pursuit ot ever more expensive and 
bizarre weapon systems are they different 

The more interesting question concerns 
the consistent support given by the US 
scientific establishment to the Cold War 
ideology Opposition to the arms race, or im 
perialist adventures or racism remains con 
fined to a miniscule number of the top one 
per cent Ihis hiatus calls for detailed 
analysis 

BlNDU T DtSAt 

Illinois 


Arrests of ‘Naxalites' 


IN the past one month, 18 supposed ‘top 
Naxalibes’ have been arrested m Chandrapur 
and Oadchiroli Amongst those arrested 
are Krishna Reddy, advocate^ and Susan 
Abraham, former subeditor of Indian 


Express magazine, Bombay, both of whom 
are members of the Chandrapur unit of the 
Committee for Protection of Democratic 
Rights (CPDR), and as well as a doctor and 
several students No specific charges have 
been levelled against them 

Can a person be deprived ot freedom just 
because he/she is labelled a Naxalite or a 
communist'^ It may be so in Hitler's Nazi 
Germany, in Macarthy’s USA or in Kho¬ 
meini’s Iran,*but in ‘Democratic’ India** It 
IS a shame that in a country which claims 
to be democratic citizens can be arrested, 
detained and defamed simply for the 
political beliefs they are suspected to profess 
Is It a crime to read the writings of Marx 
and Mao in this country** 

We, the undersigned, condemn these 
arbitrary arrests and demand the immediate 
release of all the people so arrested We 
further demand that the fundamental rights 
of citizens be safeguarded from official 
abuse 

Indira Jaisinc, Pritish Nandy 
R K. Karanjia Kai pana Sharma 
AsciHar At I Engineer Iqbai Masud 
OLCiATFIIIS ADll JUSSAWALIA DiNKAR 
Sakrikar a R Desai Anand 
Patwardhan and 30 others 

Bombay 


Orought in Maharashtra 


THE report on the drought in Maharashtra 
by GO (May 3) is misleading The author 
does not tell the readers about drought 
conditions in Maharashtra and the suffermg 
of the people on account of the calamity 
Instead she has put together small bits of 
information about leftist groups and indi 
viduals operating in a few tiny pockets in the 
countryside More than this, the author uses 
the piece to shower praise on Datta Desh- 
mukh, described as “engineer and trade 
union leader”, and his Lai Nishan P&ity The 
Lai Nishan Party is hardly a pohtical party. 
It IS a small group of activists led by 
Deshmukh, who is himself an affluent pro¬ 
gressive agricultunst In the piece the author 
has exaggerated the role of Deshmukh and 
hts Lai Nishan Party in fighting the drought 
in the sute The author has claimed that the 
Lai Nishan Party “has been active on the 
widest scale” This description gives one an 
impression that the Lai Nishan Party is a 
political organisation, having firm support 
bases among farmers and is operating 
throughout the state This is far from the 
truth 

MH J 

Bombay 
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CAPITAL VIEW 


Waiting for God Knows What 

Romesh Thapar 


I HOPE the action by the security forces 
against the militants in the Golden Temple, 
now calling for Khalistan. will open the way 
to some normalisation in Punjab. The whole 
country, including the Akalis, are commit¬ 
ted to ending the extremist menace—but had 
this resolve to be crystallised by a handful 
of criminalised youth indulging in seces- 
sionism? The trouble is that the healthy 
democratic sentiments of the people are 
allowed to flounder by a leadership which 
is incapable of communicating. Image- 
building, in such a situation, is tenuous. 

We have known for some time that Rajiv 
Gandhi’s hold on the Congress(I) is fragile, 
uncertain, but this does not necessarily mean 
that the rebel stirrings around the person of 
the flabby 82-year-old Kamalapati Tripathi 
will build to anything like a critical threat. 
Admittedly, the Brahmins are in the fore¬ 
front, with the Rajputs not far behind, but 
Indira Gandhi’s manipulatable son cannot 
be easily replaced by another consensus 
character. Why then, the resort to suspen¬ 
sions and expulsions? 

Our pen-pushers in the press will indulge 
in much verbosity to describe the changing 
and crafty positions tak^n by that old 
political appendage IVipathi and his equally 
comatose coterie, but the truth of the matter 
is that a party which has lived on the support 
it has received from a backward ’heartland’ 
is only trying to tell the ’leader’ that the 
traditional vote banks are breaking down in 
this region and might damage the party 
beyond repair. 

No one is actually concerned about bogus 
membership or a bogus programme. These 
are boring subjects, and only a convenient 
cover for the gut problem—Rajiv Gandhi’s 
lack of understanding about the way his 
‘instant’ policies are dividing Hindu and 
Muslim, even Hindu and Harijan (Dalit), 
and ultimately weakening the careful imposi¬ 
tion of majority rule over the minorities. It’s 
a very complex gambit, and the Congress 
dadas believe that the baba-log are beyond 
their depth. 

The immediate cause in the manner in 
which the business of the Muslim Women 
(Protection of Rights and Divorce) Bill has 
been handled. The Hindu political elite of 
the heartland is embarrassed by Rajubhayya’s 
open alignment with the most obscurantist 
Muslim lobbies. The passage of the measure 
in Ihrliament would damage the Congress(l) 
and open the floodgates to Hindu re¬ 
alignment in Uttar Pradesh, Bihar and 
Madhya Pradesh in particular. Wlqr can’t the 
silly fellow push the Bill into the nether 
regions of a consultation in a joint 
committee? 

The dadas fed that a kind of espousal of 
reactioaaiy Mudim opinion was necessary 


after the editorialising embodied in (he 
Supreme Court judgment, but their young 
man seems to have taken leave of his sense 
in insisting on amending legislation. They 
feel that if this happens, they might be left 
in the lap of the mullahs, even as the Vishwa 
Hindu I^ishad (the mass front of the RSS), 
now heading the continental agitations and 
victory celebrations around the masjid/ 
mandir site at Ayodhya, runs away with the 
Hindu vote. 

The Hindu vote is apparently vital to the 
future of the Congress(l), particularly in a 
phase when policy and performance arc 
breaking down. Somehow, and not in a 
brazen manner, the party wants very much 
to also remain the security system of the 
minority communities. This new and 
delicate texturing of make-believe secularism 
has naturally to be tested in the ‘heartlands’, 
and it cannot be done without the totemic 
symbol of Rajiv Gandhi who is picpared to 
be all things to ail people. We are having con¬ 
claves of Muslim Congressmen to sttess this! 
God help us! 

Our young PM may have unwitttngly 
pushed himself into a corner, but there is 
really no one around who has the gumption 
to take to the streets in a revolt, mobilising 
discontent and promising exciting political 
and economic perspectives. The rebellion 
‘tamasha’ will continue to hog the headlines 
until the baba-log decide to put in the hard 
work of structuring a new party from the 
amorphous mess of the Congress(l). And 
this hasn’t even come on to the agenda. 

It doesn’t have to. The political threat is 
fractured regionally. And even the Janata 
Party, which sees itself as the natural haven 
of Congress(l) rebels (read: Indira Gandhi’s 
tail-waggers!), is incapable of electing a new 
President. The supposedly reluctant Chandra 
Shekhar remains a permanent consensus 
point, and because he too (like Rajiv Gandhi 
whom he despises!) wants very much to be 
all things to all people. He refuses to take 
positions on any current issue, careful to 
point out that they are all ‘irrelevant’. 

The truth of the matter is that this great 
continental polity is stuck with the poorest 
quality of leadership. It is visible at every 
turn, even its performance vis-a-vis tribe, 
caste and community is at the level of 
dangerous double-talk and double-think. 
Ihke a look at the crazies in the Golden 
Ibmple declaring Khalistan. Ihke a look at 
the Muslim press. Take a look at Hindu 
excitement over the supposed birthplace of 
Ram. We, the people, are guilty of giving 
these worthless individuals the status of 
‘leaders’. We are silent, shamefully silent, as 
the many-splendoured texturing of this land 
is threatened by mobsters. 

All that«« are fed on is a diet of indigesti¬ 
ble decisions. How else can we view the set¬ 


ting up of a consciously Sovict-oiientcd 
foreign policy advisory group with Arun 
Nehru and Ai un Singh thrown in for good 
measure. Then, there's T N Kaul said to be 
preparing to represent us in Mo.scow, and 
B K Nehru (believe it or not) in Washington. 
Why not, dammit, if G Parlhasarathy is seen 
as the thinkei on foieign policy. Whatever 
happened to the pioniised generational 
change? 

So long as Rajiv Gandhi permits the 
growth ol the hoircndous ‘leader cult 
around him, he will bankrupt his party of 
talent and kill all possibility of renewal. Only 
those wedded to the exploiiuiion of political 
power will remain with (lim, and they caniiot 
deliver the goods That is why the rebellions 
and re-alignments in Delhi are largely bogus, 
to use a favourite DOSCO phrase Everyone 
involved is iranished beyond repaii. 

Inteiestiiigly, Rajiv Gandhi is not yet 
equated with his criimnalised following. Hut, 
lor how long? If the ailiciilutc consisi only 
ot cynical manipulators, he will be seen as 
an integral pan of the scenario because the 
vital, iiaiisforiniiig, counter-moves never 
take-off. The ruling coterie knows that .slruc- 
tural changes are called foi, but lacks the 
gumption to act, toi it would ultimately 
require mobilisations in the street. Merc 
invocations have taken ovei. Ihcy cannot 
halt the drift with their ‘yaars’, then bright 
boys, their aged advisory groups, their 
sudden huiiehes and “instant” solutions. 

Indian political management demands 
rigorous thinking and rigorous implemen¬ 
tation. Anything short of it is bogus, and 
naturally spawns bogus membership drives. 


Rats Rt’KortR and Apart Hotels 

RAS RESORTS AND APARf HOFELS, 
which is setting up a luxury hotel of interna¬ 
tional standards at Silvassa, in the Union Ter¬ 
ritory of Dadra and Nagar Haveli, will come 
to the market on May 27, 1986 with a public 
issue of 7.90 lakh equity shares of Rs 10 each 
at pat to raise a part of the finance required 
for its Rs 2.65 crore project. The company 
is promoted by the owners of the Ras Group 
of Hotels, who have over a decade's cx- 
pierience in the hotel industry and have quite 
a few hotels in Bombay, The hotel, spread 
over 6.77 acres of land at the foot of the 
newly constructed Silvassa-Naroli bridge on 
the banks of the iiver Daman Ganga. 
will have 60 rooms on its completion by 
December 1987. The company proposes to 
soft open in December 1986. Ras Resorts 
offers its initial shareholders u special serv ice 
package of 30 per cent lebatc on lodging 
facility and 10 per cent on food. A unique 
interest subsidy of 5 per cent on term loan, 
available for this project from the Admini¬ 
stration of Dadra, Nagar Haveli, will bring 
down the before tax interest co.st to only 7.5 
per cent per annum. Managers to the Issue: 
Indian Overseas Bank and Mefcoms. Ad¬ 
visors to the Issue: Corporation Bank. 
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STATISTICS 


Variation (Per Cent) 


Indf*x ^umboM of Vt holesale Prices 


1 aiest 

Over 

Over 

Over 





(1970 71 - tOO) 

Weights 

Week 

1 asi 

Last 

March 

III 

In 

In 

111 



(26-4 86) 

Month 

Year 

29. 1986 

•85 86 

84 85 

83 84 

82 83 

All Commodities 

ItXX) 

362 7 

1 0 

3 0 

1 0 

5 7 

7 I 

9 5 

26 

Primary Articles 

417 

336 0 

2 1 

2 9 

2 I 

2 4 

4 8 

II 0 

3 6 

i ood Articles 

298 

327 1 

> s 

8 1 

2 5 

7 3 

6 4 

13 < 

6 2 

Non tood Articles 

106 

279 t 

1 6 

10 3 

1 6 

10 5 

2 3 

15 1 

1 7 

fuel. Power, Light and 1 ubiicants 

85 

610 3 

02 

90 

0 2 

8 9 

2 6 

7 6 

7 5 

Manufactured Products 

499 

343 1 

i) 4 

I 4 

0 4 

3 3 

6 0 

8 7 

0 6 






Variation (Pei 

< tilt) 



('ust of Living Index 


1 dies! 

Ovei 

Over 

Over 





Base 

Month 

1 ast 

Last 

Match 

In 

In 

In 

In 




Month 

Year 

198< 

84 85 

83 84 

82 83 

81 82 

For Industrial Woikcrs 1960 

100 

638' 

08 

89 

8 9 

6 4 

12 6 

7 8 

12 5 

For Urban Non Manual I mployces I960 

100 

S79- 

0 3 

8 0 

7 2 

8 1 

10 3 

8 0 

11 9 

For Agricultural 1 ahoureis lulv 60 to 

5S6' 

07 

7 5 

7 5 

0 2 

II 4 

5 2 

12 4 

June 61 

100 













Variation Rv C loic (Pei Cent in Biackcis) 


Money and Banking 


1 atest 

Over 

Over 

Over 






Unit 

Week 

I ast 

Last 

March 

In 

In 

In 

In 



(25 4 86) 

Month 

Yeat 

28. 1986 

85 86 

84 8< 

83 84 

82 83 

Money Supply (M,) 

Rs C rote 

1,19,353 

2,103 

16,364 

2,114 

15,192 

16 OsS 

13,03) 

10 115 




(1 8) 

(15 9) 

(1 8) 

(14 9) 

(18 7.) 

(179) 

(16 1) 

Net Bank C redil to (joveintiient Scctoi 

Rs Crore 

60,609 

2.081 

9.440 

2,090 

9 579 

8,445 

5.757 

4,748 

Bank ('redit to Commercial Sector 

Rs Crore 

81,245 

538 

10,931 

1,127 

9.745 

10,809 

8.830 

8 247 

Net 1 oreign Exchange Assets ol Banking Sector 

Rs Ctorc 

3,724 

426 

601 

426 

299 

1,419 

104 

977 

Deposit ot Scheduled Commercial Banks 

Rs Crore 

85,827 

1,108 

13,156 

1,108 

12,475 

11.519 

8 5<0 

7,299 




(1 3) 

(18 1) 

(1 3) 

(17 3) 

(19 0) 

(164) 

(16 6) 

Foreign Exchange Assets** 

Rs ( rore 

7 413 

399 

328 

399 

53 

1,319 

1 233 

911 







to 8) 

(24 0) 

(28 9) 

(27 2) 

Index Numbers of Industrial 

Weights 

1 aic-st 

Avciage- ol 






Production 


Month 

Months* 


V ai 1 . 

llinii (Pel 

( till) 


(1970 100) 
























In 

In 

In 

In 

III 




1985 

1984 

1985 

1984 

1983 

1982 

1981 

General Index 

100 00 

223 0' = 

205 3 

192 6 

66 

7 2 

4 < 

4 < 

9 3 

Basic Industries 

32 28 

277 5'* 

253 9 

239 4 

6 1 

11 5 

< 5 

8 0 

14 5 

Capital Goods Industries 

15 25 

228 8'= 

220 9 

210 5 

4 9 

12 0 

4 3 

0 9 

8 1 

Intermediate Goods Industries 

20 95 

193 7'- 

180 3 

162 5 

II 0 

1 4 

9 

1 9 

3 7 

Consumer Goods Industries 

31 52 

181 5‘= 

163 5 

159 3 

2 6 

2 0 

0 4 

5 8 

8 2 

Durable Cioods 

3 41 

240 4'= 

238 4 

199 6 

19 4 

18 6 

0 1 

3 6 

0 1 

l)lon Durable Goods 

28 11 

173 1'^ 

152 9 

153 8 

06 

06 

0 5 

6 5 

9 3 

Foreign Trade 

Unit 

Latest 

C umulative for* 








Month 










(Nov 85) 

1985 86' 

1984-85 * 

1984 85 

1983 84 

1982 83 

1981 82 

1980 81 

Exports 

Rs Crore 

800 

6.819 

7,461 

11,396 

9,872 

8,908 

7,803 

6,711 






(1-5 4) 

(10 8) 

(14 2) 

(16 3) 

( 3 9) 

Impoits 

Rs Crore 

1.541 

12.289 

10,799 

16,592 

15,763 

14.3<6 

13.671 

12,524 






(5 3) 

(9 8) 

(5 0) 

(9 2) 

(40 6) 

Balances ot Trade 

Rs C rore 

741 

5,470 

3,338 

<,196 

<,891 

5.448 

5 868 

< 813 

Employ inent F^xchangc Statistics 

Unit 

1 atest 

( umulative loi* 








Month 










(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number ot \pplicaiits on 1 ivc Rcgisicis 

riioiisand 

26 538 

26,S38 

23 591 

26,270 

23 <47 

21,954 

18.646 

16,<84 

(as at end ol pciiod) 





(11 6) 

(7 3) 

(17 7) 

(12 4) 

(8 3) 

Number ot Kcgisiiatioiis 

1 hoiisaml 

<20 

<20 

580 

< 766 

6 220 

6,65< 

s,862 

6,277 






( 7 3) 

I 6 <) 

(13 <) 

( 6 6) 

(2 0) 

Number ot Vacancies Nolilicd 

riiouscind 

so 

50 

63 

6<7 

707 

827 

820 

89< 






( 7 1) 

( 15 <) 

(0 9) 

( 8 4) 

(6 6) 

Number of Placenieiiis 

1 housand 

30 

3t) 

39 

373 

407 

486 

474 

505 






( 8 4) 

( 16 3) 

(2 5) 

( 6 1) 

(5 2) 

Income 

Unit 

1984 85 

1983 84 

1982 83 

1981 82 

1980 81 

1979 80 

1978 79 

1977 78 

Gloss Domestic Product (( urreiit Prices) 

Rs crore 

1,89,434 

1.72,176 

1,45,565 

1.30,583 

1.14.021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970 71 PiicesI 

Rs Cl ore 

61,473 

59,319 

55,032 

53,168 

50,736 

47.138 

49,633 

46,917 

Per Capita Income (1970 71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For Lurrent >ear upto latent month for \khich data are available and tor eorrevponding period ol Iasi vear 

** Exeluding gold and SDRs 
i- Upto latest month tor whiih data aie asalltbFe 
+ + Provisional data 

Notes (1) Supersinpt ntimcial denotes month to which figure relates, e g, supcrseript' indicates that the figure is tor January and so on 
(2) t-igures in biackcts denqill'percentage satiation over previous period. 
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INTERNATIONAL AFFAIRS 


Bhutto, Benazir and Cricket 

GPD 


CRICKET dominates the mind of South 
Asia today in a way m which the Ramavana 
and the Mahabhamta did some years ago 
The Ramayana would appear to be a 
force in South Asia even today if one went by 
the reports regarding Ram lanma Bhoomi in 
Ayodhya and the eighteen burnt out temples 
the West Punjab town of Jacobabad But 
then, as we all know, rehgiousity has not and 
does not provoke the modern South Asian 
elite’s responses to things When Syed 
Skahabuddin talks of Shariat he does so for 
political reasons and not for reasons ol faith 
Faith and religion are no longer the domi 
nant force in our lives today Obscurantism 
and communalism are That only underlines 
the fact of the totally faithless world we all 
live in 

This faithless world has naturally its own 
folklore The old fashioned epics would not 
do 1 his folklore is provided by the Hindi 
cinema and cricket Amitabh Bachchan, 
Sunil Gavaskar and Javed Miandad would 
be today the most popular epic like heroes 
in India and Pakistan Cncket is everywhere 
Nevertheless it came as a minor revelation 
when /la ul Huq returned to the theme of 
cricket the other day He was rather annoyed 
with the rising star of Pakistan politics 
Benaair Bhutto He sternly reminded the 
young lady that he was given to playing 
cricket and that the young lady should play 
It according to the rules She should not be 
playing hockey, he went on to add, for things 
are a little tougher in that department The 
good old colonial idea of a decent game is 
very much alive in the theological and 
military dictatorship that Pakistan happens 
to be today But the generals are not averse 
to playing tough and rough games if they 
are forced to 

It would be difficult to say to what extent 
this colonial hangover of 'playing cricket’ 
would make any impact on Benanr Bhotto 
After all, during the heyday of the British 
colonialism and cricket were both practised 
by them People who were very gentlemanly 
on the cricket ground could be very vicious 
m the colonies There is no reason to believe 
that Benazir Bhutto and her supporters 
would accept Zia’s word that he wishes to 
play politics like cricket He cannot Cricket 
IS cncket Politics is politics It is best not 
to confuse the two 

That Zia-ul-Huq would issue sobre- 
sounding threats to Benazir was only to be 
expected Fortunately, she does not have any 
of the Indian liberals as her advisers In that 
event she would have almost certainly been 
advised to patch up with Zia-ul-Huq The 
young lady is in a tougher mood Ever since 
her leturn to Pakistan last month, she has 
got an incredibly enthusiasUc reception 
wherever she has gone Her meetings in 


Lahore and Karachi wea simply huge There 
IS little doubt that she seems to have touched 
a sympathetic chord in every uiban Pakistani 
heart We still do not know what this recep 
tion and response really mean or are likely 
to mean More precisely whether her return 
to Pakistan would force Zia to hold a fresh 
poll giving the Pakistan Peoples Parts a 
chance to make a battle of it is less than cer 
tain as of today It is clear that Zia would 
not want to do anything of the sort 
The 'iunday Telegraph of London carried 
an interview with Zia It is there that he 
warned Benazir that she should know the 
difference between cricket and hockey It 
would have been better if he had said that 
as the umpire he had decided which one was 
a no ball, otherwise it was a fair game of 
cricket Anyway, his message was clear 
Bena/ir and her PPP did not have the choice 
to challenge the legitimacy of his and 
Junejo’s government bhe was welcome to 
take her chance at the time of the ‘next’ 
elections 

She would not do so, said the General, 
because she and the people supporting her 
are too impatient She might, as her second 
option, try and challenge the validity of last 
year’s elections in the courts Zia knows the 
litigationist psychology of the people of 
South Asia rather well, or so it would seem 
But he went on to add he has no fears from 
any such moves The law was on his side 
He did not add, and naturally so, that it was 
bound to be as he himself had made it 1 he 
result’ Zia said in his famous interview 
that Benazir would be forced to resort to 
violence Her ‘non peaceful methods, he 
feared would include such things as ‘strikes 
throughout Pakistan, ‘attempts to paralyse 
all public transport in selected target areas’ 
and finally tonfertation by violence through 
deliberately orchestrate^, street clashes’ 
Zia thus knows what is in store for the ad 
ministration run by him and Junejo On the 
face of It, he has shown quite a willingness 
to face the challenge posed by the Bena/ir 
wave 

Zia ul Huq was talking to Sunday THegraph 
of London Obviously he does not have the 
Pakistani public in mind He is clearly talk 
ing to the Western world What he is arguing 
for is political and moral sanction to sup 
press the Benazir phenomenon He is willing 
to act tough He wants endorsement from 
the powers that be These days London is the 
best place from where you can speak to 
Washington Margaret Thatcher would be 
the best go between A good old Tory paper 
like the Tktegraph would be ideal In 
short Zia-ul-Huq has underlined that the 
Americans should think twice before aban 
doning him, as they did Marcos not so long 
ago He knows that the Americans went 


along with his decision to liquidate Bhutto 
seven years ago He is wanting to know 
what would be Reagan’s ideas on Bhiilios 
daughter 

At the moment Zia has advantages whish 
Marcos did not For one thing relatively 
speaking his regime has been less corrupt 
and more efficient than Marcos was during 
the last vears of its life For another, and this 
IS more important, Zia has conducted the 
insurgency in Afghanistan reasonably well 
Zia's question therefore would be if Reagan 
would not back him up in his attempts to 
fight the Benazir phenomenon He legiti 
mately wants to know the limits of Amei lean 
support Karmal s resignation has perhaps 
strengthened his ease 

To make sure that the Americans continue 
to support him, he has come up with a 
theory that Bena/ir is supported bv the 
Soviet Union and India To diaw further 
sympathy he said that he did not rule 
out Libyan complicity in the Benazir 
phenomenon a statemi nt clearlv intended 
to get a sympathetic htaimg in london and 
Washington 

He has also used a term so typical ol 
South Asian political parlance (The essen 
tidl unity of the sub continent keeps asset 
ting Itself all the time) He has said that the 
Soviet Union and India want to ‘destabilise 
Pakistan They have always wanted to We 
are all familiar with this term here in our 
own country In the wake of the rather in 
discriminate use of the term we have got 
used to the idea that if there were no foreign 
powers there would be no destabilisation’ 

In other words we have completely exter 
nalised the phenomenon of Asian politics 
becoming more and more fragile with every 
passing day This is not to say that foreign 
powers are not involved They are They have 
always been But they do not necessarily 
create the situations leading to destabilisa 
tion It would be absurd to suggest that 
Sinhalese chauvinism and Sikh extremism 
were the products of foreign powers Neither 
of them IS But Zia cannot obviously think 
of that He thinks that the ‘foreign pov/er’ 
argument sells everywhere It most certainly 
does in Washington 

It IS for that reason that he has appealed 
to Washington to stand by him when he goes 
about restoring order in Pakistan He does 
not wish to face a situation in which Reagan 
pulls the rug from under his feet The en 
thusiastic crowds in Karachi shouted 'Bhutto 
ke khoon ka badia lengd (we shall avenge 
Bhuttos murder) as Benazir made her 
dramatic appearance there Zia ul Huq has 
warned that a loi more blood would be shed 
before the final scores aie settled He wants 
to make sure, however that Reagan commits 
support to him before he goes about that 
job A good deal of non peaceful politics 
lies ahead in Pakistan 
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COMPANIES 


Leading the Consumer Electronics Boom 

Hansavivek 


PEICO ELECTRONICS AND ELEC¬ 
TRICALS has suffered a sharp setback in 
its working during 1985 as reflected in the 
drop in gross profit from previous years 
Rs is.S5 crore to Rs 11.05 crore despite a 
higher turnover of Rs 240.05 crore against 
Rs 209.38 crore. Margins have been squeezed 
between rising costs of raw materials, com¬ 
ponents and wages and the company’s in¬ 
ability to increase prices correspondingly in 
a highly competitive market. Moreover, there 
was prolonged disruption of production at 
the iUlwe factory due to disturbed industrial 
relations. Interest cost rose sharply, as 
requirement of finance increased for the 
ongoing investment programmes and work¬ 
ing capital. Net profit is Rs 3.03 crore 
(Rs AM crore). Dividend has been reduced 
from 20 per cent to 15 per cent, which too 
is slightly short-earned. 

In order to raise long-term finance for a 
part of the capital expenditure programme 
on new projects, modernisation and work- 

The Week's Companies 


ing capital, the board has decided to raise 
an amount upto Rs 63.55 crore by issue of 
new equity shares and debentures. Letters of 
offer have been sent to existing shareholders 
offering 108 new equity shares of Rs 10 each 
at a premium of Rs 10 per share. A similar 
offer of equity shares has also been made 
to the employees of the company and to 
N V Philips’ Oloeilampenfabrieken. The 
allotment will be made against this offer in 
such a manner that the foreign shareholder’s 
existing holding of 39.7 per cent is main¬ 
tained. In addition, 40 lakh 15 per cent 
redeemable secured non-convertible deben¬ 
tures of the face value of Rs 100 each have 
also been offered to the resident Indian 
shareholders and holders of the 15 per cent 
‘rights’ debentures. 

The company has received a letter of 
intent for the manufacture of PL lamps and 
ha.s applied for expansion of the capacity for 
sodium vapour lamps. A letter of intent has 
also been received for increased capacity in 

(Rs Lakh) 


tungsten and molybdenum wire durawing at 
Kalwe The new consumer electronics factory 
complex at Salt Lake, in Calcutta, was 
inaugurated in May 1985 and has become 
fully operational as a modern centre for 
manufacture of audio equipment supported 
by its own production of sophisticated plastic 
tape decks. The company has received an 
industrial licence for the manufacture of 
single sided printed circuit boards which will 
be implemented at the Loni factory. The 
electronic components division, through its 
applications laboratwy, actively supports the 
industry with ciicuit designs and application 
support and offers colour and black and 
white TV designs to small-scale and other 
set makers in the TV industry. The letter of 
intent for computer peripherals has been 
converted into an industrial licence. Action 
has been initiated by placing orders for the 
equipment for the factory to be established 
at Bangalore. A substantial investment has 
been and is being made for system diagno¬ 
stics and repairs in service workshops. A 
regular programme of training for engineers 
is also being carried out. Webei Telecom¬ 
munication Industries, in which the com¬ 
pany holds 40 per cent of the share capital, 
has shown an improved performance for 
1984-85. 


Peico RItcifOnics Goodyesf Ij xini Vishn u_ 

Latest Year last Year Latest Year Last Year Latest Year Last Year 



11 12-85 

31-12-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

Paid-up Capital 

2160 

2160 

748 

748 

121 

121 

Re.serve.s 

4853 

3796 

3728 

3370 

1620 

1736 

Borrowings 

9489 

6933 

1282 

1878 

1098 

1077 

of which Term borrowings 

2610 

2424 

74 

74 

479 

453 

Cross fixed assets 

11018 

8791 

5921 

5546 

4996 

3215 

Net fixed assets 

6941 

5373 

3899 

3976 

2330 

2376 

Investments 

149 

149 



2 

2 

Current liabilities 

6794 

6163 

3815 

.3449 

1508 

1294 

Current assets 

16205 

13530 

5687 

5492 

1600 

1358 

Stocks 

7227 

5753 

2320 

1968 

1191 

989 

Book debts 

6193 

5268 

2693 

2338 

279 

288 

Net sales 

24005 

20938 

11725 

8582 

4481 

3592 

Other income 

641 

185 

116 

96 

362 

252 

Raw material costs 

14349 

11910 

7311 

5698 

1949 

1645 

Wages 

3514 

3457 

967 

775 

1091 

1008 

Interest 

1400 

869 

301 

226 

170 

140 

Gross profit (+)/loss ( ) 

1105 

1555 

1302 

-131 

140 

-271 

Depreciation provision 

622 

551 

453 

II8 

67 

60 

Tax provision 

180 

540 

304 

— 

— 

— 

Net profit (t )/loss (-) 

303 

464 

545 

-249 

73 

-331 

Investment allowance icserve 

190 

95 

146 

— 

- 

— 

Transfer to reset ves 

— 

— 

212 

— 

— 

— 

Dividend 

Amount P 







F 

324 

432 

187 

— 

— 

— 

Rale (per cent) P 




— 


— 

1. 

15 

20 

25 


— 

— 

Cover (times) 

0.93 

1.08 

2.91 

— 

— 


Ratios (per cent) 

Gross prot'it/salcs 

4.60 

7.68 

11.10 


3.25 


Net profit/capital employed 

6.. 39 

10.61 

28.62 


— 

— 

Inventories'sales 

30.10 

27.48 

19.79 

22.93 

26.58 

27.53 

Wages/sales 

14.64 

16.51 

8.25 . 

9.03 

24.35 

28.06 


GOODYEAR INDIA has undertaken a 
three-year business plan to progressively 
invest approximately Rs 50 crore in its 
Bellabgrah plant. This will step up the 
installed capacity of the plant and help 
increase production. Moreover, the company 
will be able to reduce costs and improve 
efficiency and profits. The company pro¬ 
poses to approach the public sector finan¬ 
cial institutions and banks for financing the 
plan. 

The company has staged an impressive 
recovery in its working results for 1985 with 
a gross profit of Rs 13.02 crore against a 
trading loss of Rs 1.31 crore in the previous 
year following increase in sales from 
Rs 85.82 crore to Rs 117.25 crore. Even after 
making higher provision for depreciation 
and taking into account the tax liability of 
Rs 3.04 crore against nil, there is a net profit 
of Rs 5.45 crore compared to a net loss of 
Rs 2.49 crore previously. The directors have 
recommended payment of a dividend of 20 
per cent plus additional dividend of 5 per 
cent to mark the occasion of the company’s 
silver jubilee year. The distribution is covered 
2.91 times by earnings. 

The Ballabgarh plant produced 9.20 lakh 
automotive tyres and 7.55 lakh tubes against 
the previous year’s figures of 7.81 lakh and 
7.07 (akh numbers, lespectively, in 1984. The 
company implemented several cost reduction 
and product improvement programmes 
during the year. Its own generator provided 
power when public power supply was not 
normal. Export sales amounted to Rs 2.54 
crore against Rs 3.16 crore previously, as 
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ECONOMIC AND POLITICAL WFFKLY 


May 17, 1986 


severe world w ide Lompt-tiiion and high com 
of production made it diHuult to achieve 
desired level of exports 

LAXMI VISHNU TEXTILE Mil I S has 
turned in improved working results for 1985 
with increase in turnover from previous 
year’s Rs 15 92 crore to Rs 44 81 ciore 
followed by a gross profit of Rs 140 lakh 
against a trading loss of Rs 271 lakh After 
depreciation, there is a net profit of Rs 73 
h compared to a net loss of Rs 331 lakh 
of 1984 The vear $ profit has been utilised 
10 reduce the accumulated deficit to Rs 415 
lakh Dividend is skipped again 
The improvement in performance is attri 
buted to reduction in cotton prices and 
change in the pioduct mix Export turnover 
including incentives amounted to Rs 17 
crore 1 he directors have targeted a 20 per 
cent increase in sales this year with improve 
nient in piofitability if raw material prices 
continue to remain favourable The company 
has drawn Rs 232 lakh from the term loan 
of Rs 400 lakh sanctioned by the financial 
institutions lor the modernisation pio 
gramme It has approached 1D8I for 
modification of the scheme and for an 
additional term loan of Rs 90 lakh The 
matter is undei consideiation 


In the Capital Market 


Irudavan Ft rliliser*) and < hemirais 
(GFX LI. a joint sector company, will entei 
the capital market on May 21 to raise 
Rs 15 75 crore in equity shaies of Rs 10 each 
at par This sum is being raised to finance 
a part of the cost of its Rs 108 crore project 
at Kakinada in Andhra Pradesh, designed 
for the manufacture of three lakh tonnes of 
di ammonium phosphate (DAP) annually 
The project promoted jointly by the Andhra 
Pradesh government and Indian Farmers 
Fertiliser C o operative (IFFCO), is planned 
to go into production from December 1987 
The cost of the project is being met by equity 
capital of Rs 32 crore and term loans 
amounting to Rs 76 crore which have all 
been tied up with financial institutions The 
Andhra Pradesh government is contributing 
Rs 8 28 crore (26 per cent) of the equity 
capital and IFFCO Rs 7 75 crore (25 per 
cent) Out of the balance of Rs 15 75 crore, 
shares worth Rs 7 75 crore have been ear 
marked for preferential allotment—Rs 3 
crore for non resident Indians, Rs 2 75 crore 
for farmers and eo operatives and Rs 2 crore 
lot employees and business associates The 
issue for the general public, therefore, con 
sists of 80 lakh equity shares The shares will 
be listed at Huderabad, Ahmedabad, 
Bombay, New Delhi and Madras stock ex> 
changes, providing for easy liquidity The 
issue lor non residents has opened on May 3 
The issue for farmers and cooperatives 
as well as lor employees and busine$s asso¬ 
ciates opened on May 12, and that fot; (hlF 
geneial public will open on May 2I.CFCL 


will be the only DAP manufacturer in 
Andhra Pradesh which is currently pro 
curing all its requirements of DAP from the 
neighbouring states and the central pool 
Ihe (ilant is ideallv located from the view 
poini of demand loi ihe pioduct the com 
pany has access to the expertise and ex 
perience of IFFC O w hich is the single largest 
producer of fertilisers in the country with 
Its three plants at Kalol, Kandla and Phulptir 

Juptii-r Leasing a dividend paying company 
will enter ihe capital market on May 26 with 
an equity issue of Rs 60 lakh in equity shares 
of Rs 10 each at par to finance its growing 
activities The chief promoters of the com 
pany are Hemant D Shah and Chittaranian 
D Shah who have gained success in construe 
non and cinema ownership in Bombay, fine 
chemicals and international trade The com 
pany has been in operation since April 1984 
In the first year, it recorded a turnot'r of 
Rs 60 lakh which jumped to Rs 1 crore in 
1985 it paid a dividend of 9 per cent for 
1984 and an interim dividend of 7 5 per cent 
for 1985 rinal div idciid of 7 5 per cent is ex 
pcctcd lo be declared shortly In terms of the 
prospictus the directors expect lo pay a divi 
dend of 16 per cent (pro rata) on th^ en 
larged capital foi 1986, according to the 
Managing Director Hemant D Shah The 
company has decided to specialise in impoit 
leasing, which is more lucrative Through 
tie ups with Euro currency loans, the com 
pany will finance imports of equipment at 
low rates ot interest The company’s acti 
vines cover both basing and hire purchase 
financing so as to enjoy zero tax liability To 
ensure liquidity, equity shares of the com 
panv will be listed on the Bombay and 
Ahmedabad Stock Fxchanges 
Managers to the Issue Canara Bank and 
V B Desai Financial Services 

Kanha Extraktiona (formerly Khosla 
Extraktions) proposes to make a public issue 
of 13 45 lakh shares of Rs 10 each for 
meeting partly the capital cost oi its 
Bundelkhand Soya Mills unit at Jhansi The 
company has already launched commercial 
operations at its New Delhi factory Its 
Double Refined Soya Oil has been launched 
m New Delhi and UP markets and had en 
couragmg response from the consumers In 
addition to the solvent extraction plant, oil 
refinery and lecithin plant are also being 
implemented on turnkey basi8 bv Vulcan 
Laval The refinery is expected to commence 
operations shortly Ihansi is in the heart of 
golden ^llow soyabean growing region 
Yellow soyabean gives better recovery of 
edible otl, 10 per cent mote than the black 
soyabean. Moreover, yellow soyabean meal 
fetches better price The comparer has expan 
Sion plans to manufacture soya milk, soya 
panee^' and soya extruded products All the 
plans stotUd be hnpiptpented in next three 


Partap Kajasthan Special Steels, a high 
profitable company which made a one for- 
one bonus issue in 1986, is entering the 
capital market on May l9 with a public issue 
of 5 lakh equity shares of Rs 10 each linked 
with 1 50 lakh 15 ptr cent secured non con 
vcriihk debentiites ot Rs 100 each both at 
pai I he company has a good track record and 
earned a piolu of Rs 1 74 crore on the equity 
capital of Rs 60 65 lakh for the year ended 
September 1985 It has decided to expand 
and diversity by installing another electric 
arc furnace of 18,000 tonnes annual capaaty 
at an estimated cost of Rs 2 50 crore. The 
furnace is lo be commissioned at the existing 
factory sue at Jaipur, bv July 1986 The 
annual turnover is expected to increase to 
Rs 25 crore following Ihe full operation of 
the new furnace Ihe company's total 
melting capacity will stand enhanced to 
54,000 tonnes with the installation of the 
new furnace According to Amir Chand 
Maheswari, Chairman, the company is also 
modermsing us unit by installing continuous 
casting machine (Concast) which will replace 
the existing system of ignot moulding 
Rajasthan State Industrial Development and 
Investment Corporation Ltd (RIICO) under 
IDB’s equipment finance scheme has sanc¬ 
tioned a term loan tor funding the Concast 
machine which will significantly reduce 
costs and increase profits Installation of the 
Concast machine is expected to be com¬ 
pleted by October 1986 Further, the com¬ 
pany plans to set up a modern rolling mills 
to increase production of higher value added 
sophistical^ grades ot rolled steel products 
The installation work is expected to be com¬ 
pleted in 1987 Managers to the issue 
P N Bank and Sikandar Lai and Co Con¬ 
sultants to the issue V B Desai Financial 
Services Advisors to the issue Citicorp 
Investment Bank 


Sawant Fond I’rodurts has announced a 
rights’ issue of 4 lakh equity shares of Rs 10 
each at par to Us existing shareholders The 
company also intends to make a public issue 
of Rs 180 lakh to raise a part ot finance for 
Its expansion programme as well as for 
working capital The company has been ex 
porting food products, including marine 
products to USA, Europe, Japan and the 
Middle East for the last 15 years Its factory 
and cold storage plant are at Thane in 
Maharashtra The company now proposes 
to set up a shrimp farm in the vicinity of 
Bombay, tor which it is being allotted a plot 
of land admcasuiing aiound 80 acres Ihe 
company has also decided lo go in for 
marketing of the ‘ready to cook’ tro/en 
foods through retail outlets throughout 
India The company is negotiating tor col 
laboration with an American firm for the 
manutaciure of such items with bus back 
ai rangcnients The company expects to in 
crease its turnover from the present Rs 6 
crore to Rs 25 crore m the next five vears 
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L4B()l'R 

Port and Dock Workers Prepare for Strike 

Ourbir Singh 


AFTER an all India strike b> dock and port 
workers of the 10 major ports in the coun 
try lasting 26 davs and costing workers 
Rs loui crorc in wages the Ciovernmcnt of 
India tinally reached a wide ranging agree 
ment with the four tccognised federations of 
unions on April 11 1984 Today, just over 
two years since the memorandum of settle 
ment was signed the dock workers ate 
poised once again to go on strike not for 
fresh demands but to press for the imple 
mentation of nearly half of the terms ol 
settlement reached in 1984 

Before identifying the areas ot contention, 
a word about the structure ot labour 
organisation in Indian ports bach of the ten 
major ports of the country are administered 
bv autonomous port authorities under the 
overall jurisdiction of the C entral Ministry 
of Surlace Transport Of these 10 ports, 
seven have separate autonomous Dock 
labour Boards Earlier stevedores and clear 
ing and foi warding agents who oversee and 
arrange loading unloading operations 
storage and other aspects of cargo handling 
used to iccruit then own gangs of labour 
usually through contractors I his led to 
unchecked exploitation and insecurity of 
service for the workmen The Centre thus 
promulgated the Dock Workers (Regulation 
and Employment) Act 1948, under whose 
provisions giadually Dock 1 abour Boards 
were set up in the various ports which kept 
a registered pool of workers from which 
alone the stevedores could draw labour for 
their requirements lb safeguard the workers’ 
wages and conditions ot service, the Steve 
dores pay the Boards directly, while it is the 
Boards that art the pay masters and real 
employers of dock labour The gangs 
working inside the holds of ships winch and 
hatch operators, khalasis or ‘helpers’ and 
other categories working on the ships form 
the laboui pool ol the Dock Boards Besides 
these tally and sorting clerks and other 
supervisoiv staff also toim part of Board 
pool 

Workcis who handle cargo on the quays 
and other shore operations are port em 
ployees under the junsdiction of the port 
trusts These include crane operators, tug 
and launch men fircbrigade personnel etc 
The job cl issification of port employees is 
highly developed For instance, the Bombay 
Port Trust has 17 departments for its 10,000 
employees, who are broadly classified as 
Class I III and IV Ihc lines between the 
Dock Boaid workers and port employees is 
sharply drawn For instance in container 
handling the container is seen as an exten 
Sion of the ship thus all general handling 
IS done by port employees, but all stuffing 


and destuffing of contauiers, even on shore, 
must be done by dock labour, since the in 
sides of a container are considered an ex 
tension of the ships hold 

Besides these, there is a large army of 
casual workers The ports of TUticorin, New 
Mangalore, Haldia and Paradip do not have 
dock labour boards at all and on ship cargo 
handling in these jxirts is carried out by con 
tract labour working under highly ex 
ploitative conditions Madras Port, though 
It has a Dock 1 abour Board still allows its 
stevedores and clearing and forwarding 
agents a certain pool of pnvate labour Then 
there are the bargemen and othei workers 
who load and unload cargo in stream, and 
a laige number ot irregular and seasonal 
lobs, which are not covered by the port trust 
or the dock boards 

More tha i two and a half lakh workers 
are employed with the Port "Busts and Dock 
Labour Boards in the country, with the 
Calcutta Port having 60,000 hands being the 
largest employer Port and dock workers are 
organised in unions on the basis of depart 
mints and job categories but mostly fall 
under the umbrella of tour recognised 
federations affiliated to the central trade 
union organisations The largest of the four 
IS the All India Port and Dock Workers 
ledcration ot the HMS led by S R Kulkarni 
The others are Indian National Port and 
Dock Workers Federation, Port, Dock and 
Waterfront Workers Federation and Water 
Transport Workers Federation, belonging to 
the INTUC, CITU and AITUC, respectively 

In talks held between the four federations 
and the shipping ministry on April 12 this 
year, it was pointed out on the workers’ 
behalf that large areas of the 1984 settlement 
lemaincd unimplemented, and if the situa 
tion was not remedied the ports would be 
patalyscd once again 

Tt RMS OF SFT TI tMENT NOT IMPI t MLN7 ED 

The 1984 settlement provides that promo 
tional opportunities, filling of vacancies and 
creation of new posts would be left to be 
settled by the local port authorities and 
representative unions through mutual discus 
sions Flowever, in pursuance of a ban order 
on governmental recruitment, the Centre has 
not allowed a single promotional or opera¬ 
tional post to be created m the last two years 
The federations point out that this is 
violative of the Major Ports Act which aims 
“to vest administrative control and manage¬ 
ment w ith the port trust boards, who under 
the act are also charged with the task of 
sanctioning a schedule of employees “whom 
It considers necessary and proper to main¬ 
tain’’ “I call this cheating, a usurpation of 


our functions", said S R Kulkarni, Federa¬ 
tion President as well as labour representa¬ 
tive on the Bombay Port Board of Ihistees 
"The Bureau of Public Enterprises had asked 
the government not to apply the ‘ban’ on 
recruitment on public sector enterprises, but 
obviously the Centre does not think it fit to 
leave out port labour from its drive for 
efficiency and economy 
The situation has become so bad that for 
each post to be created or upgraded, sanc¬ 
tion must be got from the Mimstry of 
Surface Transport, which has neither the 
manpower nor the expertise to meet the task 
This ‘ban’ has only proved to be counter¬ 
productive For instance, the fourth oil 
terminal created in Bombay Port from the 
port trust’s own resources, cannot be worked 
at full capacity because the Centre has not 
sanctioned the posts of 24 khalasis and some 
technical posts for the mechanical opera¬ 
tions' Similarly, the Bombay Dock Labour 
Board in 1983 had decided to add 20(X) 
General Purpose Mazdoors to their pool 1b 
cope with the administrative needs of these 
workmen, the Board applied for permission 
to recruit 40 additional clerks Till date, the 
application has not been cleared 
The complete supersession of the port 
authorities has been effected by engineering 
a majority of the government nominees on 
the board of trustees In the case of the 
Bombay Port TVust (BPT) this was done by 
reducing the size of the borad from 22 to 
16, so that the nine government nominees 
become a majority An important factor that 
has governed the undermining of the 
autonomy of the ports is the government’s 
drive to merge their financial accounts, so 
that the more profitable ones like Bombay 
can subsidise their more badly off counter 
parts This is strongly opposed by labour 
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which hdi been pointing out that self- 
generated funds should be used to build each 
port’s own facilities to give a better deal to 
both users and workeis BPTs self-generated 
seven year budget tor development of Rs 174 
crore was piuned by the Planning Commis 
Sion to Rs 109 crore, with the balance being 
compiilsoiily diverted as loans to other 
polls “The autonomy of the port trust 
broads has been eroded to such an extent 
that the position of a postman is better than 
the IAS olfleers in charge of ports At least 
the postman has the Irecdom ol choosing 
his beat to deliver his letters, these mighty 
IAS officers have, howevei, been leduced to 
highly paid eriand bo>s of the niinistiy 
Instead ot taking decisions, they arc now 
carrying messages between the Centic and 
the poits of then chaige”, quipped Kulkarni 

Moreover though the settlement envi 
saged the lemoval ol anomalies in grading 
and classification of workers, through 
reclassification of posts and categories, not 
a single issue ol classification or grading has 
been sohed in the last two >cais Since the 
older polls wcic completely autonomous 
bodies, tach deierniiniiig its own scales of 
ptv the government in 1947 diiecied the 
polls to bung about a uniform stiuciuic in 
vv igcs though the feeieebhoy tommittee, 
the 1969 Wage Board and the 1974 Wage 
Revision Committee attempted to leriiovc 
these anomalies, the problem continues to 
rennin uiiicsolved 

PROUK IV LlNKl U BONl S 

The issue most likely to provoke a strike 
in the neat tuture concerns the long standing 
demand foi pioductivity linked bonus and 
piolit shaiing Doiiiis Both in the Wage 
Revision Settlement ol 1984, and in the 
pievioiis long tcim settlement of 1980, the 
C ciitre had agieed to the principle ot intro 
diicing a scheme foi linking bonus to pro 
duclivitv''or ellicitncy It was also agreed 
that once the general piinciple was trained, 
each port in coiisullaiton with the unions, 
lailoi the details to suit the conditions 
obtaining locativ I he Indian Ports Associa 
tion, the body ol chief executive of ports, 
had in fact formulated such a scheme But 
in violation of the 1984 settlement, the ship 
ping minisirv had not even foimulated a pro 
posal lot consideration by the workeis’ 
federations 

The question ot piolit-sharing bonus 
assumes importance particularly for Bombay 
Poit In recent years, the suiplus generated 
by the port has been exceeding Rs 50 crore 
per annum Since a major factor contii- 
buting to this happy position is the high pro¬ 
ductivity of Bombay Port labour, it must 
also get a share m the surplus generated from 
us sweat, argue the unions In January 1985, 
a work-to-rule agitation, had been launched 
to force the issue in Bombay This was 
withdrawn only after it was agreed that the 
BPT and the unions would make a joint re¬ 


ference ot scitlemeiit to the ministry lor 
approval Such a scheme was drawn up and 
submitted to the government on April 20, 
1985 Though over a year has passed, the 
ministry has been unresponsive In any case, 
the fedeiations have decided not to accept 
anything less than 20 per cent bonus without 
ceiling for Bombay If unresolved by June, 
the month in which “ex-gratia” bonus is 
paid, the issue might well be the spark off 
for renewed strike action all over the country 

Another area of liiction is the continuing 
casual status ol the cargo-handling workers 
at the ports ot Haidia, Paradip, New 
Mangalore and luticoiin I hough the U U 
convention requites all major pons to con 
stitute Duck ixtboiir Boards, the government 
has been ignoring the decasuahsalion of 
workers even though these ports have been 
declaicd as “majoi ports” quite some time 
ago ( lausc 21 ol the 1984 agreement had 
thus provided that a committee within two 
months ot the signing of the agreement, 
would draw up its proposals on the dc 
casualisation question Subsequciitiv. the 
Ab'abani Committee was appointed which 
recommended iliai ihe status quo should h( 
maintained at the new ports on the grounds 
ihdi the labour force registered in these ivoits 
was too large to lorm a pool lot Dock 
Labour Boaids and in excess ot requirements 
bv Ihe ports 

The unions dispute this contention 
Ihcy say that manning standards at New 
Mangalote and luticorin weie much tightet 
than the old pons and in fact il the sian 
daids of the older poits is applied, theic mav 
be shortage ot labour Mechanisation in tlic 
new ports lias also been introduced with 
total disregard to the effect on employ mem 
It IS also pointed out that decasualisatiuii 
schemes under the Dock Workers (Regula 
tion and Emplovmcnt) Act require only a 
minimum of 12 days of employment per 
month, while the casual dock woikeis in the 
nc'w ports have a much highei average 1 he 
claim ol surplus laboui is thus fallacious and 
probably aimed at increasing mechanisaiion 
at the cost of nioic jobs Already agitations 
have been widcspicad and the losses stvcic 
due to the continuing casual naiiiic ot 
employment New Mangaloic iciiiamcd 
paralysed for ovci live months altii the 
chairman oi the port liusi decided to sack 
100 listed workeis on grounds that their 
casual status made them dispensable In the 
case of Paradip port, it has been the scent 
of widespread discontent and woik stop 
pages This has often led to police attacks 
on the bastis of casual dock workers 
resulting in dozens of deaths 

There is also the problem of decastialisa 
tion of certain categories in the older ports 
which are not vet covered by the dock laboui 
boards Under the 1984 terms of settlement, 
the Abraham Committee was to examine the 
issue and propose a remedy, but in spite of 
several proposals submitted by the unions. 


no resolution is in sight Similailv, the 
Madras stevedores and clearing and for 
warding agents have been allowed to hold 
si/eable pools of piivate labour In 1980, by 
a tuimal resolution of the Madias Dock 
I about Board, ii was decided to merge these 
private pools into the Boaid pool, but the 
stevedores managed to evade the decision 
Even III April 1984, the all India strike had 
to be prolonged by several days, because the 
govcinmtni was liesiidiii to give a commit 
niciit in this icgard While the 1984 settle 
ment speaks ot “expeditious follow up 
action" tor merger ol the casual sections 
with the Madias Boaid pool the port con 
tinucs to witness tioubic In \ugiist 1985, 
the casual workeis launched a proliacled 
stiike and the leader-, ol tin Stevedores 
Associilioii ictaliatod by attacking and 
iiitimidatiiig woikeis and poll ollicials 
\\ilh the issue icmainiiig unsettled, the 
workeis launched an indcliiiitc strike liom 
Apiil 4 this voai 

House Rent MIovsdtKc o also an im 
pi'rtant aica ot contention as the lei ms ol 
settlement are being iiitcipreted dilferently 
by Ihe two sides i oi "stance, HRA for 
C alcutij and Madr.is had been fixed at 14 
pci cent lot 1984 8', 16 per cent for 1986 
and 25 pel cent loi 1987 Itowevci thcicare 
thousands ol Calcutta Pott Irust ((I’D 
employees who aic squattcis on C PI land 
on which ihcv have built niodesi huts These 
woikeis aic being denied HRA on grounds 
that the port trust is contiibutiiig to their 
housing, making them ineligible U>r HRA 
Before the 1984 scitleiiieiit, the ( P'1 was in 
fact charging them a rent ol between Rs I 
and Rs S foi the “latilily' A icniaikable 
instance of bureaucratic application of HRA 
lules IS the deduction bv port trusts of HRA 
lot those days when employees, due to the 
nature ot their job, ate forced to use port 
trust facilities lor sleeping oi lesfing after 
then work is ovti at odd hours at night 
Often this “taciliiv ’ is no btttci than a 
common domiitoiy' 

In a lesolution passed riccntlv t>y the lour 
Icderaitons ol workeis, it was pointed out 
to the govetniricnt that iiiidci ( l.iusc 24 of 
Ihe 1984 settlement, the obligation ol labour 
to bettei productivity bv IS per cent had not 
onlv been satishcd but over tultilled In tact 
foi Bombay, pioductivity of laboiii, calcu 
latcd fiom loading unloading lime tuin 
around of ships, berthage latc, etc, had 
increased in the last two years bv 29 per cent 
Ihus, while labour had kept its side ol the 
baigain, the poit managements and the 
government had reneged on nearly half ot 
the terms of settlement I he federations have 
thus served notice on the Centre that if the 
issues outlined above are not settled within 
a month, the unions will start serving official 
strike nonces from May is onwards, and 

liiiinrh a nalimi Ainkp in fiiru* 
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MAH4RA.SHTKA 

The Chandrapur Arrests 


BETWF.hN April 16 and May 1 there was 
an unprecedented police crackdown on 19 
alleged “lop” Naxalites in Chandrapur 
district of Maharashtra. Not only was the 
crackdown one of the biggest such opera¬ 
tions in the state, it also seemed to be part 
of a concerted anti-Naxalite offensive being 
carried out in Maharashtra, Andhra Pradesh, 
Orissa, Bihar and Madhya Pradesh. In the 
light of the recent Arwal “cncoiiiiiers” and 
the unfortunate history of police ill-treat¬ 
ment of political detainees that has been 
unearthed since the Emergency, the Bombay 
Union of Journalists sent a fitet- finding team 
to Chandrapur (v/a Nagpur) on May 10, 11 
and 12 to investigate and to get first hand 
information and verify how the law and 
order machinery was tackling the situation 
in this minetai, timber and tendu-ieaf rich 
region. This report is based on the findings 
of the team. 

The team reached Nagpur on May 10 and 
spoke to the office-bearers of the Commit¬ 
tee for the Protection of Democratic Rights 
and lawyers connected with the defence. It. 
Chandrapur the team met the DSP, Raj 
Kilnani, the inspector and sub-inspector at 
Chandrapur police station and the District 
Police head quarters and carried out a 
lengthy cioss-e.xamination. "Bvo of the 
accused. Susan Abraham and Krishna 
Reddy were also interviewed. That day and 
the next day the team also met lawyers con- 
neaed with the case, Eknath Salve, Bhagwan 
Patil and Sanjay Singhvi, as well as the Chief 
Judicial Magistrate, S S Barde. In Nagpur 
the journalists met for an hour the Nagpur 
range DIG, Subhash Malhotra (now posted 
to Aurangabad). Wherever possible “facts” 
reported by the various parlies were 
cross-checked. 


(IS) all members of a student organisation, 
the Vidyarthi Pragati Sanghatana, on 
charges of .sedition. 

April 26 and 27: Ramnagar police arrests 
four Swasthi colliery workers in Rajura, 
Udelu Mallya Mukamwar (40), his wife 
Malamma (30) Khajamian’Raj Mohanitxl (36) 
and Railungi Rajankopu (32) on charges of 
sedition. 

May 1; Rajura police arrests Chandrapur- 
Gadchiroli CPDR general secretary. Western 
Coalfields Ma/door Sanghatana general 
.secretary and lawyer, Chandu Patia Krishna 
Reddy (32) and Susan Abraham (27). fice- 
lance journalist, CPDR and NBS activist 
and law student alongwith sesen others, 
Milmd Baburao Telitimbde (21). Gautam 
Bhagidhar Sawant (22), Bhimrao Nar.iyan 
Shendc (20), Anjanniah Vaiprasad (34), 
Nanaji Govind Ghondge (22), Maruli Ki.san 
Dupare(22) and Vithal Tulsir.im Ghotmarc 
(24) 

According to Susan Abraham and Krishna 
Reddy they were arrested at Rajura while 
preparing for a May Day meeting. The DSP 
claimed that they had been picked up after 
the meeting. All weic charged wiili sedition 
and offence.s of abetment (124 15? B, 117 

and 109 IPC). Krishna Reddy and Susan 
Abraham were later implicated in the Jaya 
Chandranna case by the police as additional 
justification for extending the Police 
Custody Remand. 


b vidcnce cited by the police—copies of a 
“seditious” pamphlet in .Marathi, copies of 
revolutionary songs and singing of these 
songs. 

What particularly struck the team was the 
lighl-hcartcdness with which such a serious 
charge like sedition was levelled on the basis 
ol evidence of the tlimsiesi kind which 
would be utterly untenable in the courts. 
When the team pointed out the flimsy 
character of the evidence. DSP Khilnani only 
said that this was justification enough. He, 
however, admitted that he had no plausible 
explanation as to why Jaya and Chandranna 
should keep empty cartrtdges on their 
persons. In icsponsc to the journalists’ 
specific criticisms of both the evidential 
basis of the charges and the method of 
police opeiaiion, DSP Khilnani invariably 
responded with criticisms of Naxalile acti¬ 
vity III gcncial Ol examples ol Naxalite 
ciiininal behaviour, citing the Peoples War 
Group as the major offender in this region. 
1 his point is important because it reflected 
a certain bias evident both in DSP Khilnani 
and DIG Malhotra which helps to explain 
the repeated mi.susc of police aiithoiity in 
this and other cases invcsiigated. It would 
appear that to be a Naxalite itself was an 
admission of guilt of some sort, which ihcic- 
fore justified flouting ol basic legal norms 
when dealing with Naxalites In I act DSP 
Khilnani was not aware until we pointed it 
out to him, that the PWG is not a banned 
organisation! 

in the case of Jaya and Chandranna, 
extension of police remand was done thrice 
by going to the magistrate's house directly 
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Facts o) iiiLC.A.st. 

April 16: The entire sequence of arrests 
began with the apprehension by the Ram¬ 
nagar police of Ramanna. alias Chandra 
Tirumal Reddy (27) and Jaya, alias Laxmi 
Somanna (29). The two were charged with 
theft. The charges were subsequently drop¬ 
ped and sedition charges under section 
124 A and 153 B ol the IPC were icgistered 
against them. 

Evidence cited by the police—Sheets of 
revolutionary songs; empty cartridges; 
sleeping in the open and running away in a 
suspicious manner. 

The Gotidptmpri police arrests Baldev 
Sukhdeo Pathaic (24) of the Naujawan 
Bharat Sabha (NBS) on charges of sedition 
when he goes to seek permission to hold a 
public meeting. 

April 17; Chandrapur police arrests 
Bhimrao Kankanwar (21), Mogli Devian 
Kutakale (18) and Rajanna Raimulla Kotah 
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instead of presenting them in court This 
procedure, which makes it difficult for the 
lawyers of the accused to be present and 
which should only be resorted to in excep¬ 
tional circumstances was here adopted as a 
matter of routine Initially, on April 21 and 
22 Advocates Eknath Salve and Krishna 
Reddy (later to be arrested himseiO were 
denied access to the accused for obtaining 
the vakalatnamas 

There are 71 charges against Jaya and 
Chandranna in different police stations in 
Chandrapur and Cadchiroli districts, so if 
one set of charges is dropped the other will 
be taken up Thus we can be sure that they 
will be shunted from one police station to 
another, prolonging, their stay in police 
custody Even it none of these charges hold, 
the two are sure to be in police custody foi 
many months 

Fears were expressed in certain quarters 
that Jaya and Chandranna were or would 
be subjected to brutal methods of interroga 
tion We had no way of verifying whethei 
these tears were well grounded as the two 
were in the custody ot the remote Ftapaili 
police station in Gadchiroli In the case of 
Susan Abraham and Krishna Reddy, the 
lollowing points can be made The evidence 
cited for their arrest was, if possible, even 
flimsier than in the case of laya and 
C handranna It comprised copies of a 
“seditious" pamphlet in Marathi distributed 
among Swasthi coal field workers on May 
Day and copies of revolutionary songs, 
which according to DSP Khilnani had been 
sung According to the accused they had 
been ai rested aftei the distribution of 
pamphlets but before the meeting had 
begun, whereas DSP Khilnani said that they 
had been arrested after the meeting 

The team has had access to the objection 
able portion of the songs and found nothing 
in It to remotely justily such a serious charge 
In fact, the team pointed out to DSP 
Khilnani that the revolutionary songs were 
written by a cultural organisation called 
Aavahan Natya Manch which appeared 
singing such songs in the documentary film 
“Hamara Sheher” (Our City) directed by 
Anand Patwardhan which recently won the 
National Film award instituted by the 
Government of India* 

Pot ICL IRKLCjUL ARlTIFb 

Appaiently a number of procedural 
irregularities were committed in regard to the 
arrest, detention, interrogation and house 
search of the accused When Susan Abraham 
was arrested and put into the police van at 
Rajura on the night of May 1, there was no 
woman police constable present- a clear 
violation of the police code That very night 
she was interrogated again in the absence of 
a woman constable Subsequently, there was 
a woman constable whenever she was 
interrogated However, the DSP himself un¬ 
necessarily interrogated Susan Abraham 
after midnight Contrary to a report in a 


Nagpur daily, we were able to verify that 
there was no mental or physical torture of 
Susan Abraham, though there has been 
harassment, and serious irregularities 

A day alter the arrest Krishna Reddy's 
house was searched between 7 10 and 10 30 
pm Subsequently, a search was carried out 
at Susan Abraham’s house According to 
legal experts such r ight searches are carried 
out only in exceptional carcumstances where 
there is a legitimate fear that property may 
be removed, which in this case did not apply 
since both the accused were in detention 
Whatever the intention of the police, the 
searches were earned out in such an open 
manner as to cause grave damage to the 
reputations of Susan Abraham and Krishna 
Reddy m their respective neighbourhoods 
The accused have alleged that they were not 
aware of what had been taken from their 
homes and fear that much of the matciial 
in particular books and pamphlets worth 
thousands of rupees, will never be returned 

With regard to the others—all of whom 
at one point or the other, were charged with 
sedition and held m police custody—thev 
were subsequently transferred to magisterial 
custody fills Itself highlights the casual 
manner m which the grave charge of sedi 
tion was levelled Also, on the recommen 
dation of the police good behaviour bonds 
of Rs 15,000 were posted by the special 
executive magistrate In some cases, on 
further appeal, the bonds were reduced to 
nominal sums However, the end result was 
that most of the accused, coming from poor 
families, found if difficult to furnish sol 
vency certificates for the bonds At the time 
of departure of the team, only three accused 
had come out of custody The 15 arrested 
have suffered undue and unjustified distress 
—from false charges levelled against them 
and due to the difficulties they have en 
countered in getting out of prison 

f Ot UJSION UFIWEfcN EOf ICF 
AND lUDICIARV 

On the morning of May 12, the team 
visited the office of the chief judicial 
magistrate, S S Barde, who refused to allow 
them to persue the remand applications of 
all the accused He asked the team to get the 
permission of the district judge, G K Sawaye, 
though It was pointed out that remand apph 
cations were public documents and that he 
had no right to obstruct journalists by 
stipulating such a condition At one point 
Barde even asked a team member to engage 
a lawyer for the matter AH the while, the 
senior police prosecutor made it a point to 
be present and even answered some ques 
tions directed to Barde The district judge, 
on his part, refused to meet the team on the 
pertext that the high court had instructed 
him not to do so Again, it was the police 
prosecutor who conveyed the judge’s senti 
ments to the team We were, therefore, 
unable to see the remand applications and 
can only conclude that there appeared to be 


collusion between the police and the 
judiciary in this and other tesptets One 
lawyei of the accuscxl was adamant that not 
a single lemand application listed specific 
charges against those arrested and that they 
were only vague gcneiahsations and that this 
was the reason lor obstructing the team 

f)n returning to Nagpur on the alternoon 
of Mas 12. the team met the DIG Nagpur 
range. Subhash Malhotra and intorined him 
about Its findings In response to alt the 
specific and detailed ciiticisms, c g, on pro 
cedural irregularities and the unjustifiable 
manner in which sedition ch.iigcs has been 
levelled he said he would look into the 
matter This non committal gciicial res 
ponsc. however, did not prevent him from 
making, like DSP Khilnani be lore him, 
general criticisms ol Naxalitc behaviour, 
which however important as background 
information had no direct lelevance oi con 
ncction to the specific enticisms of police 
behaviour that we laised 

The bi.is of the DKi was cUaily evident 
when he claimed that one of the accused, 
Krishna Reddv, was delinitely a criminal 
because the couit itself had lodged a charge 
ol forgery against him I* had to be pointed 
out that Krishna Reddv could only be con 
sidcred a criminal if he had been convicted 
ot the charge and. barring this it there is 
to be any presumption it is to be that ol in 
nocence The verv fact that a senior police 
officer can make such a categorical state 
ment itself reflects the kind of attitude 
towards Naxalite suspects that is part of the 
very problem DIG Malhotra strongly lell 
that there was a strong nexus between the 
Peoples Wai Group and the Nagpur and 
Chandrapur CPDRs, which obviously in 
fluen^ed his judgment about activists like 
Susan Abraham and Kiishna Reddy 

In the light ol Its findings the team, which 
IS to picsent its report to the home sccrctaiv 
has demanded the immediate lelease of 
Susan Abraham and Krishni Reddy, who 
arc still in police cuslodv 
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OIL PRICES 

Stability Still a Long Way 

V K SrinUasan 


THL e\pei.ijtion that th«. OPFC meeting in 
Cieneva on April 15 will rewlve some essen 
tial questions to enable the oil market to 
mose towards stability ('it ‘Oil Market in 
tht Eighties Capers or Caliulation'’’ EPK 
April 19) has been belied After discussions 
for seven days, marked by dis ided opinions 
the OPEC concluded its 77th extraordinary 
meeting with the issue ol a communique that 
brought into thi open the divisions in its 
ranks and appeared to leave wide open the 
key issues of (i) overall production ceiling 
for OPtC tor the second quarter of 1986 
and individual member allocations, and 
(ii) bringing otticial prices of OPEC tiude 
into a closer relation to market prices On 
the first issue the operational decision was 
deferred to June 1986 and on the second the 
OPEf reference price was retained at $ 28 
per barrel with a declaration to undertake 
renewed elfort to maintain it 

A reading of the ofticial communique 
reveals that 

(i) Saudi Arabia Kiiwaii I AL, Qatar 
Iraq, Nigeria, Ciaboii Venezuela Ecuador 
and Indonesia (a 10 member majority) opted 
for a production ceiling of 16 3 mbd in the 
third quatter of 1986, and 17 3 mbd in the 
fourth quarter, to achieve an average of 
16 7 mbd, and to adjust their current pro 
duction to reach these levels 

(ii) Algeria Iran and Libya (a three 
member minority) proposed that OPEC pro 
duction limits should be set at 14 mbd, 
14 5 mbd and 16 8 mbd in the second, third 
and fourth quarters of 1986 

(III) Formation ol a group of OPEC 
ministers fiom Indonesia, Kuwait Nigeria 
Saudi Arabia and Venezuela was decided 
upon to make the necessary contacts with 
non OPLC oil producing ^exporting conn 
tries so as to secure an agreement on joint 
effort to stabilise the market 

(iv) fhe association ol five non OPEC oil 
producers Angola Lgvpt, Malaysia, 
Mexico and Oman with the OPEC meeting 
resulted in an agiecment on the common 
objective of supporting the oil price struc 
ture with a view to gradually restoiing the 
market price to the level of the OPEC 
reference price of S 28 per barrel and for 
securing the co operation of other oil 
producing countiics 

(v) A conference would be held on 
June 25 at Briom, Yugoslavia 

The response to the communique has been 
on the expected tines Venezuela whose oil 
minister, Arthuro Hermandez Onsanc, is the 
current OPEC President, welcomed the dea 
Sion as one favourable to all the thirteen 
members of the OPEC and particularly 
welcome to Venezuela, in acute need of 


additional revenue, in view of a marginal 
increase of 30,000 mbd over its current quota 
of 1 55 mbd The Indonesian oil minister 
Subioto. who had put up proposals fot a 
ceiling and country quol^ durmg the March 
and April sessions, expected (hat the deci 
Sion should have “a positive effect on the 
market because the proposed ceiling was 
lower than OPEC’s current production of 
17 mbd" The view of the recalcitrant Iran 
came Irom its oil minister, Ghulam Reiza 
Agar/adeh who indicated that the organisa 
tion should have adheied to the conclusions 
of the March session that output in the 
second quarter should be about 14 5 mbd 
as against the ceiling of 16 mbd agreed in 
October 1985 and the production of about 
17 3 mbd in the fust quarter of 1986 

The differences in the approach of the 
majority and the minority should be seen 
in the light of the International Energy 
Agency’s revised estimate in April indicating 
that the demand tor OPEC oil in the second 
quarter of 1986 would be 15 8 mbd The pro 
duction estimate for the first quarter was 
revised upwards from 16 8 mbd to 17 3 mbd 
on account of higher than anticipated pro 
duction by Kuwait and UAF lEA appeared 
to suggest an OPEC production cut ol 
1 5 mbd and OPEC otficials also appeared 
to have placed before the March session an 
esiimatc of 14 95 mbd (see Table) 

The production ceilings lose significance 
in view of lack of unanimity and in the 
absence of agreed country wise allocations 
The Iraqi oil minister, Qarsim Hassar Taqi, 
has indicated that Iraq would not cut its 
output of about 2 mbd (compared to its 
quota of 1 2 mbd) Reports emanating from 
Cieneva in March, when OPEC members had 
adjourned for ‘consultations with their 
respective governments”, had suggested that 
OPFC members had agreed on an output 
ceiling of 14 5 mbd foi the second quarter, 
though there was no agreement on the 
quotas to be allocated to individual 
members Saudi Arabia especially was 
reluctant to accept a quota of 3 76 mbd 
thereby stalling a decision The Saudis had 
mooted a production ceiling of 16 million 
barrels per day 

We had indicated in these columns 
(April 19) that a price of S 18 to S 20 per 
barrel and an output ceiling of 16 to 17 mbd 
could well be on the cards All that is clear 
IS that the average for 1986 will be 16 7 mbd 
1 he eflect of a supply surplus on oil prices 
can only be seen later Sheikh Yamam, the 
Saudi oil minister, has agreed that "there is 
about 2 to 3 5 mbd of excess oil in the 
market’ and that a voluntary output reduc¬ 
tion by OPEC members of 1 mbd will be 


needed He has further said that any con¬ 
tribution in the form of output cut by non- 
OPEC producers would not be added to the 
OPEC quota, but would be "kept off the 
market” Yamam views the OPEC output 
ceiling of 16 7 mbd for the year as an affir¬ 
mation of the policy of seeking a fair share 
of the world oil market and OPEC's con¬ 
fidence in obtaining this by fonnng a price 
war on the non OPEC producers Rene 
Ortiz, who was OPEC’s Secretary General 
duimg 1979 81, has mentioned that the pro¬ 
duction of quota set in 1983 had failed 
because it was based on unrealistic estimates 
and that any production quota must be 
supported by production cuts by USSR, UK, 
Norway and Mexico, il it is to prop up 
market prices 

II 

Prospects of Non-OPEC 
Co-operation 

\N hile the keenness of OPEC for secur 
ing the CO operation of non OPEC pro 
ducers has been evident, the appointment of 
a delegation of icpresentatives of Indonesia, 
Kuwait, Nigeria, Saudi Arabia and Venezuela 
ro make necessary contacts with non OPEC 
producers should help m the oil markets 
acquiring some ptiise it not stability Of the 
non OPEC producers, five countries, Egypt, 
Mexico Malaysia Oman and Angola 
appeal to have appieciated the need foi 
some son of co operation and even parti 
cipated in the first session of the Geneva 
meeting But their response to the OPEC 
suggestion for a 20 per cent in their produc 
tion has not yet been translated into an 
operationally acceptable plan Though 
Mexico faces a huge debt of S 97 billion and 
requires oil revenues, it had declared that it 
would participate in the Geneva meeting and 
also consider output reduction Mexico had 
stepped up its production from 1 63 mbd in 
1979 to 3 mbd in 1982 and produced on an 
average 2 5 mbd in 1983 and early 1986 The 
above mentioned five producers account for 
about 4 5 mbd Algerian oil minister Bel 
Kacem Nabi had observed in the later stages 
of the March discussions at Geneva that he 
was "pessimistic about OPEC, not non- 

TSBI l AVfcRAt L PROOlCTION OS CRODF OIL 
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18 94 

6 69 

1983 

17 50 
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1984 

17 03 
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1985 
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OPEC, countries reaching an agreement on 
output cuts” 

It IS clear that stability in the oil market 
will require not only concert among OPEC 
members but also co-operation of others like 
Great Britain and Norway, the North Sea 
producers, who have been actively stepping 
up their respective shares of the oil market 
Great Britain increased its production level 
^rom 1 6 mbd in 1979 to 2 12 mbd in 1982 

^ maintained a level of 2 S mbd in 1985 
while Norway had stepped up its output 
from 0 38 mbd in 1979 to about 0 5 mbd in 
1982 and further to 0 9 mbd in 1985 

The attitude of UK is especially important 
in that North Sea output is far above its own 
requirement and is increasingly replacing or 
competing with OPEC supply on the con 
tinental market In early February, UAE 
minister Mana Saeed El Otsiba had called 
on the Bntish energy secretary, Peter Walker, 
to put across the OPEC viewpoint that 
Britain could contribute to the stabilisation 
of the oil market by cutting its present oil 
output of 2 5 mbd The British response, 
according to press reports, was that OPEC 
Itself would have to cut its output, thereby 
easing the downward pressure on oil prices 
without Britain having to lose revenue by 
CO operating with the organisation I^ter in 
the third week of March, even as OPEC 
members were discussing the oil market 
situation. Chancellor Nigel Lawson came 
out with a clear statement in his budget 
speech on March 18 “There is no question 
whatever and never has been any question 
of UK cutting back its oil production in an 
attempt to secure a higher oil price There 
IS no overall UK interest in keeping oil prices' 
high The oil price fall would be bene 
ficial for the industrialised world as a whole 
and even tot the UK What we gain on the 
swings should, over time, more than offset 
what we lose on the roundabouts” The 
budget’s revenue estimates for 1986 87 and 
1987 88 had assumed that North Sea oil out 
put would be 127 million tonnes, i e, pio 
duction would remain at an average of 
2 5 mbd, though the price assumption was 
different As aga nst $27 per barrel assumed 
in the revenue forecast made in the 1985 86 
budget, the oil price has been assumed at 
S 15 per barrel and its implication stated in 
terms of a fall in the contribution of oil to 
the total revenues of the government, ftom 
the previously estimated 9 7 per cent to 7 2 
per cent in 1986 87, from 5 7 per cent to 2 4 
per4«M in 1987-88 and from 4 8 per cent 
to 2 3 per cent in 1988 89 The British 
Treasury has estimated that every one dollar 
drop in crude prices below $15 would reduce 
400 million pounds from the current year’s 
revenue estimate If the price falls below $10 
a barrel, the output assumptions would have 
to change for the viability of production at 
such prices could itself become an issue In 
other words. Great Britain was not only not 
willing to talk terms with OPFC but was 
prepared to do its sums independently with 


assumptions ot a puce ol $ 1^ pci barrel and 
output of 127 mn Uinnts pei vcai (2 ^ mbd) 
and was willing to estimate the revenue lud 
output implications of a tall in pi ices to !sl(l 
a bairel At that i riee evetv one million 
tonnes cut from the targeted 127 million 
tonnes would eiii revenue b) 5S million 
pounds, not a frightening pieiure 

1 he case of No way was not that e.isv m 
that half ot its revenue from exports come 
from oil and the contribution of t«l to govern 
mental revenues s also laigei th in iii the ease 
of LIK At the same tune Norw ly eoiild not 
overlook the prospect ol leviv il ot the 
toituncs ot Its depiessed shipping iiidiisiiv 
and Its enginectiiiv turns in e tse lowei oil 
prices stimulated mdustiial utiviiv I In 
latest rcpoits indicate a stiike bv Noiw iv s 
oil workeis .ind a serious suppiv iiiteiiuptioii 
wtth a marginal impact on the iniiket 

Ihe output ot tile loniiiuimst eountiies 
has been in the i imic ol 14 to 15 mbd (71 
this, the output ol L SSR is substantiallv com 
nutted to Its ovv n needs and the C OME( UN 
eounirits with supply prices dependent 
upon a moving live veai .iveiago ol wot Id 
pri es and some pait going towaids baiur 
deals with other countries But oil market 
developments an not without interest to the 
Soviets lot both eeo lomic and geopolitical 
reasons It has been estimated that in recent 
sears ncarlv thiee fourths ot the haid 
eiitrcncy earnings c ime trom oil and gas 
sales to Western countries Soviet gas suppiv 
IS coveted by long term aiiangements But 
problems of pnidueiion and declining pi ices 
had already tcduecd Soviet pressuie on the 
oil market in late 1985 It has been estimated 
chat with every one dollar fall in the price 
of oil, the Soviet Union could lose about 
$ 550 million 111 h.iid euirenev and that the 
levenue shortfall in the cuirent seat could 
be to about three to five billion dollars \n 
indication of Soviet thtnkiiig is available 
trom the view expressed m Pra\da that the 
puce war is the latest offensive in a plan to 
weaken and split the OPEC In Februaiv 
OPFC representatives had gone to Moscow 
and one may assume that the Soviets will 
as thev did in 1981 provide at least maigmal 
relief to the OPIC producers 

ViLWsor Major Oil CoNst mirs 

I he attitude ot the oil consuming nations 
is generally reflected by the Pans ba‘-ed 
International Lnergv Agency whose mem 
bers include US, Britain, lapan ^ustralM 
Canada and filtecii Western Furopean 
governments Having been set up as a 
counter to OPIC IE A is Irequently des 
cubed as an agenev with a vested intetesi in 
raising the spectie ot an energy crisis Its 
Director, Helga Steeg, had however adtnittcd 
that falling oil puces “have a positive impit 
cation for all our economies and for all oil 
importing countries” and ruled out eo 
operation of lEA members with OPI ( in 
production curbing policies Developments 
in the oil market, however, have been so 


precipitate that important oil importing 
eountiie*s like West Ciennany and lapan have 
chosen to plav a verv cautious lolc in 
detining then individual positions 

fhere h is been a dramatic turn about in 
the lesponsc i>r the Kcagan administration 
to oil inaiket development When the otl 
price til ,t leitistered a sharp tall in the last 
week ol Uiiuaiv the US tticigy secietarv, 
lohn llaiimgton dedated that lower oil 
prices weie eood news lor the American 
eonsuiiurs and outsianding news for the US 
iiidustiies which aie trying to compete 
woildwide’ In a direct icleience to the 
interest ot Attieiiean banks in loans given 
to I atm American oil c'xpesrters, it was slated 
that the L b was .lot planning to prop up oil 
piiccs in order lo stiengtheti the debt 
buidcned Mtxiear eeonomy, though the US 
was working closely with Mexico as well as 
the IMI and private banks to prevent a 
Mexic III tinaiieial collapse as a result of 
Idling oil pi ices US media generally 
welcomed the Oil price fall as a stimulus to 
eeonesmie growth and a positive help towards 
leductioii ol the US budget and trade 
deficits But as the price tall continued below 
$ 20 a barrel and lell alter March 24 to lower 
levels and the etude lufr's market quota 
lions lor delivei v m Mav lune and July went 
below S 10 a band the iniplieations of low 
otl pticcs foi the small producers in Texas 
and Oaklahoma the likelv pressure on the 
banks which had lent substantial sums for 
oil exploration and pioduction .iciivities and 
tor the local employment situation in the oil 
prcHlucing US states came to be highlighted 
The turnabout m olficial US views came in 
the lust week of April at a press conference 
ot Vice President Cieorge Bush with an 
appeal to Saudi Arabia to push the price 
back to $ 18 per barrel which was followed 
bv a visit to the Gulf States 

I atci President Reagan told the American 
Society ol Newspaper 1 diiors that while 
plummeting oil prices had helped many 
Americans they had been a hardship for the 
domestic oil industry and hoped that “this 
whole thing will stabilise verv quickly ’ The 
American interest in m oil price tioor was 
spelt out by Vice Piesident Gcoigc Bush 
who said that it the oil puces stabilised at 
less than $ 12 a barrel, the US government 
might have to protect the country’s financial 
interests 

While the tuinabout in US opinion was 
significant the prospects of an accord have 
bci n unproved by Japanese efforts Im 
mediately alter the OPIC ministers ad- 
lourntd the it meeting in the third week ol 
Match, Miehio Watanabe, fapan’s minister 
tor international trade and industry, an 
nounced m Tokyo that he had called tor a 
meeting ol cneigy ministers from oil 
consuming countries to discuss ways of 
stabilising world oil prices and promote a 
consensus among oil consumers that their 
governments should act to prevent wide 
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swings in oil prices The disclosure that 
Waiambc was scheduled to \ isit Saudi 
Arabi 1 in I lie \piil md fire it Britain 
sonictiinc I lut w is sulficiciit induation ot 
H globil concern (oi cirlv itstontion ol 
stabilitv rile lapincsc depend cnormousls 
on imported crude »nJ should welcome the 
oil piict fill as It imptosed the shoil letin 
linaneni prospeetc tor the Iipaiiese retiniiif' 
indusiis ind ilso iinprostd the prospti ts it 

PKK I S 


the petrochemical manufacturcis But at the 
simc t me the I ipaneee cannot overlook the 
f let the value ol the sen h is gamed bs some 
hi 1 cl cent since June last at d reports that 
ihc III pieidiicing countries wcie show me a 
t rclcrcnce lor holding their re sc ves in sen 
lipinest pcisuision mas veil cans more 
weic'hi than the admonnions ol the I S 
eovernment oi the onlioi iiionisi [lolicv ol 
the British p ivern ii ni 


Hard on Essentials 


Ol RINfi the tiscil \eir 19S*i 86 the 
wholes lie puce indes leglstered on a pcnnl 
to point basis in ineiease of 1 7 per cent 
the lowest use leeorded since 19S1 82 when 
the pi lee use vv is onlv 2 4 pel cent (7 ible 1) 

1 he luthoriiies claim credit lor the appateiit 
success 111 eont lining inflition by timelv 
inipoits ot sug 11 itid edible oils ind streng 
tliening ot the public distribution system 
etc \s highliehted in these columns 
(Dteembei 21 198^ md Match 12 1986) 
although these me isures might have helped 
to some estent in moderating the infla 
tionary pressuie it is the decline in ihe prices 
of indusiinliaw m iteiiils (cspeei illv fibres 
like I ivv cotton inel i iw jnte) b\ 9 6 per cent 
vvh eh contiibuted in i sigiiilietnl meisuie 


to the deceleiation in the laie ot use ol the 
geiieril price level 

IXpending upor the lean and peak 
mirketing seasons tor igricultural com 
inodities thiee phases in movements in the 
piiee indices m iv be diseeined during a 
liseil veai Ihe lirst phase exi nding from 
end M iieh to mid August consisting about 
19 Ol 2(1 Weeks experiences a rise in pi lees 
I his IS usually followed by a declining phase 
of 20 weeks till end December In the last 
phise prices tend to rise agiin Predictably 
prices ot commodities subject to control 
lem lined as an exception to this pheiio 
intnon Movements in wholesale prices 
ph 1 st wist foi the past three years arc shown 
in lible 2 I ollovving lilt iisml pattern the 
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wholesale pi ice index reached its peak by the 
first week ol Augus' 198*i At 'hts level the 
index recorded a lower increase of 5 7 per 
cent is against 7 6 per cent in 1984 8S and 
6 9 pci cent m 1981 84 The major contnbu 
tion to the use tame from wage goods which 
contributed about 90 per cent to the pnet 
rise In the second phase when pnee declined 
hy 2 7 pet cent vsage goods contributed 
about 96 per cent to the decline Prices of 
indusiiial nw matciials recorded a fall in all 
the three sub periods But for administered 
piices which went up bv 1 9 per cent during 
the period because of the marking up of 
pi lees of some commodities like cement 
non and steel and non ferrous metals etc 
the iiencral pi ice index might hive lallen 
more sharply in the second phase 1 he rise 
in the price index which characterised the 
last phase was influenced by all groups 
except industinl taw materials (Tabic 2) 

To take the year as a whole the increase 
of 3 7 pet cent in the wholesale price index 
m 198^ 86 was lowei than that ol 7 6 per 
cent in 1984 8S Importmt fibres like raw 
cotton and taw jute which were ruling high 
last ycii steadily declined throughout the 
year Prices of raw eotton declined by 28 9 
pci cent as complied with a small fall of 
4 6 per cent last year due to two sueccssive 
good ciops ot cotton in 1984 85 and 
198^ ''6 Comfortable supply of raw jute 
following bumper production of II 4 million 
baits as against 8 niillion bales in 1984 85 
brought down Ihe puces of raw jute by 71 6 
per cent in 1985 86 Prices of oilseeds 
recorded a fall ot 4 3 per tent reflecting the 
downtrend in pines of copra by 261 per cent 
consequent upon a good crop ot coconut 
The increase in the index fot essential wage 
commodities was 6 6 per cent almost the 
same as that of last year and contributed to 
the extent of 68 per cent to the rise in the 
general price as against a much lower contn 
bution of 32 per cent in 1984 85 Despite 
iccord production of nee (62 million tonnes 
as against 5g 6 million tonnes tn 1984 85), 
price of rice rove by 4 4 per cent compared 
to a fall of 0 8 per cent last year Wheat 
prices accelerated by 16 9 per cent though 
wheat production was at a record level of 
47 million tonnes compared with 44 2 
million tonnes last year Coarse grains like 
jowar and bajra whose production was 
affected by drought m the major producing 
areas also experienced price rise (Table 3) 
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Fruits and \egetables flared up hv 19 ? per 
cent as compared with 111 per cent last \eai 
mainl> due to increase in puces ot pcitaiocs 
and bananas Pikcs I'f sup u accelerated bs 
211 pet cent inainis 'lt4e tc> short I ill in 
suppK C onsunipiioi) dmiand ot sugai 
during the scat was about 82 lakh tonr>es 
which suipasscd the pioduction level ol 62 
lakh tonnes liiduious telecse of sugai lot 
the public disriibiitiiin svstcin tioni the 


buHei Clock wheh was rtuilorced b\ 
impo is, tlso V IS 1 , ,i able tc> niitiea'c the 
positiu' 

( niniliodilv I HI ips subject to pnec con 
'rot , se bv s t j, ij,,^ 

iceollltipe c'U isi seal 1 he ceval j iiei 
ssas lai'cd ii' 1 "III (IS 1986 to me( I the 
escaUtloi 111 cost e)l inoduclion Ihcgosciii 
ilulil itsisccl I'w iiiitois reta’l puces ol 
Ititiliseis III laiiiuiv 1986 icsultine III cseal I 


tion tsi puces of tcitihscis bv 10 1 f^"^ent 
Pcriolcuni pioducts went up bv 2 7 per cent 
li'llowinp the hike in prices of petrol, 
keiosciic gis etc, in Fcbruais 1986 Decline 
111 the pines of jute and cotton textiles bs 
•41 1 pci sen* and 0 4 pet cent, respectivels, 
dijiiiit’ the sc 11 helped to bung down the latc 
o' giosvtli II prices ol other manufactured 
P'oJiiets to 1 I pel cent duting the >ear as 
compiled to per cent last sear The 
Jcceleiaiion in ‘other manufactured pro 
■tiicis also helpeif to bung down the rateot 
giowih ot general prues 

C-onsuiiKi prices ssliicli lose at a slowei 
pace than wholesale prices in 1984 85, 
oul'tiippcd the laiici III 1985 86 The taster 
use in 'he coiisiinier price indes was brought 
about bs commodities like riec, wheal 
eoaistf grains tut dal, potatoes, onions, 
bananas etc Mthoiigh the above mentioned 
connnodittes ate included in flic coinpuia 
non ot consumer piicc s as well as wholesale 
prices the dccclciatioii in svhe'lesale price 
index was ?s noted cailier, due to a fall in 
prices of indiisfrial riw niateiials and a 
sniallei use in ‘other manufactured products’ 

I he consumei price index in 1985 86 
(upto Icbruais 1986) flared up by 8 per cent 
as comfia'cd to 5 pci cent in 1984 85 and 
a niueh giowih ate ot 4 9 per cent (monthly 
IK raged 111 the wtiolesalc price index Prices 
It wage goods also registcicd an inciease ol 
the same magnitude as the consumer price 
iiidts 'll '9hS Hf tlibie 4) 


Iruuhoflw l,ui 

TKIWHiriS, promoted bs \niloige 
Indiistiics ot Kakiiiiiai I iidiand Makar 
Ciioiip in association with S ( Puiiwani, a 
non resident Indian residing in the I'K, is 
selling up a pioicct lor manufacture of 
automobile and tiactoi wheel rims at 
Faridabid in Harsana The project is 
estimated at around Rs 15 crorc which is 
one hall of the cost ol a new project ot 
similai capacits being pininolcd bs oihci 
cnticpreneuis The cost ol the first phase, 
as appraised by the Imancial institutions, is 
Rs 5 crore The financial institutions and 
State Bank of India base sanctioned term 
loans of Rs 2 62 cioic the prornotcis are 
hiingiiig 111 Rs 1 18 ciorc bs was ot tijuiiy 
participation out i>f which Rs 90 lakh is 
licni \nitoige and Rs 48 lakh approxi 
ni itels tiimi the NRI paifnei towaids the 
cosi of ihc recoiidiiion plants iinjiortcd from 
lulls I uitlici, Rs 1(X) likh is being laiscd 
ihrougli a public issi» ol ten lakh cqiiitx 
shaies of Rs 10 each it pai f)iii ol this 1 50 
I ikh shaics hast bet ii leserved lor pitfeicn 
I jl illi>tiiuiii I" NRIs liii lalK tin com 
pitiv will in iiu'l 11 line !i leliii S'heelriiii' It 
llsv' Ills pi Ills t V ' ike up nuniifacUiie ol 
wlicils liii 11 \s and IS iw iiiing elcaiaiicc 
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PERSPECTIVES 


Third World Women’s Cinema 

Notes on Narrative, Reflections on Opacity 

Suftie Tharu 


THE whole question of women’s cinema 
poses several very intricately knotted pro¬ 
blems that I believe may have vital implica¬ 
tions both for theory and practice Feminist 
activists, and that includes activists in the 
field of cinema, are often suspicious of what 
are perceived as abstractions that deflect our 
attention from the immediate, pressing pro¬ 
blems of exploitation, domination and 
expropriation. The impatience is more than 
justified. Too many abstractions that claim 
universality have not only focused exclusive¬ 
ly on upper class, male, perceptions and 
experiences, they have created such an 
orchestrated din it has been impossible for 
women to attend to their own experiences 
or formulate their own questions. However, 
time and again in the workshop sessions at 
the Festival of Women’s Films in Hyderabad, 
we seemed to come back to questions that 
could usefully be probed more theoretically. 
The idea is not so much to untangle what 
are very complex social and aesthetic knots, 
but to loosen the threads and make their 
structure more accessible for considered 
intervention. I do not think it is possible, or 
even necessary to provide a directive to Him 
makers or a normative paradigm for critics 
and viewers. But it should be possible to 
promote a subtler, more finely tuned 
understanding of what is at stake in third 
world women’s cinema. 

II 

At almost every turn we are confronted 
with the problem of narrative. An understan¬ 
ding of the many-layered operation involved 
in narrative realism will take us a long way 
towards understanding why women’s issues 
are invariably recuperated, not only by 
popular firms, but also by cinema that 
attempts a radical or progressive statement. 
Hike realist film, for instance. All documen¬ 
tary and most feature films that are made 
in India today come within the scope of this 
genre. Such films operate by creating a 
“reality effect”. They reinforce the feeling 
that what we are watching is (uncensored) 
reality itself. Yet it is not difficult to show 
that what we take for reality, or even nature, 
is actually a construct. This is so both in film 
and in our everyday worlds. Consider for 
instance the structure of realist film. Such 
works invariably open onto an enigma or a 
lack. The normal order is disrupted. A crime 
has been committed, a child/lost or found, 
a (king’s) daughter has to find a husband, 
a landlord’s authority has been questioned. 
Or, if we move closer to the specific subject 
under discussion: a woman has been raped, 
a daughter-in-law has died, a husband has 
a lover, Sulbah breaks away from the family. 
Kamala comes into one. Very often several 
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such disruptions are woven into a single plot. 
The story then proceeds via a series of 
elaborations that establish and complicate 
the original disruption, towards a resolution, 
where the old order will be re-established, 
or modified slightly to accommodate new 
elements in some acceptable way A major 
function of the process is to raise our 
anxieties in relation to the disorder in such 
a way that we look forward to, and welcome, 
almost with a sense of relief, the resolution 
or the closure. Thus, the murder will be 
“solved”, the lovers united, the threatened 
family unity re affirmed and so on It is cleai 
that such plots are, in their very design 
domesticating devices. 

As fictional or filmic narrative becomes 
more sophisticated it draws on other less 
visible but more powerful techniques. Prin¬ 
cipal among these is what George Lukacs' 
described more than 50 years ago as the 
ongoing control maintained by a narrative 
perspective that will resolve the problem 
raised by the plot. It is not necessary, in fact 
it rarely happens, that the resolution comes 
only in the events that signal closure: the 
embrace, the handcuffs, the smdhoor, the 
gun shot, with the music at cre.sendo. 
Closure, Lukacs demonstrated, was implicit 
in the way the narrative leads us in to ex¬ 
perience and interpret what it chooses to 
show us. Not always are we conscious of the 
direction such a narrative provides. In fact 
when it is most successful, the reader/spec¬ 
tator actually believes that she/he arrived 
independently at an interpretation which in 
turn, is experienced as arising from un¬ 
mediated reality itself. In other words, the 
structuring that this controlling narrative 
effects is invisible, or to use the more 
technical term, transparent. Its products ap¬ 
pear to us as “facts” or “nature!’ The reaf¬ 
firmation of order is achieved so subtly that 
it seems to us to work with the logic of 
reality itself. 

In film this controlling narrative works 
through several devices. A close-up will 
require us to attend carefully to detail, or 
indicate that a character is important for the 
story and we should take note of his/her 
expression, features, etc. Invariably the shot 
will be composed in such a way; frame, light, 
camera angle, lens, that it will determine how 
we feel about the character and what we 
expect of her. Often close-ups and music 
decide which of the characters we will iden¬ 
tify with, although this effect is equally 
strongly achieved through the camera angle. 
It is therefore important to ask, whose eyes 
are we seeing things through, or who does 
the omniscient camera regard as the centre 
of the action? One of the most subtly 
developed of the cinematic techniques used 
to promote specific responses and create a 
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coherent narrative perspective is montage 
Montage creates associations, makes meta¬ 
phoric statements and tells us what a mood 
might be. It is very commonly used to 
indicate symbolically what a person might 
be feeling, just as flashbacks are used to 
bring into focus precisely these aspects of 
the past that the plot needs for its develop¬ 
ment. To add to al> this we have the music 
which creates expectancies, establishes 
moods and often tells us exactly how to 
respond to what we see. Techniques of con¬ 
tinuity editing reinforce the impression that 
the filmic construction is actually a seamless 
reality 

In order to grasp exactly how the domi¬ 
nant narrative works as a domesticating 
device we have only to make one more con¬ 
nection. The movement of closure is the 
point at which everything “falls into place” 
or becomes intelligible to the spectator. But 
intelligibility in the course of the story is sus¬ 
tained by the narrative perspective which 
keeps the spectator constantly on the track 
that leads to the resolution. As Lukacs puts 
it. the resolving perspective makes the 
reader/spectator feel secure, “at home”. The 
order that was threatened when the story 
started is thus reaffirmed, not only in the 
closure of the end, but in a continuous 
process in which the spectator is gently 
"educjted" into the ways in which meaning 
IS searched, connections made, solutions 
Jound within the order that is to he re¬ 
established. We are not simply givers an 
“image” of what is established in the resolu¬ 
tion. As readers or spectators we are trained 
into making the kind of meanings required 
for the resolution in which we feel “at 
home”.’ In fact it is this dominant narrative 
perspective that is real source of unity for 
the story as a whole. 

Further, and here lies the crux, it becomes 
possible, using this device, fix or congeal a 
verbal or perceptual world which, though 
itself ideological, is normally in flux. The 
contradictions that fissure our worlds only 
appear within such films “in a form which 
provides their imaginary resolution, or better 
still, which displaces them, by substituting 
imaginary contradictions, soluble within the 
ideological practice of religion, politics, 
morality, aesthetics and psychology!’'What 
this implies is that if we read along the grain 
of the work accepting its unity, or autonomy, 
as both realist form and much traditional 
criticism requires us to, we are only accom¬ 
plices to its ideology. The spectator subjec¬ 
tivity put at risk by the disruption and re¬ 
affirmed into coherence, some theorists sug¬ 
gest, is precisely the one designed to re¬ 
produce a dominant ideology. Needless to 
say, this ongoing coherence that trains the 
spectator into a culture has a recuperative 
force far greater than that produced by the 
fanfare of the end. In fact we may, and often 
in art films we do, have an “end” that docs 
not apparently opt for an easy resolution, 
that seems to leave things open. This is possi¬ 
ble only because in these plots the whole 
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work of closure is done by the dominant 
narrative: 

There is another dimension to the ques¬ 
tion of narrative that we must explore if we 
are to understand how it often works to 
undermine (re)-articulations achieved with 
great effort and at great cost by the women’s 
movement. The filmic (or fictive) structur¬ 
ing of the narrative that we discussed in the 
last paragraphs is actually a second-order 
structuring. It draws on objects, events, 
beliefs, moods, associations in oui everyday 
worlds using them as ready made bricks out 
of which the more elaborate architecture of 
the film is fashioned This may be done at 
a very crude level, as it is m many popular 
movies the villian will be dressed in black 
or be ‘ugly’ by conventional norms He will 
smoke, drink, gamble and drive a last car 
More recent films are more sophisticated In 
Yudh, for instance, it is the world of nature, 
of blue skies and open air, of flowers and 
horses that is associated with the hero who 
IS a policeman (he maintains order), while 
dark underground interiors, plushl> uphol¬ 
stered in red leather and filled with deformed 
creatures, symbolished by the mechanical 
movements of machinery, mark the vilhan 
The spectator meets him as a black boot that 
presses down with determined precision on 
the smooth, steel grey accelerator in what 
IS obviously an elaboiate Amcru an car 
For women this presents a very difficult 
problem What might appear a simple thing 
open air and clear blue skies -nature itself, 
instantly turns into culture when the camera 
pans onto a (young) woman who tries to 
walk through it alone But the tougher pro¬ 
blem arises, precisely because our everyday 
worlds arc designed (they do base an 
architecture) in such a way that women’s 
labour (in fact, often, their double burden), 
their friendships, their spaces, their time, 
their art, iheir knowledge, the strategics of 
their rebellion and survival is either invisible, 
or distorted and devalued lo use a lathei 
clumsy analogy, when a film uses elements 
which are part of an everyday world where 
women are obscured, to build up a plot that 
deals with a woman’s issue, it is almost like 
trying to speak using letters, not sounds An 
example will help—and I’m going to use a 
longish extraa from Jabbar Patel’s Umhartha 
(The Threshold) I deliberately chose this 
senpt because Umbartha has been acclaimed 
as a woman’s film * 1 also think there is a 
sense in which the film maker genuinely in¬ 
tended to deal with a woman’s issue and to 
an extent, succeeded Now the sequence 
The credits in reverse on a black background 
Suibha’s home An old style bungalow on 
spacious grounds with a lawn in front of ihe 
house, fringed with tall trees Sulbha sits 
alone on a cane chair in the middle of the 
lawn 

The flowers in the gaiden around the lawn 
Music begins on a closer view of Suibha’s 
profile Camera moves to the left slowly, till 
It faces her She is staring in front of her 
thoughtfully. 

The plam trees that fringe the lawn 
Another view of Sulbha. She leans back on 


the chair and looks up, still pensive 
Suibha’s mother comes out to the porch 
whcie the car stands waiting for her Her sons 
and 'heir wives call her Nani, a term of 
endearment, instead of the mure usual Aai. 
which stands for Mother in Marathi ith 
her IS her secreury, Deshpande, and hei elder 
son Mohan's wife, Maya She talks as they 
walk up to the car 

Nani I’ve yet to get the accounts of the 
Harijan Ashram, Deshpande 
Deshpande I’ll have them ready for voa 
within a dav ot two 

Nam And what about the vacaiuv tor a 
technician in the Blood Rank’ 
Deshpande 1 shall see to it 
Nani Oh yes, and 1 have also spoken 
to the Minister this mornine over 
the ttlephoiu about the tnstitution 
for thi handivapped (She enicis the 
cat) 

Deshpande I hat is good 

Sulbha sits in iht lawn, absent miiidediv 
toying with hei glasses Her mothei in law 
and Maya can be hcaid talking in the back 
giouiid 

’Vlas I (oil) Should I send you sour lunch 
'oday, Nam’ 

Nani (oin No 111 make somi airaiigc 
mcni fot nivsclf todav Send Ram 
her liimh 

Maya stands neat the car 
Mava Yes, 1 shall 

I he car moves away down the driscwav 
In the distance Sulbha is seen sitting with hei 
back to Ihe camera Maya goes right, and out 
of Ihe frame fht camera closes in on 
Sulbha, who rises from her chair and stalls 
moving awav Sulbha moving among the 
trees of the garden The cameia moves with 
her to the left She stops with her back to 
the canieta, looks aiound, then starts moving 
again ' 

The parameters of this investigation are 
quickly established We “read" the elements 
in the fiame quite easily old-style bungalow, 
spacious grounds, sits alone, middle of the 
lawn Montage the flowers Resulting 
equation Sulbha is (only) decorative like the 
flowers I he next shot establishes hei 
boredom, her wanting to escape The palm 
trees are like prison bais I don't think I 
need to go on in much more detail How 
evet, by establishing the “problem" in 
terms of these conventional counters, a 
woman’s imprisonment in the housc/family 
and her wanting to work arc presented as it 
has been undersiood lot at least the last l(X) 
years, as a problem arising out ol the 
boredom of an upper middle class woman’s 
life and the individual’s desire to escape and 
be free There is no attempt here to review 
the family, or hei relationship with her 
husband, or the woman’s position in such 
a household, or her need to work, in a dif 
ferent way In fact the case with which the 
camera takes a common coding for gianted 
IS a kind of guarantee that its focus will not 
catch the fine gram of the tissue it will need 
to seek if we are to achieve the rearticula 
tions we require The same problem comes 
up as Nani is contrasted with Sulbha and 
rejected by the very cliches which have been 


traditionally used for jeer at women who 
have tried to move out ot the family and 
be involved in public life She is haid, 
mechanical, bossv businesslike Ihe new 
wom.in Sulbha is developed in contiast to 
hci setting in motion another familiar 
opposition the hcro(ine) and the villianfess) 
whose battle will uliimatelv be a moral one, 
a battle between right and wrong, where 
light in.tv as It docs in this film (tragicallv) 
fail 

Ihe filmic locus emphasised by several 
close ups of Sulbha sitting, toying with her 
glasses, looking up, walking, sutiiig, again, 
also establishes hit as the central character 
as well as the problem (the disiuption, the 
cngima) the liltn will explore and resolve In 
Lmhartha it is cleat that to scaich heiscll 
Is tor a women a'ragic eiaetpiisc Anentei 
liiise in which she is doomed to tail, but 
can fail hravciv and hrioicallv Such a 
pcispcctive IS anothci tilmstruc 

luted aiound the i horat ter of a women w ho 
reb( Is inevitaolv poses the problem in sui h 
a wav that the solutions comes tiom the 
individual, more spcciiicallv from the 
individual's [lersoit.diiv oi diaractet We sense 
a vague stiuctuial similarity in Lmhartha 
between Sulbhas own predicament and that 
ot the destitute or abaiidoiided women in 
the Homo But this patallcl is never clear 
because while on., moiit is cxplotcd psycho 
logically the oihei is ciycn a lathei crude 
sociological Intelpiotalion 

In relation to this pariiciil ii film there is 
)usi one more point I want to make briefly, 
though if I had time I would haye explored 
the concept in much greater detail Several 
llicorists have talked about the visual logic 
ot pleast re of a film as piedicated on 
woman as spectacle I discussed this a little 
when I spoke in another article of the 
cameia eye f being sexist when it looks at 
the victim ot rape as the lapist would ' This 
statement is not to be taken fitetallv What 
1 mean bv the cameia eye I is not just the 
physical perspective, but the mood, the com 
position the excitement in the music and so 
on A similar problem that came up in Mira 
Nan’s India ( abant, where we had long 
graphic sequences of the cabaict dance 
presented is it would be to a palion It ts 
impossible to lauli labbai I’atel on this 
(.ount at anv ciudc level bui Simla l^ttl’s 
“star associations as well as the wav her 
bodv IS photographed (cameramen too arc 
bound to their habits) combine to turn her 
into spectacle on mans occasicms One ot 
the few stills reproduced in Seagull edition 
of the Screenplay of L mhartha is Sulbha in 
her room at night, reading and thinking The 
light falls delicately on her face centre frame 
arc her sensuous lips gleaming 

As I said eaiher the most important 
poliltial tact about this dominant narrative 
IS that It does its work so invisibly, so quiet 
Iv that we tend to take ns products as reality 
itselj “Our Society", wrote Barthes in what 
has become a classic essay, “takes the 
greatest pains to conjure away the coding of 
the narrative situation the reluctance to 
declare its codes characterise burgeois 
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society and the mass cuituie issuing from it 
both demand signs which do not look like 
signs’’^ In another essay he points out that 
the photograph (or the film) sreated a muta 
tion in informational economies, for it 
precipitates a sense, alreads historically in 
formation, of the photographic message as 
uncoded, natural merely visual ^ Through 
a familiar sleight of hand a feudal oi 
burgeois world and its determination of 
gender, or indeed class, caste, or lace is 
naturalised 

Though ise cannot piobe them in any 
detail here, I do not want to gloss over the 
many problems that do come up as we la> 
filmic narrative open to question I quoted 
I ukdcs eailier, but we must not forget that 
when I ukacs spoke of a resolving peispcc 
live he spoke of it as netessaiy even essen 
tial tor realism as well as for historv Indeed, 
as he saw it, history only “tell into place” 
when It was viewed (as Maixisin lequired) 
from the perspective of the proletariat which 
was the perspective from which the narrative 
of history achieved closure No doubt a 
perspective of this sort would stand in 
opposition to the perspectives at firmed by 
the dominant ideologies of the time But the 
problem as other critics have also pointed 
out, 1 $ that such (resolving) naiiatives can 
only present a coherent (revolutionary) point 
of view They cannot investigate contradic 
tions or indeed provide perspectives foi 
stiuggle Ihis IS because the point of view 
in which the narrative achieves closure stands 
outside dialectical movement 

today we have to ask not how do we as 
women, as feminists, achieve a perspective 
that IS feminist in the sense that 1 ukacs 
spoke of a proletarian perspective that 
predicated realism Rathei, we need to 
inqure whether such a perspective is 
desirable Do we have a feminist perspective 
or IS It one that we arc making Are there 
valid coherences or closures available to 
women today’ How do we find them' What 
if the women are poor peasants from the 
third woild, blick women from the first 
woild, or upper middle class women iii a e\ 
colomal countiy’ Will the “feminist’ rtsolii 
tion be the same toi all ot them’ 

Perhaps our verj position in historv re 
quires of us very different formal strategies 
in film as in other art Fiiithcr, (and though 
1 bring It in thus, at the end, it is no small 
problem) if visual plcasuie is in our culture(s) 
structured around the viewing ol the female 
body, can we mcicly by an ad ot will, 
abdicate that pleasure, any mote than we can 
casually set aside the plcasuic(s) wc derive 
fiom coherence and unity however 
ideological the unity is ’ \\ hat is the laboui 
involved in breaking free ot the seductions 
of realism’ Whai aic the other pleasures wc 
mav seek’ These aie questions we might 
pose m telation to third woild womens 
cinema but take us bevond tilin into redefin 
ing the scope ot politics itsell 

III 

As we saw earlier when ottention is thus 
dellected from the structuring devices ot the 
medium from its opatitv as it weie and 
focused on a “reality” which apparently 


exists independent of this structuring, the 
ideological operations of the medium tin 
noticed The apparatus that establishes 
gender, race, class caste and so on, is 
obscuied and we are offered its products as 
biology, ot even as nature, and therefore as 
destiny But there is another equally pro¬ 
blematic aspect to this question that centres 
on oui ideas of art By and large today we 
take for granted (I) that the film is the 
director artist’s expression and (2) that this 
expression represents a reedity n ore piolound 
than that which ordinary people e peiiencc 
The roots ot these assumptions can be traced 
back to the second half of the nineteenth 
century to the latter part of the Romantic 
movement, in tact I he idta was mat the 
artist was able ii m».hcsw ’ and herein lav 
hiv Ol her genius to fuse the lili wirli the 
seen, the emotional with the <ai iiial to pio 
duce in ‘expressive icalitv I he phrase I’ve 
just used is Ruskin v but the belief had and 
continues to have wide credeiKc Tfie aitist 
therefote, was seen as a soil of \ isionaiv, and 
the aitwoik is having an al'iitsst mvstica) 
access to icalitv and truth Such an aesthetic 
does not totally exempt the medium Irom 
scrutiny I anguage form, the cinematic ap 
paiatus and so on aic seen as enhancing ot 
detiacting ft m the effective nesv of expics 
Sion, but arc ultim uely rendered tiansparent 
for It IS tiuth (even Duih) out ide ot 
representation that the aiust is m pursuit of 
These assumptions howevei pose serious 
problems tor women’s film, oi indeed film 
that is concerned not onlv with womens 
issues, but othet issues that ciucsiion the 
status quo ol powei and meaning Indeed 
if wc are to reckon scriouslv w Uh the opacitv 
Ol the medium (which as women it is im 
perative that wt do) we need seriously to 
reconsider these assumptions which are 
woven into the veiy texture ol cun evervdav 
behaviour in I elation to in Obviously the 
aitist does not ctcaic in a spiruual cihei She 
enters a medium that ts already inhabited hv 
the intentions ol others -and liv history 
Most of us would have no problems accep 
ting that words, obiects and even concepts 
do not just denote the world but i ai ry con 
notative or assoclational meanings that are 
linked to the social practices ot i specific 
culture I ally feminist ciitiques of steieo 
types in the media and in aitwor) s for in 
stance soon realised that it was not possi 
ble just to substitute a positive image lor a 
negative one 1 oi what appears as an isolate 
image IS actuallv an unit in an claboiate 
intci locking ssstem The pin takes its 
d( linition fiom the whole jusi is it serves 
to icinforcc and enhance the toialitv It wt 
changed oi reversed the image put in a 
working woman oi indeed a man laihei than 
a ’attiavtivc’ lenialc model one of two 
things could happen The woiking woman 
foi instance might become r newK minted 
erotic suLicci Or else (as the case ol the 
man) the mw message would simply fail 
The olher consequences of acknowicdg 
ing the opacity of the medium aie mote 
radical and consequentiv more dilhcult to 
absorb lo speak today ot the film maker 
as ‘expiessing’ a (feminist) vision seems 
stiaiigciv inadequate We have to think ot 


her as entering a running stream and 
negotiating her craft through it There are 
certain (pre) destinations that the stieam will 
almost automatically carry us to, and that 
journey will be smooth, we will experience 
It as well formed, finished We will be “at 
home" in it But if we choose to define 
another destination, then the going will be 
rough and we will constantly be pulled back 
into the mainstream W hen we have to move 
obluiuely, or go against the current, each lap 
of the louinev is instinct with hazards, but 
also with possibilities that become apparent 
only as wc steet our way through it Fach 
step, each gesture becomes important then, 
not so much lot us (final) avhiesement for 
itv ultimate value as Art but tor what it 
shows (up) in the struggle Onls through our 
actions IS the terrain itself revealed Mean 
ing itself is not so much a total expression, 
as a lensioti a difference from that which 
went before Need I add that destination will 
keep changing as our grasp becomes surer 
out -rail more resiliant our perceptions 
subtlci more penelialing There will be 
nianj stages m the loiiiriey and who 
knows pci haps some steps will have lo be 
taken backwards 

All ihis implies that wc will perhaps have 
to come to the women s question in cinema 
not toi looking for the old lesolutioiis Or 
indeed toi answers that will be leassuie us 
make ns feel at home’ Neither may wc 
expect of the artist a vanguaid position lor 
she IS b It one paiticipant in the constant but 
detnanUing stiuggi,. ot making ourselves 
inevv as wc make the woild and (tinmism 
itscII To wan until wc have incarnated the 
tiue feminist woik, to reject everything else 
as potentially co optibic is to be frozen in a 
paralvsis that might well sud the enemy 
Need 1 add (hat foi those of us who carrv 
the onus ol class r rce and anti imperialist 
Struggles in addition to the womens one, 
these impelatiscs arc all the nioic insistent 
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1 

Introduction 

TO m\ mind there tan be little mote seiious 
lO be conterntd with these davs than the 
fallowing fact Tht managers ol the super 
states ol 01 r tiint base alrcads managed to 
atcumiilate so much nuclear blast power 
that thev tan vtrs well blow up the entire 
plantt mam timis oscr to be sure, thev mas 
not dtliialls bt doing that du'ing iht next 
half houi 01 so But tht> tcrtainl> lan, b> 
attidtnt it nut bs design and that is what 
maittis as ninth as nothing tlse dots or 
should This IS tht pioloundtst rhegiim 
mesi and bs fai the most impoitant is of 
tod IS in ibstrattion fioiii whn h no .inalysis 
ol tursttuiitv prohltnisoi ol tnslhing ..1st 
for that maiiti tan onteivjblv make an> 
stnst whaisotstr 

Indttd so SI nous is the pitsailing situa 
non mil 't mas no longer take tsen tht 
ionli'iui*s ol oui rat lot granted In other 
words hum in histois itsill ma> alicady bt 
iikin to hast bttti more or less abolished 
Litilt ssondei that sshat sst dtstctii al' over 
is a 'tis dtlinilt drill towards thaos and 
disaster Not jast lot ultimate apocalypse 
itself but mnatioii unemployment and im 
miseration on the one hand and orgies of 
miliiais spending on the othei \iid this in 
turn t in he explained in terms of the tom 
pulsions of the two supeipowtr establish 
inents Lath bv now has atquiied i narrowly 
exisicntial stake in an unending and even a 
luiiassj' development and proliferation of 
weapons I he situation is veis well defined 
by what f Wlight Mills oiitt called ‘track 
pot lealism Laeh immediate step seems to 
be pielcetly rational and even critically 
neeessarv foi the perpetuation of the status 
quo, yet the 'main drift is directed towards 
disastei In the present context this kind of 
realism makes each superpower establish 
ment use the expanding arsenals of the other 
as an excuse tor the expansion of its own 
Ihis means that the weapons piogrammcs 
of one side become in eflect a protective 
cover or ‘umbrella’ foi the weapons pro 
grammes of the other side hor each uses the 
programmes ot the other to geneiate arti 
fieiallv inflated and often imaginary threats 
to the existence of its own populaces so as 
to domesticate them so thoroughly that they 
continue to pay for its own relentless 
accumulations of leathahty We must take 
care to see that what is involved here is not 
a competitive arms race but a dangerous 
hook up of the world’s very largest military 
machines 

For their weapomsation programmes to 


remain unabated, what the two sets of proli 
feratorf need ate weapons which should be 
so mdiscntninately destructive that thev cannot 
even be fired But, still the acquisitions ot such 
weapons by either side should appear to be 
so threatening th it the other side also cannot 
but appeal to be petfcctlv justified when it 
seeks to acquiic ever more of them In other 
words, on the nnc hand, such weapons 
should continm to gather dust and on the 
other thev should appear to be so vital lor 
national securuv that each side may tind ii 
possible to insist on getting vet more ol 
them 

That IS whs I considei it necessary to ex¬ 
plain the unending expansion ol the super 
power arsenals in terms of what evidently 
IS an iisei ted bchas lout 1 am also persuaded 
that this dclining teaiuie of our Age merits 
a name la;t us call it the Superpower 
Nucicd Inversion (SUPNl) 

All this, I submit IS absolutely basic to a 
non spurious comprehension and analysis of 
the Indo Pak Nuclear Invetsion (IPNl) too 
Tot aftet all, the way the nuclear lobbies of 
India and Pakistan behave is not entirely dif 
leient Irom the was that the supeipower 
nuclear lobbies do And once we know what 
the latter are in effet i doing, we tan also tind 
out what the foi met intend doing More so, 
because the perceptions of those who con 
stitute the nuclear lobbies, irrespective ol 
their national identities, cannot but be m 
lormed by extremes of cvmcism This is easy 
to see ‘Misanthropy is one cl the lexical 
connotations of cynicism’, what is involved 
in the making ol nuclear weapons today is 
Death on a scale and ot a kind which oui 
race has nevei known bcfoie—not even in 
the dcsiiuction ol Hiroshima and Nagasaki 
It follows that in a very important sense, 
indeed, any one who pleads for or even con 
dones the fabrication of just any kind of 
nuclcai weapons under any circumstances 
whatsoever must perfor.e be a misanthrope 
and theiefore a cynic Whether he recognises 
that he is one oi takes care to insist that he 
is not hardly matters All that does mattei 
IS the fact that he is toying with a sind of 
death which nuclear weapons cannot but 
spell and which moreover, they alone can 
spell 

Thus, lot example, even in actually relu 
sing to agree to the making ot the hydrogen 
bomb on the ground that no linut existed to iLs 
destructive power and that therefore it was 
necessarily an evil thing considered in any 
light, Enneo Fermi and 11 Rabi could not 
escape the charge ol cynicism For they con 
tinue to accord their implicit approval to a 
military strategy based on the acquisition ot 
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‘ordinary’ nucleai weapons 

Put m this context, k Subrahmanyam, the 
editor of the volume under review, can be 
seen to be a more or less determined cynic 
To be sure, he does consider the fabrication 
of nuclear weapons to be a crime against the 
human race But he nevertheless manages to 
imagine that it ceases to be a crime when 
a 1 hud World country like India decides to 
acquire them 

II 

Proliferation of Mispereeptions 

Oiven the kind of the nuclear threat that 
we as a race arc now confronted with, given 
also the extreme power of the twin pyramids 
ot power from which the threat emanates 
what we need to do mote than ever before 
and more than anv thing else is to bnng 
about a massive attenuation ol the power of 
the superpowers that be A fust step towards 
that end would be a denial of the legitimacy 
ot the Kind of power that they have long 
been accumulating 

However Subiahmaiiyam and his co¬ 
authors do not seem to be much concerned 
with the uncxceidahic gravity of the counter 
existtniial situation which ilic superpowers 
have already managed to i.reale I ittle 
wonder they base ‘ought only to hawk the 
essentially unhawkable idea that a country 
like India is veiy much within its rights to 
have the Bomb linhawkabic in 'he sense 
that It cannot be hawked successfully no 
mallet how one tiicd and also in the sense 
that on tiindamental, moral and political 
grounds it ought not to be haw ked at all For 
as Albert Einstein saw it the Bomb is an 
absolute evil, and it doesn’t cease to be one 
merely because it is one's own country which 
one IS advising to go nuclear For ‘my 
countiy’ I an only be wrong, and never right, 
it It ultimately gets possessed by the Bomb 
Indeed, no amount of specious reasoning 
can possibly justify atn kind of nuclear 
pioliferatiun whatsoevei veitical or hori¬ 
zontal qualitative oi quantitative 

This would probably not persuade 
Subrahmanyam who begins his editor’s 
introduction to this volume with the familiar 
assertion that on account of its complete 
unconcern with what is called Vertical Proli¬ 
feration, it for no other leason, the Non 
Proliferation Treats (NIT) has been serious¬ 
ly flawed since its very inception There is 
no gainsaying the tad that in altogether 
Ignoring the relentless proliferation of 
nuclear weapons by the superpowers and m 
focusing instead on the possible acquisition 
ol such weapons by some Third World coun- 
tiies the sponsors of and the signatories to 
the NPT have failed even to take note of the 
essential locus ot the nuclear threat 

But, then, horizontal proliferation is also 
fraught with danger and for the simple 
reason that a vehicle of indiscriminate 
destruction cannot but promise ruination, 
no matter who fires it This in spite of 
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Subidhinan>din s tUiti to tin. i.rtcct that 
hori/niital prolitLtdtioii mijtht aaudllv pro 
Mile d incdsure ot <>tabilit\ to the prevailing 
world oidct In support of this Mtw, one has 
only to submit that a wot Id whose managers 
have long aiguitc.d the somewhat dubious 
dbihtv to distiov It aliogelhtr lannot 
possibh be 1 v£iv stable world m an\ sense 
ol the tcini whdtsoevei and Inriliei that it 
eannoi lOiiieisahU become le\'> iinsuihle 
thiough iin\ proliterntion of mu leai 
weapons seilieal or hoiizontal In last il 
the wot Id ol iodd> IS to become a' all stable 
the existing niicleai stocl>pilt s must be 
biought down to zero and the gio' ih ot 'he 
others ought also to be nipped ii 'he bud 
Lsen so it seems leasonable lot one to gO 
a long was with Subrahmaiis im and insist 
that we hdie esiiv light to suspcet the ititcii 
tionsol the niicIcai wailoidsol the I tilled 
States md ot the Soviet I moll wliei let their 
OVStt stoekpiks glow lelentlessh and who 

still eoniimic to woirs no end ibou' the 
naseent sloekpiles ot inheis lo De spi elite 
while between llfiS and I98S, they maiuucd 
to increase (prolifcialt') the niimPei ol then 
nueleat wai heads trom a combined total of 
^,7S() to 21,^00 without m the least being 
eonetrned with pioliteration the> get ever 
so alarmed about the prospect or t Itmd 
^^olld eounlis lOining the Nuclear Club 
which in aiis ease is sonicthmg that has not 
happened since 1964 \tso evidential of the 
double standaids which mioim superpower 
policies IS the American plan to add to its 
arsenal as man> as 28,565 nuclear warheads 
between 1987 and 1990 while at the same 
time, Ronald Re'agan is asking American 
scientists to lender these weapons impotent 
and obsolete’ One can presume that ihi 
Soviet Lnion cannot but have similai plans 
This pair of Siibiahmanvam’s atgutnent 
IS self cv ide nl md also cntiidv i on\ incmg 
But what IS not so evident and is m fact 
tntnclv iinion\iHLinii is the conclusion to 
which he jumps foi, in essence, what he is 
saying is this All forms ot nuclear proliteia 
lion arc iriedecmablv maliguani except the 
hotizontal which, in the prevailing situation 
cannot but be benign In support ol this con 
tcntion, Subrahmaiivam has managed to 
muster all sorts ot eiiiuiiis aigumints and 
the gist ot one ot these believe it ot not, is 
as lollows The superpewvcr stockpiles ol 
nuclear we ipons li.ivt become monstrouslv 
large and, thercloie, utteilv unusable’ 
Indeed, oven a tmv tiaeiion ot these siuek 
piles, if used or la'hii expended, will destiov 
human eivihsation It lollows that the eon 
tinucd i|ualiiaiive and ejuamitative prolileia 
non ol these sloekpiles eaimot pnssiblv 
make am miliiuv sense V\ hat sense other 
than the miliiaiv they do make Subrah 
nianvam is not eoneeincd with, and what he 
isconeeined with msteail is the reassuianee 
to the elteet that since the nuclear tisenals 
outside the military blocs have yet to be 
aeeiiured, they must icmain lelativelv small 
it and when Ihev actually do get acetuired 


B sides ana for this reason alone it mJ 
when ih \ actually get lircel thev 'will not 
mean the end ot hiim,m civilisation It 
toliows that iiuilcai weapons have not lost 
ileii miliia’-y usefulness m the IhirdX^orld 

liii h means, in luiti that it must perforce 
be ptileetlv raiioii il lor sa' India oi 
Piki tan 'otiv to go iniclcat (pp6i 67) and 
Cent" chop the iiUelcai be'libs on each 
othii' 

Ima me, then the unpiieioitbK m 
UjUitous nature ot the NPT lemmc which 
allows the rich euiiiitiit s to continue to pile 
weapons which thev cannot even pul to sieme 
f//r«r iiiilitay use and which at ilit same tunc 
denies lo tlk. I hiid Woild counti cs the light 
t'V possess nuclear weapons which thev 
aetudlb tun use tor sueh gorls as the tcrmi 
na'ion ol hostilities il onlv at the cost ot 
large easuaitiev 

\lbert I inslem end Belli uul Russell 
would both be turmiie m ilieir i raves now 
1 Ol Rugw.ish JUS' h eppens to be one of the 
pastimes il not the passions ot this eniment 
lluoatiei m ol ludi 1 s mihtaii esi iblishnieiit 

I IMI 11) M < 1 f XR ARM \AI 

He that as it mas, ht us trv to vvoik oit 
the iinplieations ut the elaiiii that the nu> kai 
arnhitions ot a 1 hud World couniiv become 
peileetly rational merely because by ictually 
expending its limile'l nuclcai aiscnal, it 
cannot pevssibls put an end to human 
civilisation and also because it could use tins 
arsenal tor sueh a laudable goal as wir 
teiniiiiatinn How many warheads would 
each of the nuclear arsenals outside the 
military blocs’ need to have m ordei to 
remain ’limited’' hive’ S. ' Ten’ kntatively 
at least, kt us choose the lowest ot these 
ligiiies But then and foi purposes ol 
'stabilitv, we must also allow cverv Thud 
World country, that may be so inclined to 
accjuitc or to produce five niiclcai warheads 
Sorry, sa, no more 

But let MS remember in passing that if 
icquired these weapons are likely to be of 
ibc piimitive Hiroshima bomb vaiictv 
Both the multi megaton and the minia 
turised versions of nuclear warheads are 
likely 10 remain bceause ol the costs m 
solved, inatecssible to the tulers ot poor 
eounmev Which Subiahmanyam and his 
CO authors uncritically anl invariably refer 
to as developing countries Developing 
indeed’ hot it the* fust two wotids whose 
rukis have acquired the povvei to blow up 
the entire planet get designated as mote nr 
less lulls ‘developed, it is emiv fan that coun 
tries whojc establishments mas merely blevw 
up each other but not the rest ol the F arth, 
be designated as ‘developing’ As sueh, they 
Ol rarhei their lelatively small mihtaiy 
machines mav noi be denied the right to 
have a ‘limited nuclear arsenal ot five 
warheads each 

What IS to he done now' Subiahmanyam 
himselt allows the use of nuclear weapons 
foi ‘war termination’ And the only Third 


^^orld eouflict which needs termination now 
IS the Iran Iraq war Therfoie, we would haye 
to adivse each ot the belligcrants involved 
to expend its entire ‘limited’ arsenal of five 
Warheads on the other Lor surely we cannot 
ask onlv one of them to do the expending 
and tell the other to keep quiet That would 
not be ahogcihci tan In tact, it would be 
exceedingly uiiethieal 

let us suppose lor the moment that woild 
civilisation will ictnam unaffected by this 
kind ol an end lo the Iran Iraq war But, and 
even it ihc superpower arsenals remain 
stiictlv iminggcicd nothing w ill certainly be 
kit ot the Ciult civilisation 

Noi would the situation be lar different 
It sav, India and Pakistan were to expend 
ihti. limited' nuclear arsenals on each other 
noi tor war teimination but foi tension- 
Icimination In other woids, nuclear weapons 
do not ollei a ‘linal solution’ to the 
Kashmir Question 

I he point ol it all is that the very con 
eept ol a ‘limited nucleai arsenal’ is a con 
iiadiction III terms and for the simple reason 
that if ever it gets used for purposes other 
than those ot blackmail, il cannot but cause 
uriiiniti'd destruction just like the unlimited 
destruction ol sav Cierniany which would 
follow a vciv Immed Lurocentied nucleai 
exchany between the supcipowers On this 
count alone the etcdibiluy of a ‘limited’ 
nuclear thieat in the Third World liso must 
be zeio 

But then, il the limited nuclear arsenals 
ot some Third World countries do not get 
expended in war, they must, like the nuclear 
aisenals of tht superpowers, continue to 
expand till intinity and cause an unabating 
depletion of resources ‘Civilisation’ in this 
pari ol the world will get destroyed either 
way itrespcctive, that is, of whether the 
nuclear weapons get actually expended or not 

In any case, Subrahmanyam s claim that 
the use of such weapons in the Third World 
will not cause a destiuction of human 
civilisation shows that he has not even 
bothered to comprehend the essential signi- 
ticancc ol Hiroshima Which in Robert 
Litton’s formulation brought about a 
replacement of the natural order of living 
and dvmg by an unnatural order ot death- 
dominated life 111 other words, before 
Hiioshima, history understood as the conth 
nuin ol out race used to be a major pillar 
ol civilisation, and it is this pillar which the 
Hiroshima bomb destroyed in the very 
process of destroying a gtcat deal else What 
we need to do nqw, more than anything and 
everything else, is to eiect that pillar again, 
and that can be done only by abolishing 
nuclear weapons 

Lven so, Subrahmanyam finds it possible 
to demand that we be prepared for a whole 
set of Hiroshimas and at the same time 
remain unconcerned about the future of 
something called human eivihsation Which, 
he assures us, will remain more or less 
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undamaged by the nuclear blows that some 
•developing’ countries may (.oine to exchange 
with one another Indeed, he is so desperate 
about the need to legitimise horizontal pio 
lifeiation taat in a resent newspaper ariisle, 
he has advised India to declare herselt to be 
a nuclear weapons state and insist on being 
invited to a conlercnce of such states which 
may be held in the future 
One may relit here to Subrahnianyam s 
reference to the stoka from the Bhaga'^^ari 
C iia which Robert Opptnhtimer claimtd to 
have cited lust after the Trinity Test hoi 
It makes his own position still more iniri 
giiing or rather untenable IncnJentally he 
describes Oppenheiniei as a Sanskrit scholar 
which in fact the latter vvas not True 
accoiding to the Dictionaiv of Cuiitnt 
Biography (1964) Sanskiit was the eighth 
I mguage that Oppenheiniei had added to 
his reading rcpcitoiic by the lime he was 
thirtv But that is something which speaks 
volumes onlv tor his multi lingual abilities 
but not for his Sanski it scholarship 1 ittle 
wonder 1 am become Death the shalterer 
ot woilds is not (/uiU like the originil sloka 
which appeirs in the Ciita I veil so n mav 
well not hive been i vciv spontaneous 
iitci nice Indeed Oppcnheinier s voungci 
biothei Frink Oppcnheinier once wroti to 
me to siv ihil the remark appeared i little 
studied at the time aridec ild veil hive been 
thought ol much ii advance of the \hmo 
goido test or mas even havi been in after 
thought In anv ease there is little reason 
why It may simplv bepremmedlo have been 
spontaneous and that is something which 
nuny ineluding Subrahmanyain have done 
It IS worth noting ilso that on the one hand 
Subrahniaiivam at least tacitly eiidoises 
Oppcnheiincr s self description as a shat 
tiler of V orlds and on the otbci he pleads 
tor so/nt prolileration of the world 
shattering weapons Unfortunately the 
ainbisalcnee inherent in this position seems 
to have escaped him altogether 

Ol f OL Coni R( 11 

But It is in his description ol the Bomb 
as‘this shattcier of worlds’which Man has 
been able to keep under effective control lor 
as long as forty years now that lies Subrah 
manyam s astounding faiiute to comprehend 
the essential meaning of the prevailing 
reality In the fust instance who exactly is 
Man"' And, in the second has *he been 
able to keep the Bomb under control’'’ 
Evidently, ‘Man’ is a most misleading 
euphemism for ‘the powers that be* (PTBs) 
These PTBs and their ideologies generally 
tend to make use of all sorts of linguistic 
subterfuges in order to remain anonymous 
and ‘Man’ happens to be one such There 
fore, It IS of the utmost importance to guard 
against the contusion whicn such terms may 
cause and to focus instead upon the compul 
sions and the self arresting limitations of 
concentrating masses of destructive power 


So our second question e m be te woi it i 
as follows Ii ive the PI Bs at all been able 
to keep the Bomb under ‘conirol’'’ 

Ihe answer to this question depends 
entirely upon the pieeise meaning whiih we 
may assign to the tetm ‘lonlrol But what 
metning we assign 11 it depends entiiel on 
what we undeisti bv the teim use 
Now, there ik i number of uses *0 win h 
the Bomb can be pin ind tlu uestrui turn ol 
the silos and cities 1 elonging to tli tin mv 
IS only one ol them Hut Subi ilnii i \ iiii 
and his cO authi is seem to ret ognise tins to 
be the onlv use ol the Bomb and t om this 
somewhat Ir lit I e 1 1 elception j itii| t ilit 
conclusion th It Mui hisbt»ii ibletokeep 
It undei conirt'l It liter ill no ms lus 
suffered llilelei desIiUvt Oil suit tl i 
destriietion )i Nicisaki 

Rut I find It I > te both u tli.iiin ind 
sllrpll^lnt tha iie luilioieof i booV did 
iiig with nuelcii / I terali m should till to 
SwC the piolilerjtii ii iisell as pioof t lough 
of ihe fiet tint tlu Bomb ind ilsi it 
bomb linkers ue ei (ireiy out ol i tit I 
now Inletd the iiiipanc/ ot ili > mb 
inikeis IS t)ui 111 nil piublem tod iv ’ h i 
means that onlv i Mm lu 1 be u k to 
keep he Bonin uiidi conlrtd the i!d 
h ivc been no M’l n ill Not indeed would 
invoiic Inst ihoui^ht ol writinc oi n lew 
ins, 1 book on piolilti ition 

But as It IS itkiitless prolitiiiiin if 
nuileu wiapons tv nkiiig place and shows 
if anvthing that Man nevei had much ol 
a eontiol ovei the Bomb And such eoiitiol 


ih tvoiistr ipi pi vtrsoi rathe their 
est iblishme Its have 'itt’w able to exercise 
t wr I has had and continues to have tne 
dubious goal I'f keeping their own popula cs 
m leash Indeed an iin tbating proliferation 
s mill nti tic civ logic of the prevailing 
son I iikI h le by now teqiiiiid a certain 
nit men in tl iis iwn Besides nothing 
vliil eivei t 1 be i lit iht ul it unless me 
question th( kgitinus ol ht colossal and 
ippiienliy imdinlt p nm dv ol power 
inJ work loi thill 1 I lotiiion 
Ffowe ti Sul I il in 1 warn iiid his co 
ilhois in nt I I lueined with these issues 
V iith htpi <11 tt I e o I avie is to involve 
nothing less (hui i i esf-lttii' as i taie 
Kitlui liny le cpt 'lu i iii'ii' legitimacy 
ol Ihe Olid iiiiln 111 let ot todav and 

I 111 It n iiesii 11 t It iiig loi Indiaa 
pil e nlil IK V in II llUele 11 CiUH 
Ih 

11 1 flint 

\i i 1 ilai VI t 1 iieiimci 
( s ibi' be n le tl t I eo'i iclion the 
nnli IS I 1 tilt. III mil ad in us i great 

II >t IS 111 o'red h mugs * lost of these can 
bit leidU) heleehloion fix which eOn 
Inioi s 11 h out >1 till es ivs included in 
ihsbovk fnfut in 1 one ot I esc has even 
tried to i filiivs Ihe piiiinrv quesiiun of the 
ilU^itinihi cl eincintritmg lowcr which 
alone I in i odii e \t iiu es ol mdiseiiiniiute 
d till II 11 

in one t I the e ssi ■ n itkd 1 lodmg 
Ihitshoids lisp Sim h usee a euriouslv 
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mixed metaphor to the effect that the ‘world’ 
stands ‘on the brink of a doomsday of its 
own creation’. Now, no doomsday can 
possibily have a brink. But even if it had one, 
the world could not be accused of having 
‘created* it. The accusation, I submit, is an 
insult to the intelligence of the reader. 

We have to contend with today not one 
but two giaiU doomsday machines each one 
of which could destroy us all many, many 
times over. It is the military establishments 
of the two supeVpowers which have created 
these machines. To say that the world as a 
whole has created them amounts to closing 
all escape routes out of the present situation. 
But in focusing the responsibility for the 
grimmest crisis we have ever faced on the 
colossal pyramids of power of our time, we 
at least try to suggest that an escape is pos¬ 
sible in the attenuation of the power of the 
superpowers. 

But unconcerned with the question of 
power as such, Jasjit Singh fails altogether 
to realise that militarisation now is more of 
an end in itself than a means of victory for 
the simple reason that there can be no such 
thing as the victory of one superpower over 
the other. This failure to focus on power 
makes him plead (p 266) for relatively ‘small 
nuclear forces’ which alone may provide 
‘legitimate defence capability to the nation 
concerned’ and which may also be ‘the only 
credible and viable defence against a great- 
power interventionist force’ (emphasis in the 
original). 

But, then, if every nation were to acquire 
‘a small nuclear force’, the world as a whole 
would have acquired a large pile of nuclear 
explosives and therefore would not be able 
to move even half a step away from the 
‘brink of the doomsday’. In fact, the 
resulting situation would not be very com¬ 
patible with Jasjit Singh’s pious and earlier 
assertion (p 126) about the ‘total elimina¬ 
tion of nuclear weapons’ being a necessary 
condition for the human race ‘to aspire to 
continue its existence’. 

As far as I see it, the threat to our 
existence emanates not from nuclear 
weapons perse but from concentrated power 
which makes the fabrication of these 
weapons possible. But as far as the authors 
seem to see it, what matters is the technology 
of fabrication, not the politics of power. 
Which may well be the reason why C Raja 
Mohan found it necessary to focus on a 
relatively secondary question of the relent¬ 
lessness of the work of the scientists engaged 
in the making of weapons and P K S 
Namboodiri found it impossible to go 
beyond the technical details of what has 
come to be known as the Nuclear Winter. 

Yet if they had not been totally un¬ 
concerned with the paramount political 
question of concentrated power today, they 
would not have been lost in more or less non¬ 
significant details. Raja Mohan would have 
gone beyond the banal fact of the relent¬ 
lessness of military-scientific research and 


looked into the ’why’ of it. He could well 
have come up with the following answer; 
The ruling circles of the superpowers have 
long acquired large mounds of omincides 
which they can use not for purposes of 
military conquest but for those of black¬ 
mailing their own people into unending 
acquiescence, in the circumstances, literally 
the only thing that weapons scientists have 
to do is to continue to turn out ever more 
diabolical and yet unfirable weapons 
systems. 

Similarly, P K S Namboodiri would not 
have bothered to .say how exactly the Nuclear 
Winter would look like. Instead, he would 
have said at least something about the 
factors which have already brought us face 
to face with the Nuclear Autumn in the form 
of runaway inflation, tenacious unemploy¬ 
ment, intensifying homelessness and other 
penalties and deprivations which can be 
traced directly to the orgies of military spen¬ 
ding today and in fact tu such orgies alone. 

Ill 

Countering the Cult 

It is not difficult to see that such orgies 
cannot but spell a kind of global incinera¬ 
tion which will leave nothing unconsumed. 
When exactly will the incineration take place 
is not the issue. Which rather is that it has 
become very much of a feasibility. Merely 
because it has not taken place over the last 
forty years is no reason why it would not 
take place over the next fifty; and in any case, 
a sapient species like ours must look forward 
to a span of life much, much longer than that. 

Our sapience must also oblige us to take 
note of the fact that it '< ould be impossible 
for us to co-exist with these weapons for any 
historically significant length of time: Either 
they get triggered any moment and cause 
everything to blow up; or the military lobbies 
keep acquiring ever more of them for rea.son$ 
of ‘modernisation’ and expose the planet to 
environmental exhaustion and therefore 
societal paralysis. 

The mere fact that the authors of this 
book can manage to argue for any kind of 
proliferation, no matter how ‘limited’ in 
intent, shows that either they fail ci'en to see 
the grim dimensions of the prevailing situa¬ 
tion or are not much bothered by what they 
see. Little wonder that Subrahmanyam, for 
example, who would very much like to fight 
the nuclear cult by stripping the nuclear 
weapons of‘their mystique and legitimacy’ 
manages also to contend that ‘if the nuclear 
weapon is a legitimate weapon of war, every 
nation has a right to have it; if it is not, it 
cannot also be had by the nuclear weapon 
powers and their crypto-nuclear allies’. 

But what we have to fight today is not the 
nuclear cult but the cult of power. In other 
words, what we have to question is the 
legitimacy not of the nuclear weapons as 
such but of concentrated politico-economic 
power. This means that we cannot possibly 


destroy all nuclear weapons and leave the 
power pyramids more or less intact. That 
would be putting the proverbial cart before 
the horse. 

In sum, we would do well to transcend 
petty patriotisms and recognise concentrated 
power as the most virulent menace that our 
race faces today. Nuclear weapons are a mere 
manifestation of that virulence The prospect 
of complete extinction we are now known 
to be threatened with cannot but oblige us 
to plead for an attenuation of power perse. 
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A Heritage to Keep 


The Handicrafts Industry, 1955-85 

L C Jain 


Significant changes have taken place in the handicrafts sector during the period 1955-1984. This paper presents 
the highlights of these changes using available aggregative data together with the results of micro studies of selected 
crqfts in about 40 locations in the country covering about 4,000 craftsmen. Against the background of these changes, 
the author critically examines government policies towards handicrafts and pinpoints the major areas calling for 
more effective policy intervention. 


I 

Progress in Numbers 

SOMt critical numbers eloquently tell the 
story of the movement of handicrafts in¬ 
dustry in India in the past 30 years, 1955 to 
1985. The account here has drawn on 
available data and field studies of six craft 
groups in about 40 locations in the country 
and about 4,000 craftsmen (Table 1). 

In the three decades, broadly employment 
rose from 10 lakh to 35 lakh, exports from 
Rs 10 crore to Rs 1,670 crore, and produc¬ 
tion from Rs 100 crore in 1955 to Rs 3,750 
crore in 1983-84. 

Handicrafts exports have risen not only 
in absolute terms but occupy an important 
place in India’s total exports today. Their 
share in all India exports was negligible in 
1955, but rose to 5 per cent in 1971-72 and 
to 16 per cent in 1982-83. 

The incremental employment in the 
period was lower relative to increase in pro¬ 
duction and exports. This signifies the 
existence of a huge historical backlog of 
underemployment among craftsmen during 
the early fifties as was brought out by the 
Report on the Marketing of Handicrafts, an 
ail India survey of handicrafts, in 1955. 
Rising production and exports helped to 
diminish underemployment and in some 
cases expanded employment opportunities 
especially in crafts like carpet weaving, 
jewellery, embroideries, art metal, wood 
carvings, where there was a significant in¬ 
crease in exports, and in bamboo/cane/leaf 
products and earthenware/pottery which 
experienced a strong domestic demand pull. 

EMPLOYMfcNT 

Here an account of the quantity and 
structure of employment between 1961-81 in 
selected crafts Cnibles 2 to 6) is given. All 
employment figures here and in the sub¬ 
sequent sections (on embroidery, bamboo 
and cane products, earthenware, pottery and 
other crafts) are for ‘main workers’ and do 
not include marginal workers. 

Jewellery and Carpets 

(1) TWo of the major crafts, (i) jewellery 
and (it) carpets together provided 7,08,766 
additional jobs between 1961-1981, for main 
workeis. Jawallcry with additional 486 lakh 


jobs recorded a 256 per cent increase, while 
carpets with 2.33 lakh additional jobs 
registered a 374 per cent increase in the 20 
year period. 

(2) Most of the jobs in the two crafts are 
for male workers—jewellery (98 per cent) 
and carpets (92 per cent). This pattern has 
remained exactly the same in jewellery 
despite the 4.86 lakh additional jobs created 
in the 20-year period. In carpets it has 
worsened for the women, their share declin¬ 
ing from 15 per cent in 1961 to 8 per cent 
in 1981 despite the 2.23 lakh additional jobs 
created in this period. 

(3) There is a marked shift in jewellery 
from rural to urban areas. Against 44 per 
cent in 1961, 64 per cent of the jewellery 
employment in 1981 was urban. In contrast, 
carpets which were 78 per cent rural in 1961 
were 84 per cent rural in 1981. Here the bulk 
of the 2.23 lakh additional jobs occurred in 
the rural areas. 


(4) Jewellery shows a drastic shift away 
from the household industry status in 1961, 
its household industry segment was 63 pet 
cent, but in 1981 it had declined sharply to 
29 per cent. In carpets this shift was not so 
significant. Household industry segment 
dropped slightly from 69 per cent to 64 per 
cent between 1961 and 1981. 

(5) Within the household industry seg¬ 
ment of jewellery, there was a strong shift 
in favour of urban areas from 24 per cent 
in 1961 to 51 per cent in 1981, In contrast, 
the household industry segment in carpets 
moved further towards rural areas with 86 
per cent in 1981, against 81 per cent in 1961. 
With a 71 per cent share in total employment 
in jewellery, the non-household industry 
segment continued to concentrate heavily (69 
per cent) in urban areas though the com¬ 
parative figure for 1961 was 76 per cent. 

(6) However, carpets in their non-house¬ 
hold industry segment were highly rural at 


Table 1; Field Studie.s—Coveraoe by Crafts. Craftsmen and Craft Locations 


Crafts 

No of 
Craftsmen 

Locations 


1 Carpets 

233 

Jaipur 

Mirzapur 


Kashmir 

Bhadoi 

Agra 


2 Art metal 

98 

Motadabad 

Jaipur 



Bidar 

Varanasi 

3 Carvings 

237 

Saharanpur 

Hoshiarpur 

Wood and stone 


Mysore 

Bangalore 



Sorab 

Sirs! 



Sagar 

Delhi 



Channapattna 

Sankheda 



Jaipur 

Agra 

4 Embroideries 

51 

Saurashtra 

Srinagar 

(Bandhani, 
needle work, hook 
work, crewal, chain 
stitch, chikan work) 


Lucknow 

Cambay 

Wiranasi 

S Gem and jewellery 

38 

Jaipur 

Udupi 

Delhi 


6 Handloom weaving 

3113 

Patan 

Mau Nath 


Hoienarasipur 

Bhanian 




Konarur 

Kottur 

Attichowdanahalli 



Davangere 

Korugodo 



Melkota 

Ibkkalakou 



Panipat 

Hosadurga 

Kikkeri 
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(1) I mbrdidtrv ii niiCiy kiiitfitii, tt>. 

lor'ribii'td I ni likh I'di'miiil )(’bs 
btirtttn idM uid n;sl I h< it vvtit also 
signilii ml ti 111 ! ■■Ml h lui pti'iiiiDii 
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prisin(jl> III tills mdiistiy to male vsoiUis 
(I P l.ikni will) not only 'ook ilit additicmal 
1 0! lakh |ol s but snatthtd anotlitr titaily 
16OIK) iobs tioin women who t nutn'itr 
dc liiiid absoli uK iiiiin 60 ^46 n 1 V 61 to 
U ktrfi n 14M 

(1) Iluie was a vOinpl'tt reseisal tn tlit 
rehiive wtigbi m tlit hou-fb ilU industry 
and noil household iiidustiy stgititnis in dit 
20 year period Houseliold inJusiiy scKiiicnt 
dropped horn 60 to W ptr tent and the 
lelalise shaic ot non household industis 
segintnt rose lion. 40 to 66 pii itni bttwtti) 
1961 and 1961 

(4) While ihi oseiall thangt in tiiiplos 
mcni betwetii 196) and l‘)81 wis I''2 pti 
tent, in the non household industiv stgnnnt 
there was a dispiopoitionaielv high giowth 
(292 per tent) and tniong the ntaks it was 
even highei in iht ni n hoiisthold industry 
segment at Wl per ttiii 

(5) Ihe housthold indiistiy ttloi hkt 
women woiktis sullered a set hatk in 
dbsohilt ittms loaiig S <p woikiis 

PtoduLfs of Bant boo, Cane, etc 


r Mill 2 LsiiiovMtNi IN ItweitiKi (Main WoiiKFRv)— ChangesBE iwpEN 1961-1981 


1981 1971 1961 1981/1961 Numbers 



Numbers 

Per ( ent 

Numbers 

s lolal 

96 392 

(100) 

540 901 

Male 

8) Ml 

(98) 

(99) 

1 cm lie 

12 ‘hi 

(2) 

(1) 

H I rbin 




lotal 

<1)7 021 

(64) 

(54) 

Male 

199 480 



leinah 

'41 



< HHI 




lolal 




(KX)) 

2)0 087 

(29) 


Male 

22 J 594 



Itmale 

' 491 



Urban 




lolal 




(51) 

117 168 



Male 

113 969 



1 cm tic 

3 >99 



I) MIHI 




lotal 




(100) 

5f6 )l)5 

('•) 


Male 

< 5973 -' 



1 cmalc 

068 



1 iban 




lotal 




(69) 

398,933 



—Male 

38' 51! 



Female 

4.422 




Percent Numbers Per Cent in Latkh 

(100) 310,713 (256) 4 86 

(98) 

( 2 ) 

(44) 

(63) 


(37) 

(76) 


Voter HHI Household Industry 

NHHl Non-Household Industry 

1 6tturding to 1981 Industrial Classification, employment in jewelleiy was 796,392, but 
the 1 981 oe eupatio nal eUssi fication (Groyj_88}_show^employmenl in jewellery and 
presto IS inttaJ workers or metal engravers (except printing) somewhat higher at 841154 

2 1 he figuies sre taken Iroin census Here there are some minor discnpencies between 
the sum ot Ihe sub totals and the grand total 


(1) In lilt handieiafts stetoi out iltm 
the pioducis ot bamboo taiu, cts nudi 
the Idigtst angle ouiribuiion ol 6 09 lakh 
additional lobs bitwei il9(l I9SI all iiiaiii 
woiktis 

(2) rht gr<)wih w IS steady all iliiough 
Between 1961 and 1971, employment rose 
tiom 2 97 1 iKh to 5 17 1 ikh Xeam between 
1971 and I9hl i' is'se horn 5 17 lakh to 
9 06 lakh 

(3) The lui.tl b ist ol the iridnstis sustiin 
ed through 'hesc changes pd pet cent) in 
1971 and 81 pet cent in 1981), if anything 
It slightly improved 

(4) For wo.ncn this is one of the lew pro 
duets with a sheerlul letord I mploymeni 
itise" in absohilt teims tiom 1 69 lakh to 3 62 
lakh I t neailv by "* lakh bitween 1971 and 
1981 ,\i el most ol i'm the lural are js It 'hus 
ctn(ig..d IS ,1 \ y iinpoitani industiy lot 
tut li women > employ me tit 

(5) liKitase in women’s einpltpyrncnt here 
was not at the tost ol male employment 
which ,ilso ineicased tiom 3 48 lakh in 1971 
to •) 44 lakh n 1981 i t. by about 2 lakh or 
about the sani ( umtiii i ot ntiease as that 
lot yyomeri 

(6) Here tile household industiy seetoi 
continues to pie'dominate sith ■'>» per ..ent 
w ii’ht tn 1981 Wl»lmi the HHi sestoi the 

u'al segment Sas 'S i etiii 


Tahi r 3 ) aPLOSMCNT in Carpfi (Main Workfrs)—Changes between 1961-1981 



« ■ ■ 

1981 



1961 


Numbers 1961/1981 








in Lakh (Per Cent) 

total 


304 499 

(100) 


81,412 

(100) 

2 33 (374) 

Male 


279,466 

(92) 


69,246 

(85) 

(303) 

-Hemal 


25 032 

(8) 


12,166 

(15) 

(105) 

lotal 








Rural 


254,302 

(84) 


60,001 

(78) 

(423) 

Male 


233,203 



50,386 


(463) 

Femal. 


21,099 



9,615 


(219) 

HHI 








lOtal 

(100) 

194,85? 

(64) 

(100) 

56,213 

(69) 

(347) 

-Male 


176,180 



44,976 



lemale 


18,672 



11,237 



Rural 

(86) 

166,873 


(81) 

45,383 


(368) 

—Male 


150,751 



36,321 



lemaic 


16122 



9,067 



Urban 

(14) 

27,979 


(19) 

10,830 


(258) 

Mile 


25,429 



8,655 



I emaL 


2,550 



2,175 



1 NHMl 








lotal 

(100) 

109.647 

(36) 

(100) 

25,190 

(31) 

(435) 

- Male 


103 287 



24,202 



-lejn^ 


6,360 



928 



RuHd 

(80) 

87,429 


(58) 

14,617 


(598) 

-Wfale 


82.452 



14,004 



—Female 


4.977 



553 



Uiban 

(20) 

22,228 


(42) 

10,573 


(209) 

Male 


20,835 



10,198 



—Female 


1.393 



375 




\i,u HHI Household Industry 


874 
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Tabif 4: EmployMFNT in EMiiRf:iDERV/KNiuiNCi''LAi'i; Marino (M -in Wormrs) —Chan<-1' 

Bl-TVAFFN 1961-1981 


1981 _1961_ _ JWEM 



Numbers 

Per Cent 

Numbers 

Per Cent 

Per Cent 

Numbers 
in Lakh 

A Total 

242,707 

(100) 

140,874 

(100) 

(172) 

1.01 

—Male 

198.311 

(82) 

80,328 

(571 


1.17 

—Female 

44,406 

(18) 

W),546 

(43) 


0.16 

B Urban 







Total 

154,518 


78,656 




—Male 

131.311 


,57.351 




—Female 

2.1,207 


21,305 




C HHl 







Total 

79,345 

(341 

84,858 

(60) 


01)6 

- Male 

55.732 


33,734 




—Female 

23.612 


51.124 




Urban 

35,102 


37,962 




--Male 

25.542 


12,392 




—Female 

9,560 


19,570 




D NHHI 







Total 

159,791 

(66) 

54,644 

(•♦0) 

(292) 

1.05 

-Male 

1.19,912 


45,491 


(107) 

0 94 

--Female 

19,879 


9,153 




Urban 

116,640 


44,974 




■ Male 

103,652 


38,977 




—Female 

12.987 


5,997 





IABI !■ 5: I'A’I’I l.A Ml N'T IN MANlJIAtlURl Oh PROUL'T IS OF IloMll'IIi, C ANh. RaHAN, l.l-AI, l-.K 
(Main Workers). Changes beiweln 1961-1981 




1981 

Per 

Cent 


1971 


1961 

1981/61 
Per Cent 

Numbers 
in I.akh 

Total 


905,807 

(lOt)) 


516,566 

(100) 

296.843 

(305) 

6.09 

— Male 


544,114 

(69) 


347,735 

(67) 




—Female 


361.693 

(40) 


168,831 

(.13) 




B Urban 

(100) 

729,791 

(81) 

(100) 

405.705 

(79) 




-- Male 

(58) 

425,333 


(66) 

268,475 





—Female 

(42) 

104,453 


(34) 

137,590 





C HHl 










Total 

(100) 

706,950 

(78) 







—Male 


404,410 








—Female 


302,540 








Rural 

(85) 

602,314 








~ Male 


343,595 








—Female 


258,718 








D NHHI 










Total 

(100) 

198,857 

(22) 







—Male 


139,704 








—Female 


59,153 








Rural 

(64) 

127,477 








—Male 


81,737 








—Female 


45,741 









Tabu 6; Emimovmlni in Earthenwaki Poi eerv (Main Wi/kkiRs)—CiiANOf'. idi'aifn 

1971-1981 




1981 

1971 

1981-71 



Numbers 

Per Cent 

Numbers 

Per Cent 

Per Cent Numbers 







in 1 akh 

A Total 


682,697 

(100) 

568,076 

(100) 

(120) I 15 

—Male 


537,172 

(79) 

470,695 

(83) 


—Female 


144,925 

(21) 

97,381 

(17) 


B Rural 







Ibtal 

(100) 

565,988 

(83) 

(100) 491,884 

(87) 

(115) 0.74 

—Male 

(78) 

443,814 


(S3) 406,721 



—Femsde 

(22) 

121,574 


(17) 85,163 




Earthenware, Pottery 

(1) Between 1971-1981, earthenware/ 
poitcry industry contributed 1.15 lakh 
additional jobs for ‘main workers’. 

(2) I he industry remains predominantly 
male—8.t per cent in 1971 and 79 per cent 
in 1981. Women’s share improved slightly in 
Ihe decade from 17 to 21 per cent; and also 
in absolute term women gained an addi¬ 
tional 47,344 lobs mainly in the rural areas. 

(3) The industry al.so remains primarily 
rural with lural segment’s share of 87 per 
cent and 83 per cent in 1971 and 1981 respec¬ 
tively Of the additional 1.1.^ lakh jobs 
during the decade, 74,000 occurred in the 
rural areas. 

Other Crafts 

(1) Thcic is unfortunately no dissegregaied 
all India data on employment in other im- 
poilain crafts such as ‘ait metal’ and ‘wood 
calvings’. But on the evidence of a sub¬ 
stantial increase in their export, and some 
surveys, it can be stated that employment in 
‘wood carvings’ and ’art metal' expanded 
substantially between 1961 and 1981. 

(2) Another ciaft, ‘musical instruments’ 
inctcased employment •’etween 1961 and 
1981 from 8,492 to 13,003 main workers, i e, 
by nearly two-thirds. 

(3) ‘Printing ot textiles’ also an important 
craft is howeser. a case apart. Between 1961 
and 1981. it has remained stagnant with 
•49,181 and 51,866 workers respectively in the 
20->ear period 

Overall Estimates tf Employment 
in Hanciicrajts: 1985 

The Report on the .Marketing of Handi- 
ciiiiis had estimated handicrafts employ- 


meiit at a little over 10 lakh in 1955. The 

T.-<HII ' FiMI'LO'iMlM IN Ha.NOK RAI IS, 
f u 1 K .1 1 19*-" lUR) 

(in lakh) 


■Additional 
•■.ills ( lealcd 
I9(il 81 

.Mein ssoikers 

ICAcllllS 

4 84 

( .11 pels 

2 ’1 

1 iiihixiilei s 

I 01 

H.is'm’Iiv (..•aiie, l'.iiiiltiH>| 

1 6 09 

1 .11 llcsi iiA.ue pi iiei \ * 

1 1' 

Niih-iiil.il 

1.5.32 

(iilu'i 11 Jii ' -M' li '', 11 . 

'll 

,,|l MU'.'. .Ill Mi't li I'll' 

5.1H) 

lol.il III.II'I 11"! tel ' 

:o.32 

\Kn jiri.,1 \\ (•! ks 1 s k '•1 -d 

IK r cC'M (■'' ' he tn Ml 

1 

UtM KCi ^ 

TtiJcd niiUii st! si MtsMiM 111! 

i (16 

y\«>f kt r' 

24 38 


' I !H^ ft) (fic pc’i tod HI 

it f lir'l’* ihciL w ’v idsi) addtllOit'v 

M .’iiipUHH.'M? •.»! I- . 1.' ill JiClWcen 


hl$ 
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Tabie a WokKiNG Group Report 


Year 

Production 

Rs in Crore 

Employment Analysis, 
This Report m Lakh 

Average Annual 
Output Per Person 
(in Rupees) 

1979 80 

2,05000 

20 30 

10,038 

1980 81 

2,255 00 

21 50 

10,488 (4) 

1981 82 

2,800 00 

22 30 

12,556 ( + ) 

1982 83 

7.88000 

25 04 

11,501 (-) 

1984 85 
(target) 

3.ZOO00 

28 00 

11,428 ( ) 


Census 1961, counted 1012 lakh persons 
engaged in various crafts For details, see 
Appendix A 

The period between 19S5 1961 was 
plagued with acute underemployment in 
handicrafts There were scarcity any new 
additions to the work force in this period 
Over the base of 1012 lakh in 1961, handi 
crafts sector appears to have added another 
24 38 lakh workers by 1981 (Ihblc 7) 

On this basts current employment in 
handicrafts would appear to be closer to 35 
lakh assuming margmal workers to be 20 per 
cent of the main workers However, if we 
assume the marginal workers to be only 10 
per cent of the main workers, estimated 
employment in handicrafts would still be 
around 33 lakh 

Exports 


Share of handicrafts in India’s total ex 
ports increased significantly from negligible 
in 1961-62 to 16 per cent in 1982 83 
The two most export-intensive handicraft 
Items are (i) gem and jewellery (over Rs 1,300 
crore) and (ii) carpets (over Rs 170 crore), 
art metals (Rs 67 crore) and printed textiles 
(Rs 33 crore) come next, followed by wood 


The Working Group for the Seventh Plan 
whose estimates are referred to in Table 16 
has not explained the methodology employed 
for Its production estimates from 1980 81 to 
1983 84 

Its production/employment estimates do 
not appear to be consistent assuming it has 
derived one from the other (see Table A) 


The movement of exports between 
1955-85 has been impressive (see Ihbles 9 
to IS) 


Year 

1955 

1961-62 

1971-72 

1981-82 

1983-84 

(Provisional) 


Rs Crore 
10 

(estimates) 

19 

91 

1219 

1670 


carvings, etc 

1 he principal markets, by country, are US, 
West Germany, USSR, UK and the Middle 
East By regions. West Europe is the single 
largest regional market (37 per cent) fol 
lowed by America region (28 per cent) and 
Asia Octiania (27 per cent) 

Proijuc 1 ION 

Estimates of handicrafts production are 
most difficult to attempt m the absence of 
adequate/reliable data The attempts how 
ever, made are summarised in table 16 


Tables Trends in Composition of Exports of Handk rafts Including Ofm and Jfwii i cry 

1%I 62 ro 1981 82 AND 1983 84 


fRs m C rare) 



196162 

1971 72 

1981 82 

1983 84 
(Provision) 

Tbud 

19 34 

90 52 

1,219 25 

1,669 78 


(100) 

(100) 

(100) 

(100) 

A Gem and Jewellery 

904 

52 28 

807 11 

1323% 


(46 74) 

(57 76) 

(66 20) 

(79 29) 

B Other Handicrafts 

10 30 

38 24 

41213 

345 81 


(S3 26) 

(42 24) 

(33 80) 

(20 71) 

B1 Woollen Carpets 

4 42 

13 69 

173 48 

147 69 


(42 91) 

(35 80) 

(42 09) 

(42 71) 

B2 Art metalwares 

1 48 

7 12 

95 86 

67 23 


(14 37) 

(18 62) 

(23 26) 

(1944) 

B3 Woodwares 

0 32 

3 05 

20 25 

10% 


(311) 

(7 96) 

(4 91) 

(3 17) 

B4 Hand printed Tbitiles/Scarves 

116 

4 50 

39 67 

33 38 


(1126) 

(11 79) 

(9 63) 

(9 65) 

BS Cotton Carpets 

0 01 

0 82 

11 44 

18 30 


(010) 

(2 14) 

(2 78) 

(5 29) 

B6 Miscellaneous Handicrafts 

2 91 

906 

71 43 

68 25 


(28 25) 

(23 69) 

(17 33) 

(19 74) 


Note. Figures in brackets represents percentage 
Source. DOCIS 


Analysis shows that upto 1981 82 average 
annual output per person is on the use 
then It starts to decline in 1982 83 to 
Rs 11,501 against Rs 12 556 in the previous 
year Inexplicably employment is show n to 
rise substantially m this very year from 22 30 
lakh to 25 04 lakh Again in 1983 84 
employment rises from 25 04 lakh to 28 (X) 
lakh but average annual output per worker 
declined turther to Rs II 428 

In the absence of latest data on value 
added m handicrafts which the 1980 f cono 
mic Census is expected to provide, the pro 
duction m the early eighties is estimated on 
the basis of average annual output per 
worker of Rs 10,038 as m the Sixth Plan foi 
1979 80, which is the lowest estimate among 
the Sixth and Seventh Plan available esti 
mates 10,038 x 30 lakh mam woikers as in 
1981 = Rs 3,000 11 crore 
To recall exports m 1980 81 were Rs 12 
crore to Rs 19 crore This would suggest 
that the overall production estimate ot 
Rs 3,000 11 crore may be on the high side 
Assuming the share of exports on domestic 
market to be between 50 50 which would 
place production at around Rs 2,440 crore 
If this ratio is changed to 40 60, however, the 
estimate of Rs 3,000 crore is sustained An 
m between figure would be a safer estimate. 
1 e, Rs 2,700 crore 

Exports in 1983 84 had risen to Rs 1,670 
crore or by about Rs 440 crore over 1981-82 
On the preceding reasoning handicrafts 
production in 1983 84 was an estimated 
Rs 3,750 crore 

II 

Changes wince 19SS and 


Table 9: Pbrcentaoe Share of Handicrafts Exports in Indias Totai Exports 

HRndicnfts Including Handicrafts Excluding Gem and Jewellery 


Ubv 

1961-62 

Gem and Jewellery 

Negligible 

Gem and Jewellery 


1971-72 

5 


3 

1991-tZ 

15 


10 

1992-83 

16 


12 


Their Impact 

Significant changes are noticeable in the 
handicrafts sector in the view period 
1955-1984, especially between 1961 1981 a 
period for which some data are available 
Whatever its limitations, the available data 
provide an approximate view generally sup¬ 
ported by what has been observed in micro 
studies of selected crafts in about 40 loca- 
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iMJir 10 CfM xNDjFwnirw Irenosin 
Dmi < 1 ms Of Esporis Pprce si \c e Sh \rf (»i 
Sure Ti I) M\Rki IS IS IsDiAs rsimRTs oi 
GiM AND liamiRs 1967 68 lo 1981 82 



1957 68 

1971 72 

1981 82 

Belgium 


20 

IS 

UbA 

9 

20 

30 

UK 

12 

6 

1 

Swii/rihnd 

12 

14 

n 

Hongkong 

12 

16 

n 

Tabu 11 Carpus Irfsos in Dikcctionoi 

Exporis PtRcrMsci Shsrf of 

Sti tt II 1) 

Makm is in 

Indus Exporis of 

C SRil IS 


1967 68 TO 1981 82 



1967 68 

1971 72 

198! 82 

Nkcsl Ocimans 9 

23 

39 

USA 

20 

24 

22 

Swit/irland 

NA 

NA 

8 

UK 

24 

r 

6 


r\m I 12 AriMmmwari Trisdsis 
DiRKiiosdi L\K)Rrs PiRtEsrAi rSiuRror 
Sll K 11 D MsKREI in 1n1)I\S 1 MORES or 
Akr MnsixssRi 1969 70 ro 1981 82 



1969 70 

197S 16 

1981 82 

1 SA 

40 

18 

36 

1 SSR 

6 

4 

16 

Wcsi (ictnunv 

7 

16 

7 

Smell Siabia 

6 

IS 

10 


IMIII M \VlK)D\V\KlS rKISDSIsDiKM IIOS 

OI EvpoRrs PtR< rsTAC i Shari or Sn ri rrr 

M SRktIS IS ISOIAS Em orts oi 
\^00I>\^\RIS 1969 70 lo 1981 82 



1969 70 

1975 76 

1981 82 

1 SA 

n 

33 

2S 

lapan 

7 

14 

9 

Saudi \iabia 

06 

1 

9 

(jLimanv 

6 

10 

7 

1 rince 

1 

2 

4 

lAHirl4 HvmjPriniid fiXTiit 

1 Rf NDS IN 

DIRI t riON OI 1 M ORFS Pi RC LMAC 1 SH VRt OF 

SlI LC II D MaRKITS in INDIAS 1 XPORIS OI 

Hvnd Prinud ItXIII IS 

1969 70 TO 1981 82 


1969 70 

I97S 76 

1981 82 

S Arabia 

Ncklifiiblc 

10 

12 

U K 

3 

6 

11 

Erancc 

20 

14 

6 

Vrcvl Cfcntianv 

24 

S 

9 

USA 

7 

IS 

10 


lions in India covering about 4,000 crafts 
smen, as stated earlier, and some ot them 
overtime 1 he highlights arc 

(1) Employment, production and exports 
have increased manifold 

(2) Both export and domestic demands 
have exerted a strong pull on the sector 

(3) Growth has been export-led especially 
in jewellery, carpets, art metal, wood 
carvings and embroidery 

(4) In basketry and earthenware/pottery 
the growth is substantially induced by 
domestic demand 

(5) Domestic and export demand pulls 
have affected the particular industries 
differently 

(6) Domestic demand induced crafts have 
remained largely in the houiehoid industry 
sector and in the rural segment They 
also remain more favourable to women’s 
employment 

(7) Export demand induced crafts 
(especially jewellery and embroidery) have 
witnessed noticeable structural changes 
There are noticeable shifts towaids non 
household indiisin sector and urban areas 
They offer onl v a nominal spate for women 
and in some cases in fact diminishing 
Carpets despite export pull have retained 
rural base but women workeis' pioportion 
has declined 

(8) Phenomenal export figures conceal the 
concentration oi exports both in their com 
position (products) and direction (markets), 
which in other words means that theie is a 
substantial untapped potential attributed, to 
inadequacy of marketing channels in the 
under upped or untapped products and 
markets 

(9) Under noticeable strain is the tradi 
tional production ^vstem where the pro 
duceis were required to meet a traditional 
and known demand The function, the pro 
ducts were expected to serve was known to 
be craftsman The peak periods of demand 
were also established religious occasions, 
festivals, marriage season This enabled 
some advanced production and stocking 
with little risk Exports have brought con 
siderable and new market opportunities but 
at the same time they have unsettled the set 
product and production patterns Since 
handicrafts belong to the unorganised sector, 
the craftsmen themselves are unable to 
visualise th'- import of these changes, let 
alone do anything significant to cope with 
them 


(10) rhere has been a substantial growth 
of entrepreneurs at the marketing and 
especially export end But the private trading 
channels ate by and large not concerned 
about the producers’ (craftsmen) interest or 
helping them to reorganise the production 
system in which the craftsmen continue to 
matter 1 here are of course rare exceptions 
where traders expoiters who have been in 
this tiade for a long time prior to the recent 
export boom, have maintained a more 
durable and distinct relationship with the 
craftsmen 

(11) While exports are for understandable 
reasons exerting a strong influence on the 
structure of the industry towaids an 'orga- 
lusation', within this unorganised sector, that 
can deliver the export goods, the economic 
and social implications of the ensuing 
changes beg for a study and suitable inter¬ 
vention to make the transition orderly, with 
minimum hardship on craftsmen and aver¬ 
ting anv long term deliterious effect on the 
crafts I he principal agents of structural 
change presentlv are the private exporters 
who do not and cannot be expected to look 
beyond short run gains 

(12) One such effect is already visible on 
the design and quality front where crafts are 
being uprooted from their traditional inspi¬ 
ration with nothing durable to take its place 
riicre IS no worthwhile designs guidance 
other than what the trade is providing Even 
from a pragmatic point ot view there is no 
assessment whether some link, if not loyalty, 
to the established inspirations is not really 
our best bet even for the export martets 
where other nations also with strong civilisa- 
tioris (such as C hina) are trying to make a 
space fur themselves 

(H) In the domestic market too theie is 
no worthwhile institutional guidance for 
tiansforination ot production to suit the 
needs of the day except what some of the 
empoiia are doing with their limited 
lesources I heir shaic in the domestic 
market is in any case negligible even 
quantitatively it was only about Rs 35 wore 
in 1982 83 ot about 2 to 2 5 per cent 

(14) Market information an important 
input especially m export dependent pro 
ducts and no less important in liansiormmg 
pioduction in the domestic m ii ket, is con 
spicious by Its absence Even government ex 
port development corporations or domestic 
sales emporia have no systematic market 
intelligence system let alone the private trade 
or the craftsmen 1 his is a senous constraint 

(15) Iherc is also lack of guidance in 
anothei crucial area I he field surveys show 
that wage intensity of different pioducts 
even within the same craft vanes enormously 
(Tkbics 17 to 25) In some, the raw material- 
intensity IS very high and the wage propor¬ 
tion insignificant In others, the opposite is 
the case But there is no conscious direction, 
at any level, to give a special push to those 
products in the exports or the domestic 
market which maximise the gain for (he 


Fablc 15 Direction of Exports of Handicrafts Exciuoinc. Cii m and Iewlli fry Bs 
Five Reoions of the World 1965-66 to 1981 82 

fPer Cent Share) 


War 

W Europe 

Amenca 

(Region) 

Asia 

Oceania 

East Europe 

Africa 

1965-66 

53 

21 

18 

Neg 

3 

1970-71 

44 

21 

27 

2 

1 

1973-74 

38 

25 

29 

3 

Neg 

1977-78 

47 

24 

21 

1 

2 

1981-82 

37 

28 

27 

3 

Neg 
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craftsman If the Voinpariitive ad\antage’ 
notion were to be exertived in this reLtor 
preference must be given to the wage arena 
in the craftsmen’s interest 

(16) Substantial increase in exports within 
the short span of time has also strained the 
hereditary system oj skill transfer which 
could function when the demand was spaced 
and gradual But it is unable to cope with 
such high demand presures as has increased 
between 1971 81 The result is a widespread 
lowering oi skill standards and quality 
While in the short run export cash can be 
had because we still have a number ot good 
workers from the past, in time it will be a 
disaster 

(17) Besides, with the rising cost at living 
the craftsmen cannot carry this traditional 
burden for loo long T here is evidence of the 
system breaking down Many of the younger 
generation ate not entering the crafts The 
possibility of the stock ot good skills being 
lost within a conceivable period is high 
Intensive interviews of 72 crafts families on 
5 crafts has reported that ‘a significant 
number of craftsmen have acquired the skill 
through appicnticeship under a master 
craftsman A large number of cialtsmen 
have spent ^ ^ yeais or above ^ years iii 
acquiring the skill” (Table 26) And further 
that "more than 50 pei cent of the craftsmen 
either do not want to teach the craft to their 
children or teach their children the craft for 
lack of option” 

(18) The fields studies show that there is 
considerable division of labour in various 
products especially carpets, art metal work, 
printing, etc (Thble 27 to T2) But little 
attention is being given to assist the woikers 
in the supplementary/complementaiy skills 
Even in officially sponsored naming pro 
grammes in a tew crafts such as carpets, 
there IS no comprehensive plan for training 
in all the integrated operations This can 
create imbalances in supply of specialised 
skill which can thwart production increases 
Skilled workers, aie beginning to be a supply 
constraint even in short run as noted by 
several field studies 

(19) Field evidence showed total absence 
of any worthwhile comprehensive support 
to any craft in any centre tor technological 
upgradation ot production techniques and 
processes or for protecting the health of 
workers against ha/uids A study based on 
intensive interviews with 72 craftsmen m five 
crafts has repotted that "A consideiable 
number of craftsmen have reported that 
there has been no change m tools and 
technology Changes in design and tools and 
techniques have been broiiulit about among 
these ciaftsmeii who have changed then itch 
raques bs own innovations' That there is need 
scope and urgency foi such changes is illu 
strated by sisccial case studies of tour selc'cted 
crafts, ivoiv carving wood carving, costume 
lewellerv and art metal w nk (Appendix C ) 

(20) The numerous field surveys also 
emphasise the well known chronic problems 
of lack of finance and marketing support 


and non availabihlv of raw materials in 
tune or a* reasonable prices One field 
study leporls that "a large iiiimbci of 
craftsmen’s families were of the view that the 
scope for future in the craft is not there 
unless timely supply of raw materials and 
sales points were arranged for them” 

(21) Kaw material prices have risen 
r> Iciiiltssly and dispropoi nonateiv squee/ 
ing wages and partly the trader’s margins 
But the latter’s margins are still comfortable, 
wages are not Indeed, field studies also 
show that the gams of phenomenal increase 
in expotts (value volume) have not been 
shared by the craftsmen and women who are 
the foundation (the capital—the plant and 
machinery) of this industry Wage rates have 
improved overtime (Tables T3 to 37) but not 
111 all cases arc they able to keep place with 
the price index The cost of living index of 
the base of 100 had crossed 500 in 198T 84 
( ommodity prices loo have been rising 


affecting raw material prices as noted earlier 
But commodities are able to command their 
price, alas, not the craftsmen It is hardest 
where, the family depends much on craft 
income as in the case of women Chikan 
workers (Table 38) 

(22) For example, caipet exports ex 
penenced a sudden slack in demand in the 
carlv 1980s leading to about 32 per cent cut 
I SHI I 19 SaMiMVVOOoC SkV INC —S.\« ah AMS 
SoRAII \\ V t iNIINsnS Ol 


Si 11 ( I LI) Prodi c I 

(In ptr lent) 



Sandalwood ( arving 


Sugar 

Sorab 

Raw matciials 

15 

38 

Wales 

7S 

52 

Olhcis 

10 

10 


Somit Field Suivev 1V81 kainataka Planning 
llcpaiimi III 


I ABU It) Prowiction IN Hamiu RAI rs (LsiiMArED)— 1955 TO 1983 84 


Year 

R« Crorc 

Source 

1955 

100 00 

Report on the marketing of handicrafts (Rajkrishna 

C ommittee) extract m Appendix 

1961 

253 31 

Rajkrishna for the All India Handicrafts Board based on 
1%1 C ensus data on employmeni and selected NSS data, 
or added value detailed mcthodologv is given in 

Appendix 

19/9 80 

2,050 00 

Sixth Plan 

1980 81 

2,30000 

Working Group on Handicratts Seventh Plan 1984 

1981 82 

2,80000 

Working Ciroup on Handicrafts Seventh Plan 1984 

1982 83 

3,050 00 

Working Group on Handicrafts Seventh Plan, 1984 

1983 84 

3,25000 

Working Group on Handicrafts Seventh Plan, 1984 

1983 84 

3,750 00 

This Study 


Tabu 17 HANiikNoiiFoWooiUNCARPbrs Bhaixii WACitlivirNsiTvoi-Stuc rroVvaihrits 


Quality 

100 ( ovl 

Per C eni Share 

Knots Per M 


(Rupees) Raw Materials 

Wages 




etc 



4/30 

13 415 

58 35 

38 25 

46,080 

5/40 

22 815 

45 62 

47 95 

76,800 

7/52 

31,815 

42 13 

52 13 

134,400 

9/60 

51.355 

37 75 

62 25 

207.360 

12/60 

127 9(X) 

23 11 

74 57 

244,944 

14/70 

181 500 

14 41 

84 09 

333,396 

Sonne Field Suivev 





Iabii 18 Chikan Work Lsihroidarv 1 1 » know Wac.l Intinsityoi Sbi i< no Products 


Si/e (cm) 

Cost (Rs) 

In Per Cent 




Cost 

Wage 

Saree white and coloured 





organdi 





Ciood quality 


124 33 

51 74 

48 26 

Coloured fine voils 


74 58 

53 74 

46 26 

White fsurta 





Good quality 

107 

22 15 

88 71 

11 29 


36 

4 67 

74 30 

25 70 

Average quality 

107 

16 84 

90 79 

9 21 

Table Linen 





Tkble cover 

220 X 275 

107 57 

58 17 

41 83 

Runner 

35 X 74 

7 33 

33 16 

66 84 

Mat 

34 X SO 

645 

2714 

72 86 


Source Field Survey 
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Tabif 20 Lmbkoimkv Bandhani Work of SouraShtra- W m.k 1mfnsii\ oi 
__Smt tiD Produi rs (1984) 


Sarees 

Cotton_ 

Silk 


Cicorgctte 


^ \aids 

6 Sards 

s Aaidv 

6 Aaids 

s Aaidv 

6 yaiiK 

Raw material (cloth. 







thread, etc) 

(49 4) 

(50 4) 

(64 4) 

((" 4j 

(68 6) 

(6K 2) 

Wages 

(43 5) 

(43 6) 

126 7) 

Cs n 

(22 1) 

(23 8) 

Interest 

(7 1) 

(6 0) 

(8 9) 

(8 9) 

(9 3) 

(7 0) 

Total (Rs) 

98 75 

117 13 

266 05 

315 13 

330 os 

398 93 

Per cent 

(100 0) 

(1000) 

(100 0) 

(UK) 0) 

(100 0) 

(100 0) 


ilio aitklcA Me IS lorted to make a disiiess 
sak 

(27) rhere IS no identiliablc support to 
uisotlii. iiandictalts workcis bellei vsoiking/ 
living sondiiions health sovei to improve 
tlicir piodiiitivitv lediKing their ‘mandays 
lost owing to SKkness, inadequacy of space, 
lack ol hsi'iciic, lighting and clean environ¬ 
ment Wheif and how aie ilie craltsincn to 
make qualiiv I'roducts and keep them iin- 
soiled I lean’ In ikgia, it was noticed that to 


ioune Field Survey 


rvuir2l Pvioi SOI I'vivs \V v i Isii s'in 
(>l Still TiIt Proih ( I 

(Lull Ont 1‘atola Suni) 



t OM (Rs) 

I’ci ( Vlll 

t OSt III 

1 iw in itiinis 1 1181 

(IH) 

W.igi V 

4 '29 

(’7) 

Ollitis 

|9) 

(3) 

lol ll 

6 169 

(UK)) 


Siiunt I uid Sindv 


I vBi 1 22 Am Ml Ivivvvki Mukviivkso 
\S VI I Im i Nsi 1V 111 Si 111 11 It 
f’Kitlti 1 I ■, 198t 


UK) p,.v bi.iss 
irlaiili I 

wcigliine 

500 Bianiv 

lotal 
( list 
(ksi 

l\i ( 111! Sh la 

K.iv\ VNatis 

M iikii iN 

Lit. 

each 

100 IKV l-iTjc, 
llowii vases 
weigluiip 

5(K) grams 

3, ro 

63 

37 

each 

3 (KM) 

Vi 

41 


IkUISiiivcv 


in the selling price between 1978 and 1983 
Consequently the wages ot carpet weavers 
were substantially depressed For an Agra 
carpet (of 6' x 4' woollen II x 19 knots per 
sq inch) for example, wages were slashed 
from Rs 900 to Rs 600 Raw material prices 
in the same period however increased fiom 


instances weie leiorded in Kaiasihan whin 
the exports of hand punted textiles, declined 
also Ill the earls 19K0s Ihe risks ol ti.ulc 
aie thus borne dtvpropoilionaielv bv the 
ciaftsmen cspcciallv in the slack pciiod 

(24) I here a'c similar risks home hv the 
craftsmen in tin domestic inaiket As 
various lase studies show, coiisigniiiciit 
system and practice ol arbitiaiv dcdiictinns 
peisist 

(25) Theic is an ixarnple ot iisks ul.itcd 
to stone statues mimitactuied iindci otdci 
jv stone larveis as btought oin Its the 
J.npui studs “In case ol disappi lal tin 
artist has to mamit icture a new siat k Im 
the cMstomti dut in which his lapital m 
money involved in iht inaiiufaitiiie of the 
rejected statue eiilur gets totalis lost or gets 
blocked foi longpciiods Some tunes lie has 
to accept much reduced pi ices foi such pio 
ducts to the extent that he fails to recovei 
even his investment in the puichase ol the 
requisite stone, culling and smoothing ol it. 
chiselling charges and colouration and 
polishing expenses etc, along with .merest 
or incidental cliargcs inclined theieun have 
to be borne bv him” 

(26) Another risk, brought out bv a held 
study ol ait metal articles “Some time pai 
ticuldi types ol ariK les are in the vogue and 
they sell like hot cakes Ihis allures the 
manufacturers, who get such articles maim 
faciured m large numbers When the 
demand changes ihe trader cancels ihc 
order" The artisan is in no position to sioic 

Tabu 23 WrHiiitN Ui riis NXvir 1 


accoinmodati ihc huge caipei loom in 
Kistinv ( ottage, the weavei had to put his 
children out m the cold With substantial 
iiicieascs in piodiictioii in Ihe past 10 15 
sears, housing space lor the lamihcs of 
ctallsmcn luivi been squeezed 

t28) Fven craltsineii honoured with 
Naiumal Awards weic found languishing 
and one died soon alter a piotracted 
approval ot his entitled pension 

(29) I iieic IS no woithvvhilc piogiamme 
III evideiui which is aKemptiiig to lostei the 
giowth ol wc^ikci’s CO opeiativcs or infra- 
sliuctuic ol apex co opciaiives in the handi 
mils secim 1 his makes the craltsineii even 
moie vuliu'iablt than ncce> iry to the pres 
siires of traders, raw material prices and 
oifu r ladurs 1 he absent c of an insiitutional 
base at the woiKets' level also limits the 
options lor unprovemcnl in technology, m 
housing and amenities and developing some 
iiisuiJiue against trade and health risks 


I AHI t 2* Al,Mt Inoi srRV . Caxibav - 
Wai.i Inii Nsin in I’r<x issiNir 1984 

(I/nil ^0 ki( Agate Stone) 


Items ol C osl of 

Cost 

P« C’ent 

Produciion 

Her I'nil 
(Rs) 

Share 

Raw materials 

50 

(20) 

W'age cost in piocevsing 

166 

(66) 

Depicviaiionandintercsi 

34 

(24) 

lolal 

250 

(100) 


Sonne I leld Siuvrv 


Nsii Y IN Si I rt no \ vrii hi s (1984) 


20 to 25 per cent respectively lot wool and Variety 


Cost in Rs Raw Materials 1 ic Wages 


cotton The exporters margin also declined 
substantially but he had enough cushion in 
the first place (Rs 470 per piece in 1978) lor 
It to be still rewarding when his margin 
declined to Rs 140 per piece in 1983 
(23) While wages fall due to slack, the 
consumer index does not Imagine the cruel 
effect of reduction of weavers wages by 
Rs 300, i c, by one third, against an increase 
ot 173 points in the cost of living index in 
the same period (from 324 in 1977 78 to 497 
in 1982-83 in the All India Consumer Price 
Index with 1960 as base) Since over 92 per 
cent of the Agra cat pets are dependent on 
exports the weavers had no alternative but 
to surrender to a drastic wage cut. Similar 


Sizes X 20 60 5 ply 140 64 0 36 0 

Size 90 X 120 ems 30' < ply 164 69 S 30 5 

Source I leld Survey 


Tabu 24 H\nu Knoi ii n Wixn i ln t XKi't-rs kssiixiiR Wui iNiicsnyoi 
Si 1 LC TUI VaRIF III s (1984) 

(Onil One s</ ></) 

Quality Total C ost (Rs) Raw Materials fti Wages* 

20 X 20 1,350 23 77 

18 x 18 1215 28 72 


A/ore * Includes weaving, pre-weavmg (dyeing, designing, taliiii writing, etc) and post-weaving 
(clipping, drying, etc) 

Source' Field Survey 
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Chess Board 

Thble lop 

Plate 


18 X 12 

(Rs) 

(Rv) 


(Rs) 



Raw materials 




—Marble boaid 

112 

s<KI 


— Stones for inlay 

so 

800 

50 

Stones for squares 

60 



—Others 

20 

160 

to 

—Albastei 



50 

Labour 

)80 

2 000 

40 

Master Craftsmens margin 

15 

too 

5 

C ost 

45’ 

1 560 

105 

Wages as peret ntage of cost 

(19 18) 

(56 17) 

(18 09) 


Sourte Field Survcv 


Tabif 26 Transfer m Skins (1 iMt BtQUiRii) io 1 1 \hn) SFimri) ( raffs 
(JtSSn I FRY C \RVIN< Ahi Mffai ) 



No of Res 

less than 

1 2 Years 

2 4 Years 

4 6 Years 

More than 


pondents 

One Year 




6 Years 

Roosewood carv(ng 

8 




7 

I 

An metal 

41 

1 

16 

21 

1 


Laeuerware 

30 

26 


4 



Silver jewellery 

18 



5 

5 

8 

Sandalwood earves 

71 


14 

40 

12 

5 

Ibtal 

168 

27 

30 

70 

27 

14 

Pei eent 

(100) 

(16 07) 

(17 86) 

(41 67) 

(16 07) 

(8 33) 


Source Field Survey Ml D KarnatalLa 

Tabu 27 Division oi I aboi R HANoKNcmin Wikiii inC arpi is Sharfin Iotm Wac isoF 

DintRFNI CAIfcCORlISOF WoRKl kS 19X4 


(Unii m M ) 


Activity 

4 10 Knots 

5/40 Knots 

7/52 Knots 

12/60 

14/70 

46 080 

70,800 


114,400 

244 944 

111 198 


Per M* 

Pir M^ 


Per M^ 

Per 

Per M 

Clipping 

(Oil) 

(O?)") 





Embossing/eombing 

(3 7) 

(4 4) 





IMishing 

(15) 

(1 7) 

► 

(9) 

(16) 

(17) 

Repairing 

(0 02) 

(0 9) 





Djmng 

(001) 

(0 01)^ 





Weaving 

(93 0) 

(92 0) 


(910) 

(84 0) 

(83 0) 

Ibtal (Rs) 

13 415 

22 815 


11,815 

91,800 

147 000 

Per cent 

(100) 

(100) 


(100) 

(100) 

(100) 


Sotei (i) In the higher varitties the ratio of cost of raw materials and interest iharges in Ihe 
total cost increases significantly 

(il) The share of workers other than weavers also rises sigiiiricamly in the higher varieties 
Source I leld Survey 


111 

Policy and the Handicrafts 'sector 

Successive plans have emphasised the im 
portaiice of (he village and small industries 
sector ol which handicialis aic a part to the 
economy on grounds of preserving the 
heritage of skills cmrlovmcnt and cspori 
earnings 

The schemes and programmes m the village 
and small industries sector assumes special 
significance in the wake of this sector (hiow 
ing open large avenues of employment on a 
dispersed basis and with low levels of invest 
ment The programmes being formulated m 
this sector largel) subserve the objectives of 
improvement in the levels of production and 
earnings through measures like upgradation 
of skills and technologies, fuller utilisation 
of existing installed capaaties, utilisation of 


Ilk il riw iiiiliiuls cstdblishmciil 1 1 i vvidit 
entrepreneurial base etc 
labli 19 shows the share ot village and 
small industries (\ and SI) sector ir total 
Plan ouilav and lable 40 the share ot handi 
crafts within the V and Sl secioi trom the 
Fust to the Sixth Plan 
Except for Second and Third Plans when 
the \ and SI sector leceived 4 per cent and 
2 8 pci cent iispcctlvelv ol the total Plan 
outlay Its share in the Plan has been con 
fined to less than 2 per cent In the Filth and 
Sixth Plans, it has been 1 8 per cent Actuals 
for the Sixth Plan may be even lower In 
handicrafts, for instance, the actual expen 
diture IS likely to be only about 70 per cent 
of the outlay of R$ 110 crore 

Wtthin the outlay for the V and SI sector, 
the share of handicrafts has been nominal 


3 20 per cent 2 4 per cent and 2 per cent in 
the first three Plans respectively, and 3 85 
per cent and 6 23 per cent respectively in the 
filth and Sixth Plan Total Plan expendituie 
on handicrafts from the First to the Sixth 
Plan has bvtii less than Rs 140 crore in 
eluding the entire outlay of Rs 110 crore in 
the Sixth Plan 

Between I960 and 1984 handicrafts have 
delivered Rs 9 516 croic worth of foreign ex 
change to the economy with the promise of 
progressive increase 


lii/ui of fldU(Utiull\ Lc/jorn I960 1984 


Yeai 


Rs Crore 

1960 70 


169 

1970 80 


1917 

1980 84 


5 210 

Total 


9,516 

Between 1961 and 1981 thev also provided 
additional employment to about 25 lakh 
persons and helps (j to dimin sh the ins.idence 
ol underemplovment amongst Ihe 10 lakh 

woikets who vseii 
in 1961 

already ir 

the sector 

It will he inteicsdng In compan handt 

Cl Ills comiihution lo cinplovincni with that 
ot the otgtniscd sector (public and private) 
in rntnulacluiing between 1961 1981 

Xdihtt nal 1 iiif II \iiicni in Manii/ai liinni. 

1961 SI 


(/« lakh) 

A ()ij,anised Scctoi 



Public scctoi 


11 61 

Private sectoi 


15 25 

loial 

B Handiciatis 


26 88 

total 


25 00 

itn 1 Cl Horn c Si 

> N 


Tabu 28 Division oi Iahocr 

Ari Mltai 

\N »RK \l kM)\l{\> 

V||\RI 1 

IJII 1 1 RTM 

( Alls ORIbS OF WuRRERS IN DlFFlRENI 

Operations 1981 



Wage Cost 

Wage Cost 


(Rs) 
Brass 
Planters 
445 Rs 
Weighing 
2(XI kes 

Per Cent 

Melting of metals 



tor gulli making 

87 5 

(2 90) 

Rolling ingots 
( ullintt into small 

691 0 

(23 00) 

circles 

Forming into shape 

1800 

(12 00) 

including die 
operation 

1 465 7 

(48 00) 

Cutting of edges 

712 

(2 30) 

Polishing both sides 
Filling include 

166 2 

(5 45) 

tening resetting eli 

95 0 

(310) 

Packing 

890 

(2 90) 

Total 

3,047 0 

(10000) 


Source Field Survey 
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Tabif 29 DntsiON OF Labour ArtMeiai Work, Mormubm) —Sti \rf oi DirtKtsi 
C AFEGORIFS OF WORKERS IN MANUFACTURE OF SFI rrTFD PRODUCTS 1981 


100 Pieces of Brass 100 Pieces of Brass Activity 
Planters Mower Vases 



Rs 

Per Cent 

Rs 

Per < em 


Activity 
—Press, lathe 

630 

(47) 

575 

(39) 

Casting 

—Fitting 

50 

(4) 

50 

(3) 

Welding 

- Scrapping 

400 

(30) 

500 

(34) 

Scrapping 

—Polishing 

250 

(19) 

350 

(24) 

Polishing 

Total 

1,330 

(100) 

1,475 

(100) 



Source Field Suivev 
Txiiil 10 Dimmisoi I sHin H M\miri 

\Nf\VIM InCiI I\K\1 MlCkl ()l 

Dun Khsi c vrr< oriis oi \V( rki ks 
Ik foi \i W \( Fs 1984 


( ileaoiv 

W ikcs 

Pii Mcinili 
(Rs) 

Pii ( ml 

Weavci 

2 074 

141) 

Dver 

870 

(IM 

Si^ti 

930 

(20) 

t ilctultiti 

(>5S 

(18) 

lot it 

4 729 

(IlKt) 


Soiint licldSuivt) 


In the light of the abent, the resources and 
attention received by the handicralts sector 
relative to its contribution to employment 
and foreign exchange at ihe hands of the 
Plan bear no coniment What bears com 
ment however is that some ol the acute pro 
blems of the craftsmen- of (1) working and 
living space, (2) health facilities (3) orderly 
supply of raw materials (4) relief troin the 
burden of training skilled workers which is 
now cntirclv on their lean shoulders and 
(5) some cushion against tiade risks re 
viewed brieflv in the prc*vioiis chapter, cry 
for attention 

Lack of data about the unorganised sector 
of which handicrafts are a part is perhaps 
one of the reasons foi absence of adequate 
Plan support 

All eyes are set on the Economic C ensus 
1980 to fill some of the data gap on the 
unorganised sector Meanwhile, some of the 
available data from the Census (Economic 
and Establishment Uibles) is summarised in 
Thbles 41 to 4S I or all its known limitations, 
this data does provide some idea of the 
magnitude structure and changes in the 
unorganised sector between 1961 1981 I he 
data show 

(a) That employment in household in 
dustry which was 120 lakh in 1961 declined 
to 77 lakh or by about 36 per cent In the 
rural segment, the decline was more pro 
nounced at over 45 per cent The incidence 
of decline on the household industry in this 
20-year period was more severe on women 
(55 per cent) particularly rural women (61 S 
per cent) 

(b) What the women gained in absolute 


numbers in the manufacturing industry 
other than household industry in the same 
period, was a small proportion of what they 
lost—they lost 26 lakh jobs and gained 12 
lakh However the male workers appear to 
have gained more substantially in the 
manulacturing industry other than house 
hold industry in the rural segment between 
1961 and 1981 Ol the additional 37 lakh 
jobs which accrued in this sector in the 
20 year period men picked up iwo thirds 
and the women one third 

(c) Data available on the relative strength 


of the organised and unorganised sector tn 
manufacturing is confined to the period 1961 
to 1971 (Tkble 43) Not all the figures appear 
comparable Tor example, the numbei of 
registered factories and employment in the 
organised sector is shown to have declined 
substantially between 1961 and 1971, which 
cannot be correct In any case, the defini 
tion of registered factories during the period 
has also not undergone any change The 
unorganised sector data on the other hand 
shows an increase in the number of esta¬ 
blishments both in urban and rural segments 
between 1961 and 1971 Employment also 
increased in the urban segment during the 
decade Decline in employment is confined 
to the rural segment Whether and to what 
extent, these are due to definitional changes 
o( the household industry or a transfer of 
a given rural area into an urban area over 
time IS not clear from the data available 

(d) It does, however, show that there is a 
very substantial number of units organised 
and unorganised which are operating with 
out power on a manual basts Their number 
increased fiom 22 79 lakh in 1961 to 24 27 
lakh in 1971 In 1971, they employed 65 lakh 
persons 


Tabif 31 Division of Labui r Agate Stonf ( ambav—Share or Difterfnt Catfoories 
OI Workers in Wa<,fs in At.su Production Processes 1984 

(Unit A bag oj 50 kg Agate Stone) 


Production Process 

Required Average 

Average 

Total 

W^ges 


Labour Input 

Day Rate 

(Rs) 

Per Cent 


(in Mandays) 

(Rs/Day) 



Banking 

Cutting and shaping 

6 

8 

48 

(29) 

Roughing and smnoting 

6 

7 

42 

(25) 

Drilling 

6 

8 

42 

(29) 

Polishing 

2 

14 

28 

(17) 

Total 

20 


166 

(100) 


Source Field Survey 


Tabu 32 Division or I abour Bandhani C raft Soi rashtra-Sharf in the 
Wagi Bui tor Diffi rent Prck rss and Variliiis of C loth 1984 


Category Artisans 



Six Ykrd Sarees 





Cotton 


Silk 

Georgette 


Rs 

Per Cent 

Rs 

Per Cent 

Rs 

Per Cent 

Printer 

12 

(23) 

28 

(35) 

35 

(37) 

Tier 

11 

(22) 

14 

(17) 

15 

(16) 

Dyer 

25 

(50) 

35 

(43) 

40 

(42) 

Washer, sizer etc 

3 

(5) 

4 

(5) 

5 

(S) 

Ibul 

51 

(100) 

81 

(100) 

95 

(100) 

Source Field Survey 







Tabi t 31 

Hand Knotted Carpets Mik/\m 

K Ik M)s I 

Wl \\1N( 


Raifs/Sq Yd of Carpet 

1974 1984 









On Rs) 




Quality 




4/40 

5/40 


7/52 


9/60 

1974 

28 

35 


80 85 


140 

August 1976 

40 50 

80 85 


150 165 


250 260 

1984 

125 

200 


280 


480 


Source Field Survey 
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(e) Tkble 44 shows that of the 38 04 lakh 
employed m 1971 in the ‘household industry’, 
29 89 lakh were operating manually without 
the use of power ol them as many as 29 32 
lakh were in the rural areas 

(f) Tkble 45 shows that even in the units 
employing from 5 to 9 peisons each (extlud 
mg household industry units), nearly one 
half were operating manually, employing 
about 45 per cent of the work force in such 
units The proportion of the units as well as 
the proportion of persons employed on a 
manual basis among the units employing 
upto 4 persons (excluding household in 
dustry units) is of course relatively higher 

(g) Ihe fact that a number of 
establishments and workers operate their 
enterprises manually does not necessarily 
suggest that they could not do with power 
It reveals more perhaps the inability of the 
developmental system to reach power to 
them which for several activities is a pre 
condition of any significant improvement in 
their productivity and production techni 
ques it demonstrates also that mere explora 
tions to the unorganised sector to improve 
Its technology or pioductisity or to embrace 
‘modernisation’ are not very helpful 

IWo major areas of policy interventions 


Tabu 34 

HandKnoiiidC srfi 

IS K ysiiMiR 

JAII I K 

7 Kl NOS IN W 1 

Rsiis 

1977 1984 



(Per day (KiJ) 



1977 

1984 

Jaipur 

Weaver 

7 

50 


Wcivtr 

•J 10 

30 40 

Kashmir 

Wastkai 

14 20 

40 50 

Souixp T icid Survey 




which thus emerge are (i) improvement of 
data and (it) the expansion ot infrastructural 
support to the units and workers in the 
organised sector 

Bu* even if the Flan were to provide for 
such services to reach the craftsmen (as 
indeed other workers in the unorganised 
sector), it would be necessary that there is 
some minimum organisation of the workers 
—be it an association or a service co 
opciative or a marketing co-operaiive loday, 
handicrafts deve'opment programme has a 
purely ritualistic, if not an infructuous pro 
vision lor fostering workers co operatives 
This must alter Such an institutional base 
is also needed to dilute over time the existing 
near monopoly of private trade (Table 46) 
Next, in the needed services three deserves 
high priority 

a 1 he state I indmg ways of meeting the cost 
of training without necessarils sup 
planting the traditional system, 
b A sectoral and substantial programme ot 
housing cum work space for craftsmen— 
especially those whose production process 
IS space intensice such as carpet looms, 
and 

c Improvement in tools/techniques on a 
scale that coveis a substantial proportion 
ol the woik loice 

An important step is for the Planning 
C ommission to make an upward vision of 
Plan outlas for a sector contributing so 
substantially to its main purposes In 
addition to ensure an independent and extra 
budgetary support for the welfare of the 
cialtsmcn (at least a fraction of what 
woikers in the factory sector are entitled to) 
and for some risk insurance, a one per cent 
cess on etports and domestic sales through 


7 sBi c 37 Art VIrTAi Cr si i 
V sKANssi 1961 1984 



1961 

1984 

No ot Lulls 

115 

245 

Froduclioii 



(Rs in ciore) 

2 62 

16 

1 mplovmeni 

76 

1225 

Average monthly 



earnings (Rs) 

75 150 

575 1125 


Source I leld Siir\e> for 1984 

public emporia, could be considered 
The development organisation as a whole 
at the Centre and the states would need to 
be restructured appropriately and adequately 
toi these tasks - both at the front of widen 
ing and extending exports and for deliveries 
the listed development services 

l^t but not least, handicrafts also require 
protection from unfair and unwarranted 
competition Here it is pertinent to recall the 
advice of the Report on the maiketing ot 
handicrafts to the policy maker 

A Non ON COMPtTI riON AND 
Proiec nos 

It is generally supposed that handicraft 
goods are not subject to Ihe competition of 
mill made goods because of the high degree 
of artistic skill required in their manufac 
lure from this belief the corollaiy is drawn 
that handicraft goods do not require any 
positive protection against competition 
Now, while It is true that machines cannot 
produce goods of the same artistic quality 
and range as the personal skill and creative 
imagination of the craftsman a complacent 
belief in the immunity of handicrafts to the 
competition of mill made goods is erroneous 
for several reasons In any case it needs 
several qualifications 
Firstly, though milt made goods may not 
compete with handicrafts directly, their in 
direct effect on the size of the market for 
handicraft goods is enormous Machines 
may not produce exactly the same goods as 
handicrafts, but they do produce similar 
goods for the same uses Machine-made 
goods may not have the same intricate and 
ingenious artistry as handicrafts, but they 
have sufficient beauty and variety to charm 
the modem consumo' away from handicrafts 
In some handicraft lines there is clear 
evidence of indirect competition from 
machine made substitutes thus 

1 Machine made floor covering industries 
are offering increasing competition to the 
hand woven Indian carpets This size of 
the pile carpet market is shrinking due to 
the availability of an enormous variety of 
machine made floor coverings 

2 Machine pnnting is offering competition 
to hand printed textiles 

3 Alumimum and stainless steel utensils are 
competing with brass and bell-metal 
utensils 

4 Synthetic fibres hke rayon are competing 
with real silk products 


Tablets bMBROioERiES Kashmir Handk raits—Some Ti pk al Waoe Ratfs 
AND AvrRAliE MONTHIV EaRNINOS in SeI ICTED Crapts 


Craft 

Wage Rate 

Average 




Earnings 

Per Month 


1978-79 

1982 83 

1982 83 


Rs 

Rs 

Rs 

Gabbas 

40/kg of wool 

93/kg of wool 

600 

Needle work shawl embroidery 

8/day 

20/day 

700 

Hook work embroidery 

75/kg of wool 

l(X)/kg of wool 

700 

Ctewal and chain stitch embroidery 

75/kg of wool 

100/kg of wool 

800 

Source Field Survey 




Table 36 Ivory Carvino 

Dn HI—Changes bitwiin 1955 1983 


1955 

1969 

1983 

Units 

18 

223 

100 

Employment 

200 

385 

300 

Production (lakh) 

2 50 

28 78 


Exports Oakh) 

1 58 

7 28 

1144 

Raw materials. Ivory (per kg) 

32 (per seer) 

85 

1,200 

Wages'earnings' (Rs) 

7 12 (per day) 

500 (per month) 

250-60(P 


Notes 1 Ban on the use/sales of ivory tusks in many countries, had led to animal bones 
being used, price in 1972 was Rs 100 per kg 
2 8 to 10 hours per daj Pan lime 250-400 Apprentices Rs 5 jier day 
Source Field Survey 
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Table 38 Chikan Work Embroidert: Lucknow—Women Workers Contribution to 

Househoi d Incxjme 


Income Categories (Rs) 

Average Household 

Average Income 

Percentage of 


Income Per Month 

from Chikan Work 

Chikan Income i 


(Rs) 

Per Month (Rs) 

Total Income 

0-100 

80 

0 

100 00 

101-200 

157 5 

63 83 

41 80 

201-300 

254 3 

64 06 

25 19 

301 400 

245 

55 

15 94 

401 500 

465 

65 

13 08 

Average 



28 00 


Source Humd Ahmed 


Tabif39 Shari ohhi Villcop andSmau Indusirv Src tor cndIndusiry \nd 
Minerais in Pi an Lxptnditi ri/Outlay 


Plan 


Period 

Actual 

V and SI Sector 

Industry and 




bxpenditure 

Per Cent of 

Minerals 




(In Crores) 

Total Plan 

Per Cent of 





Outlay 

Total Plan 






Outlay 

Eirst 


1951 56 

43 

20 

2 79 

Second 


1956 61 

180 

4 0 

19 56 

Third 


1%I 66 

241 

28 

2010 



1966 69 

126 

I 9 

22 80 

Fourth 


1969 74 

242 

1 5 

18 20 

Fifth 


1974 78 

388 

1 3 

24 00 

Sixth Drift 

1978 83 

I 410 

18 

19 7( 

Sixth 


1980 85 

1 780 

1 8 

13 57 

Note 

1 xpenditure in the two years 

1977 78 and 1978 79 was Rs 409 croie 


Source 

Plan 

Documents and Economic Survey 




Tahi i 40 Pi an I \pi nditlfre/Oi ii ay on Vii i w i and Smaii S< ai e 
iNDi siRY SiuniR 1951 It) 1985 

(Ri in cron) 



First 

Second 

Third 

I ourlh 

Fifth 

Sixth 


I9S) 56 

1956 61 

I%l 66 

1969 74 

1974 78 

1980 85 

A Handicrafts 

10 

48 

4 51 

_ 

14 94 

1110 

B Handlooms 

II 0 

2 97 

26 43 


80 61 

311 0 

Khadi and V and 1 

84 

82 4 

90 05 


126 38 

547 0 

Sericulture 

1 3 

3 I 

5 30 

_ 

19 23 

165 0 

Coir 

01 

20 

1 84 


5 55 

26 7 

Rural md projects 


- 

5 41 


• 


. Sin ill sc ill iiidiisiis 

52 

444 

62 67 


121 90 

616 0 

Industrial estates 

— 

11 6 

23 15 


17 64 


District industry centre 







D Geneial schemes administration 






and research 

- 

ISO 





Powerlooms 

- 

20 



1 53 

4 15 

Total 

M2 

200 0 

219 56 


387 79 

1,7800 


Note • Included m Small Scale Industry 

Tabie 41 Main Workers by Indumrial Cattoorii s Cmanges Rltween 1961 1981 

(M)y m lakh) 


1961 1981 _1 961/1 981 _ 

Nos Percentage 
Change 


A lotal mam workers 

1,887 

2,225 

338 

(+) 

17 91 

B Cultivators 

996 

925 

71 

( ) 

/ 13 

Agricultural labour 

315 

555 

240 

( + ) 

7619 

Sub total (1 + 2) 

1,311 

1,480 

169 

(-1) 

12 89 

C (A B) Other than cullisators 

576 

745 

169 

(t) 

29 31 

—Livestock/roinmg etc 

52 

61 

n 

(E) 

21 15 

—Household industry 

120 

77 

43 

( ) 

35 83 

—Manufaciunng industry 
other than household industry 

80 

174 

94 

( + ) 

117 50 

—Construction 

21 

36 

15 

(E) 

71 43 

—Thide and Commerce 

77 

139 

62 

(-1) 

80 52 

—TVansport/storage 

30 

61 

31 

( + ) 

103 33 

—Others 

196 

195 

1 

( ) 

Neg 


5 Glass and plastic articles competing with 
i\oi\ hangltshand made toys sniokeis ii 
ulIcs metal Loniaincrs, bags wallets, table 
linen and potterv 

6 Machine embtoideied cottons silk and 
ssoollens aie beginning to conipcic with 
the hand embroidered goods 
Machine made ciockeiy is competing with 
hand made pottery 

kmpiYiary demand booms in particular 
litas should not make us forget this 
OMiall long term tiend Impeiceptibly but 
steidily the maikct lot handicrafts is being 
sn Itched I s IS bs machine made goods ol 
all kinds 

11 attention is not paid to this subtle 
competition and tncasuies devised to pio- 
tect handiciafts against it we mas find that 
handicrafts arc steadily losing ground in 
spilt ol all efforts to presetvc them 
Ihercfoie common pioduction pro 
giammes arc needed not mcrclv lor the 
benefit of village industry which are 
directly aftected by large scale industiies, 
hut also foi the benefit ol handicrafts 
whose niaikct is indiicctly ciiitailed by 
them 

1 hough this warning was gisen 10 sears 
ago in 19*<s II wTs not heidcd instead just 
to cite Ihrei grave exampUs 

a Machine made ciipct units hast been 
licensed which aic ofteniig stiff and unfair 
competition in the law m.iiciial maikct 
II wool prices thus rise carpets exports 
will flounder 

b 1 arge Scale mechanisation has been 
permitted m textile punting extinguishing 

2 5 lakh job opportunities, and ihe craft 
may eventually become extinct as pointed 
out in the special teport “Hand Printing 
IS Dving , Impact of Indisciiminate 
Mech inisation, March 1984 

c Powcilo ims aie killing handlooms and 
powei looms continue to expand at a 
tremendous rate with the official^un 
official patronage of the government con 
trary to public policy as pointed out in 
a special repoii on handlooms “Handloom 
Industry 1800 1985 In Search of a 
Policy”, February 1985 

1 he craftsmen are hard to work sweating 
Twas foi the economy and the policy- 
makci It IS time for the policy maker to lift 
his htUc linger in their fasoui We have a 
hciitape 10 keep 

Appendix A 

ISriSIsrEMII INVISIVIM Gl IPn AND 
VAiLf Added Bv Mani'Eacturf in 
Handk RAEiN Industries (1961) 

In March, 1%5, the All India Handicrafts 
Board published detailed figure of employ 
ment in the handicrafts sector which were 
compiled from and collated on the basis of 
the 1961 C ensus data In this note, an 
attempt has been made to construct esti¬ 
mates of total investment, gross output and 
value added by manufacture in the handi 
craft industries 

2 1 his has been done by calculating gross 
output and investment per worker for 
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different handicraft industries from the data 
thrown up by 97 surveys (covering 20,000 
manufacturing units) conducted by the All- 
India Handicrafts Board and projecting 
them on the basis of employment data 
drawn from the 1961 Census. Indices were 
worked out for each broad industry group 
and Ttgures of the total investment and gross 
output arrived at only as such. A detailed 
note on the method of estimation together 
with limitations of data arc given in the 
Annexure. 

3 According to these estimates, the total 
investment and annual gross output in 
handicrafts industries work out Rs 76.78 
crore and Rs 253.31 crore respectively in 
1961. Relevant figures in details, are given 
in the Appendix fable I 

4 With the recent publication of a report 
prepared by the NSS (Report on the Small 
Scale Manufacture—Rural and Urban, 14th 
Round National Sample Survey. Govcinment 
of India, New Delhi) it has become possible 
to even estimate net value added by 
manufacture in the handicrafts sector as a 
whole. The report covers unregistered 
manufacturing units in households including 
handicrafts both in rural and urban areas 
though no separate figures have been given 
for handicrafts. According to this report, the 
value added by manufacture is estimated at 
54.6 per cent of the gross value of output 
in the household sector. Applying the 
same percentage to the total gross output 
(Rs 253.31 crore), the value added by 
manufacture works out to Rs 138.31 crore 
in handicraft industries in 1961. 

Annl'.xuri- It) APi’iiNtrix A: A Not I ON 
Met noDotXKiY por Estimatinc. 
Invest MEN t and Gross annuai 
O uTPur IN Handicrafts Sector 

The estimates of investment, annual gross 
output and value added by manufacture in 
the handicrafts .sector are based upon data 
taken from two sources, viz, (i) 1961 census 
and (ii) survey reports brought out by the 
All-India Handicrafts Board. Some use ha.s 
also been made of the NSS report covering 
its 14th round of field survey for calculating 
the value added by manufacture. 

Census Data 

Regarding 1961 Census data, information 
about employment and nature of products 
was also collected during the census opera¬ 
tions from the houses in case they were being 
used as workshops. Data thus collected have 
been classified according to the Standard 
Indu.strial Classification and tabulated by 
the Registrar General’s office. 28 ‘minor 
groups' of the Standard Industrial Classi¬ 
fication are considered to be related to 
handicrafts industries. Out of them. 9 
‘minor groups’ are taken to be of composite 
nature covering tsoth handicrafts as well as 
non-handicrafts industries for which varying 
proportions for titadicrafis haNe been fixed; 
the remaining l^minor groups’ arc con¬ 
sidered to dsterWndicrafts exclusively. The 
minor grou^. their code numbers and pro- 


Table 42: Main Workers in ‘Household Inoustmt’ and Manukscturino Other than 


Household Industry Changes Between 1961-1981 Including by Rural 

Segment and bv Women Workfj«s 

(Nos in lakh) 

Household Manufacturing 

Industry Industry Other 

Total Than Household 

Industry 

Ibtal 

Total 



1961 

120 

80 

1981 

77 

174 

Percentage change 

(-36) 

( + 117.5) 

Rural segment 



1961 

99 

24 

1981 

54 

61 

Percentage change 

(45.45) 

(+154) 

Women workers 



1961 

47 

8 

1981 

21 

16 

Percentage change 

(-55) 

(+100) 

Women workers in rural segment 



1961 

39 

4 

1981 

IS 

8 

Percentage change 

(-61.5) 

( + 100) 


Source: Cen.su s. 


Table 43: Oroanisbd and Unorc.anisei> Sector 1%1-1971 Establishments, EMPLOVMENr, 
Urban/Rural, Operated Manually 


(In lakh) 


1961 1971 


A Organised Sector 


No of Registered factories 

1.50 

0.89 

—Urban 

0.93 

0.53 

—Rural 

0.57 

0.36 

Employment 

131.97 

56.04 

—Urban 

62.05 

38.29 

—Rural 

69.92 

17.75 

B Unorganised Sector (unregistered factories/household 
industry) 

No of establishment 

—Urban 

6.21 

11.63 

—Rural 

16.29 

22.32 

Employment 

—Urban 

20.88 

29.65 

—Rural 

99.43 

41.48 

C Tbtal workshops/factories (A+B) 

—Tbtal employment 

252.30 

127.21 

Manual (without power) factorie.s/workshops. 

organised/unorganised 

22.79 

24.27 

—Employment 

— 

60.50 


Source: Census. 

Taiu f 44: A Prohi t or thf UNOR(.AMsrD Sector—Number or Units, Number or Persons 
Employed, Units by Size of Employment, Rural, Manual, i e, not Using Power, 1971 


(In lakh) 



Units 

Tbtal 

Persons 

Employed 

By Size of Employment 

1 to 4 Persons 

Units Persons 

Employed 

A Unregistered workshops 

13.15 

33.13 

11.32 

20.96 

—Rural 

5.46 

12.16 

4.86 

8.32 

—Urban 

7.69 

20.98 



B Household Industries 

20.80 

38.04 

11.94 

33.15 

—Rural 

16.86 

29.32 

16.30 

26.31 

—Manual 

16.04 

29.89 

16.30 

25.88 

C Total of A + B 

33.95 

71.17 

31.26 

54.11 

—Rural 

22.32 

41.48 

21.16 

34.63 


Source: Establishment Ihbles, 1971. 
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portions lakr'i for handicrafts arc shown 
in Apiiendix labk 2 

On this basis cmplo>mcnt estimates foi 
each ‘minor group have been worked out 
Accordingls, the total emplosment in the 
handicratts sector came to 1012 lakh For 
working out investment output estimates, 
the above 28 ‘minc>r group’ are further re 
grouped into 16 broad groups (refer 
Appcndis Iiblc 2) to laciliiiic luitlui 
cakiilaiio 1 

Craft Surieyi 

The All India Handiciafts Board has 
earned oui 97 surveys during 19^7 64 these 
97 reports cover 127 centres all over the 
country Regarding woollen eaipels, rugs 
and druggets a countivwide survey was 
undertaken and all the cenlits were fullv 
covered For other crafts the coverage undti 
these surveys is paitiai 
Process of Estimation 

From these repoils, data ihotit cmplr v 
ment, gloss annual output and investment 
have hccR culled out and classified aceord 
ing to 16 broid groups’of indiisliies I tom 
these data, indices of gross output and 
invcsimeni per worker arc calculated in 
respect of each ol these broad groups’ 
except two namclv (a) carpets and other 
similar tvpes of textile products and 


TABitaS Rir.isiiRiD/UNRrc.isriRH> Wr>Ri,sm i'sOthi-r in sn Hot isi Moio Industry BV Si 7 E 
Ol- tlMriOSMIM AMI lllOSl Nfn UslNti PowFR 1971 

(tn lakh) 



Toiul 

Uplo 4 ^^;^sons 

_5^ to 9 Persons 


Units Persons 

Employed 

1 ItlltS 

Persons 

Employed 

Units 

Persons 

1 mployed 

Total 

14 04 

89 17 

11 12 

20 96 

1 41 

9 02 

Manual 

8 23 

10 78 

7 07 

12 SA 

0 6A 

400 

Kuial 

5 82 

29 91 

4 8' 

8 11 

0 41 

2 65 


Source tstihlishiiiviii lables 19/1 

1 abil 46 pRrutiMiNANcr oi Pkivsn Mani rAt ii/rinci and Mvrm riNi ( hsnni is in rnr 
UnorcjANisid Sh roR, Distrihhhon ot tsrAUi ishminisbv Ukdao Tyi’is (M sni rAtrnRiNCi/ 
PRtX 1 SSINt./Sl RSK IM. AND iRAin Bl SINISS AND IIS OWNtRSMIF (lOSl RNSlI-M OR 0> ASl- 
OOVLRNMI NT/PRIVATt COOWRMIVl) 1971 

(/n lakh) 


Ownership Pal tern 

In Mamifaetuimg 


Irade Business 



Processing Seivicing 

Total Un House 

No of KegisUitel hold 

1 stabs Work Induslties 

shops 

Total 

W holesale 

Retail 

Olheis* 

P'lv ite 

3181 

11 01 ’0 so 

41 91 

1 75 

12 79 

719 

Government 

0 07 

007 

0 54 

(102 

018 

014 

Co operative 

005 

0 05 

P 57 

0 04 

0 28 

0 25 

lolal 

3 95 

ms 20 80 

4104 

1 81 

11 25 

7 98 


Note • Inelti lint spoilers 

Sour i Rise I in 1 lahlishnicnt Telle 19 I tt isus 


■kill 1 I s I 1 I I \i \ Ol Is 1 t It s I) tikt sc 1 Or 11 It \M I- SI I t r III 


Handici tits ItiJusti 


1 Textile pi lilting and Dveint 


2 Wont weaving (Haiidloom) 

I mbroidcrv and art work on woollin testilcs 

3 Maniifacti re ot carpels and all ulhei sinilar tv| 's ol 
textile oioducts 

4 Embroidery and making of crepe laces and Iiiukcs 

5 Wooden arlwares 

6 Manufacture of materials from coik bamboo i me kites 
other allied products 

7 Manufacture of products such as papci bags boxes, cards 
envelops and mould pulp woods from paper papei hoaid 
and pulp 

8 Artwares of fui and leather 

9 Manufacture ot medicines phaintaccutical piepiraiions 
perfumes, cosmetics and other toilet prcpaiaiiuiis except sc m 

10 Artwarc of stone 


II C crainics 


12 Manufacture of glass bangles and beads 

13 Art metal wares 

14 Manufactures ot jexcllcrv, siKer wires using gold and othei 
precious metals 

15 Manufacture and icpair work of goods not a'sitnable to ans 
other group 

16 Manufacture of tuning of musuai instruments 
Ibtal 


< id Nils ol tliw 

Total 

Minoi (iroiips 

1 mploynient 

II96I ( ensus) 

(1961 ( eiisu ) 

211 

i9 181 

217 


261 


265 


255 

25 h70 

256 


270 

10 At-? 

272 

17 711 

281 

27 874 

284 


288 

2 96 741 


292 

10 291 

111 112 111 

56 274 

155 

7 /29 

144 

5 ISh 

145 


146 


350 

41 567 

155 


156 


151 

1 7 116 

365 

IS 769 

368 


191 

1 10 711 

199 

67 952 

194 

8 492 


10 12.179 


1 slim ited 
Uutput 
(in Ks lakli) 

T slimaled 
Investment 
(m Ks lakhj 

67 S2 55 

5 18 51 

148 41 

5141 

4 II 57 

1 IS 88 

2 68 41 

2 S'07 
59 21 
81 19 

12 07 74 

5 48 97 

61 15 

10 08 96 

49 72 
16 1194 

5 20 86 

69 S8 

5,12 59 
26 46 

2 5' SI 

2 51 7(1 

2 16 4s 

8 50 98 

12 55 

1 84 15 

84 29 61 

25 78 92 

156697 

2 01 01 

25 111 OS 

7 65 82 
89 83 
7,618 12 


Note Details regarding Code Nos of the ’Minor Croups’ are given in the Annexure enclosed 
Sources (I) Census of India 1961 

(2) Survey Reports- All India Handicrafts Board 
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Fudiiigs 

iDvolvtment of households 
in the craft. 


Numbei of peisons eniaged 
in the craft. 



Persons engaged in other 
occupations. 
Uneinplojfnent among 
households (including 
women and children). 
Households total monthly 
income 


Contribution of income 
from other souices to 
total income 

Availability of rawmaterials 
locaily. 

Ibtal value of produaion. 


Changes in the production 
techniques. 

Involvement of hired 
workea 

Skill transfer. 


A CoMMiisoN Of Findings on Ciiafrmen in Soicrai iNDusniiESi-CHANOES bettveen 1961 and 1%3 

Rosewood Carving Sandalwood Carving Lacquerware (Ciaftsmen Bidriware 

Working with Hand Lathe) 


Aj^sadixC 


Increase in number of hous^ 
holds in Sagar and decline in 
in Sorab and Sirsi between 
1961 and 1963. 


30 esublishments as against a 
census figure of 20 establish¬ 
ments in hand sector. 


Decline in number of house¬ 
holds as compared to 1961. 


Decline in number of persons 
in the craft. 


3 households have subsidiary 
occupations. 

Increase in number of 
persons. 

31 persons are unemployed 
among the total number of 
households. 

4 households in the monthly 
income range below Rs 300, 

2 in Rs 300 to 500 and 2 

in Rs 500 to 1,000. 

38.9 per cent of the total 
income is from other sources 
in 1983. 

Available locally. 

Increased by 23.13 per cent as 
compared to 1961. 


No change. 


Nil in 1983 


lakes 4 to 7 prs to acquire 
the skill. Only one trainee at 
present on a stipend of Rs 40 
per month. 


Increase in number of persons 
in Sagar, Sorab and Sirsi. 


Decline in number of house¬ 
holds having subsidiary 
occupations. 

16 persons are engaged in 
other occupations. 

122 persons in Sagar and 
62 persons in Sotab were 
unemployed in 1983. 

16 households in the monthly 
income range below Rs 300, 
34 in Rs 300 to 500,13 in 
Rs 500 to 1,000 and 9 in 
above Rs 1,000. 

29.30 per cent of total income 
is from other source^. 

Yes-72.2 per cent 
No-27.8 per cent 
Increase in all the centres 
between 1961 and 1983 
varying from 7 times in Sagar 
to less than double in Sorab. 

No change 


In 3 household there were 12 
hired workers engaged in the 
craft. 

Takes 1 to 10 years to acquire 
the skill. In 14 households, 
children of carvers did not 
acquire the skill. 


Decline in the number of 
persons engaged in the craft. 


16 households had subsidiary 
occupation. 

43 persons are engaged in 
other occupations. 

116 persons are unemployed 
in 1983. 

4 households in the monthly 
income range below Rs 300, 

7, in Rs 300 to 500,13 in 
Rs 500 to 1,000 and 6 in 
above Rs 1,000. 

22.11 per cent of the total 
income is from other sources 
(from subsidiary occupations). 

Raw matenals available 
locally. 

Decline in total value of 
production between 1961 
and 1983. 


No change. Traditional 
produaion methods still being 
used. 

Only family workers involved 
in the craft both in 1961 and 
1983. 

Varies from 6 months to 3 
years in 1983. In 23 house¬ 
holds children have learnt 
the skill in the family. 

Training at present being 
imparted by 3 institutions. 


Decline in the number of 
households involved. 


Decline in the number of 
ciaftsmen but increase in 
number of craftsmen housed 
in rented buildings. 

Decline in number of workers 
having subsidiary occupation, 
occupation. 

7 persons are engaged in 
other occupations. 

182 persons (69.7 per cent) 
were unemployed 
in 1983. 

12 households in the .iionthly 
income range Rs 300 to 1,500 
in 1983. In 1961 all house¬ 
holds were in the range 
upto Rs 300. 

Contribution from subsidiary 
occupation was less both in 
1961 and 1983. 

Ybs-90.2 per cent. 

No-9.8 per cent. 

Increased by nearly two and 
half times (25.9 per cent) 


No change. 


3 families had both family 
and hired workers in 1961 and 
1983. 

Varies from less than yat to 

4 to 6 years. In 29 households 
children did not aquire the 
skill. 


Silver Jewellery 

Decline in number of hous^ 
holds but increase in number 
of households working in 
own shops. 2 households 
depend exclusively on the 
craft in 1983, 

Decline in total number 
of workers. 


16 households bad subsidiary 
occupations. 

24 persone are engaged in 
other occupations, 

87 persons were unemployed 
in 1983. 

2 households in the monthly 
income range Rs 300 to 500, 
13 in Rs 500 to 1,000 and 

3 in above Rs 1,000. 

47.31 per cent of the total 
income came from other 
sources. 

Raw materials available 
locally. 

Rs 1.83 lakh worth articles 
have been produced in 1983, 
(The comparative figuie for 
1961 has not been reported in 
Census Report.) 

No change in the produaion 
technique 

There were 15 hired workers 
in 10 households in 1983. 

Mes 3 to 10 years to aquire 
the skill. In 13 households 
cidren learnt the skill from 
parents. 


May 1-7. ECOIsrOMIC AND POUXICAL WEEKUV 



APPtNIWX Tabi I 2 


SI No 

Code No 

Minor Group 

Piopottions 

for 

Handicrafts 

(Pei Cent) 

1 

233 

Cotton dyeing, bleaching 

100 

2 

237 

Priating of cotton textiles 

100 

3 

256 

Embioidery of art work in woollen tcxtiks 

too 

4 

261 

Dyeing and bleaching of silk 

100 

5 

265 

Pnnting of silk textiles 

100 

6 

270 

Manufacture of carpels and all sirnilai i j s 
of textile products 

100 

7 

272 

Embioidtrv and making ot citpc lisi. n 1 Innccs 

100 

8 

284 

Other wooden products such as utensils dies 
artwares 

100 

9 

288 

Manufacture ol materials from cork bnnboo 
cane, leaves and other allied products 

too 

10 

292 

Manufacture of products such as papti bags 
bags cards, envelops and moulded pulp goods 
Irom paper, paper board and pulp 

too 

11 

344 

Manufacture of stonewares other than images 

100 

12 

345 

XtiniitaciuK ol siont tmaces 

100 

13 

346 

Minuticturc ot plislir of pans in 1 ii pioducts 

100 

14 

353 

Manufactuie of glass bangles and beads 

100 

15 

355 

Manufacture ot earthen images biisis and statues 

100 

16 

356 

Manufacture of earthen toys and ariwaicv 
except those covered by code No 355 

100 

17 

368 

Enamelling, galvanising plating (including 
electroplating) polishing and welding of met il 
products 

too 

18 

393 

Manufacture of jewellery, silveiwaic ind wires 
using gold and other precious metals 

UK) 

19 

394 

Manufacture and tuning ot musical instiiimrnts 

100 

20 

255 

Wool weaving in handlooms 

so 

21 

281 

Manufacture of wooden furniture iiid ti'tuies 

10 

22 

311 

Manufacture ot shoes and other leather footwear 

20 

23 

312 

Manufacture ot clothing and wearing apparel 
except footwear made of leather and lur 

50 

24 

313 

Manufacture of leather products such as 
leather upholstery, suit cases, packet bags 
cigarette cases, purses, saddlery, whip 
acquaducts, chousa and other articles 

20 

25 

335 

Manufacture of medicines, pharmaceutic il 
preparations except soap 

20 

26 

350 

Manufacture of earthenware and earthen pottery 

10 

27 

365 

Manufacture of brass and bell metal products 

10 

28 

399 

Manufacture and repair work of goods not 
assignable to any other group 

50 


Appendix B 

fcXIRACT PROMTHt RfPOlO ON THt MARktTFNC 0» UaSOHRAHs 
VALU h OF HANDICRAPr OUTPUT 


Rupees in 
Crore 

Produttion of ‘small enterprises’ 910 

Less Production of ‘small 
industries’ akin to or allied 
with large industries 30T 3 

Less Production of handloom 
cloth 193 

Less Production of khadi and 
village industries 172 2 

Production of small enterprises in 
in industnes other than _ _ 

handloom, village and small 249 S 

industnes 

Making allowance for other non-handicraft industries, we may estimate the total value of 
bandicnfts producuon to be at least Rs 100 crore The total value of handicrafts production 
in the areas visited by the Team has been estimated by us Rs 311 trore On this basis too total 
handicnfl: output should be at least Rs 100 crore. 


bource 


Pinal Report of the National 
Income C ommittee 
Report of the Reserve Bank 
C om mutt on Finance for the 
Piivate sector 

llandlook Weaving Industry 
19S2 53 Annual 
Planning for Full bmployment 
— Report of the All India Khadi 
and Village Industries Board 


(b) cmbioidcry and making ol crepe lace 
and fringes These indices were then multi 
plied by the toi responding employment 
figures of the respective 16 'broad groups' 
denied from 1961 census data In this, the 
estimates ol iiiscstment and gross outpt tor 
each ol the 14 broad groups’ have been ar 
rivtd at 

The c ISC ol the 2 broad groups men 

tioiicd iboic the actual totals ot output and 

iincsinicni bised upon suivcis ol these 
industnes conducte'd bv the Board have been 
taken I his pioecdurc has been followed 
because the employment in these ‘broad 
groups as shown by the survevs exceeds 
those ol the 1961 ( ensus d «a I or example 
the annual output of carpets and other 
similar types ol textile pioduvis has be-en 
taken Rs 4ll 57 1 ikh in this study which is 
the total output based upon surveys eon 
ducted bv the Board As against this the 
txpoits ol woollen carpets diuggets etc, 
alone eome to Rs 487 6^ lakh and Rs 438 13 
lakh dining 1961) 61 lespectively II the same 
pioecdurc as adopted lor other 14 ‘broad 
gioiips weit followed in respect ot this 
broad gioiip the niipui would ha'e then 
woikcd out to less than 411 57 likh which 
nselt falls short ol the exports I ndtr these 
cire inistaneis the actual totals ol output 
ind insestinent based on survevs have been 
taken to be ilic corresponding figures lor 
these two bioad gioups 

Litnilalioni 

As ilreadv indiealed theit arc some 
minor groups which cover handieratts ex 
(.lusivclv while theit ate* other ot composite 
nature which cover handicrafts as well as 
non handicrafts industries in the Standard 
Industrial Classtlication adopted in the 
Census In respect of the latter minor 
groups the Board has fixed proportions for 
handicrafts so that total estimate of employ 
meiit could be worked out Obviously, the 
results are likely to vary to the extent these 
propoitioiis ditfcr liom the actuals 

The indices ol output and investment per 
workei are based upon data collected in the 
surveys eonUuitcd during 1957 64 by the All 
India llandieiafts Board whereas the 
employment dtia are based upon 1961 
census rstimaies ol annual gioss against 
employment data though the rcterenee 
periods ot these two data are not the same 
Similarly foi estimating value added by 
nianufatiuit bs the handicraft sector, 
leferenee has been made to the Report on 
Small Scale Manufacture, Rural and 
Urban brought out by the National Sample 
Survey (I4ih Round) The data in this report 
pertain to 1958 59 as the reference period 
This limitation is not serious as the pattern 
ol investment and production per worker is 
not likely to have imdeigone such substantial 
change as to vitiate their utility for the pur 
pose used Moreover, nearly half of the 
surveys have their reference period before 
1962 which would obviosuly have a balan 
cing effec 
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Sikh Identity, Akali Dal and Federal Polity 

K R BombwaJl 

The 'Puniah Problem' is rooted in the failure of Punjab—m particular, post-1966 Punjab—to evolve a regional- 
cum-linguistic personality as most other states of India have succeeded in doing. Hindu chauvinism and the theo- 
political orientation of the Akali Dal have unwittingly but inexorably acted in tandem to thwart the emergence 
of a composite Punjabi identity. Had the Punjabi genius been able to fashion a viable synthesis across the com¬ 
munal divide, the state would have been spared its most recent trauma, the country’s federal system would have 
had one hurdle less to cross in propelling the none too-easy enterprise of nation-building, the Akalis would not 
have had to make do with a pvrrhic victorv in the aeation of truncated Punjabi Suba and the national leader¬ 
ship of the ruling party would not have been able to draw the boundaries of the new state on communal rather 
than linguistic lines 


“THbRfc are no I'uniabis in Piiiijah todav, 
there are only Sikhs and Hindus!' 1 his rather 
mclodramatised formulation by an eminent 
Punjabi intellectual successfully captures the 
most agonising problem confronting India’s 
federal polity and putting to a seveie lest its 
ability to accommodate and integrate the 
variegated diversities ot a suh continental 
and multinational slate. 

The problem is rooted in the failure of 
Punjab—in particular, post 1966 Punjab—to 
evolve a regional-cum-linguistic peisonality 
as most other states of India have succeeded 
in doing. Hindu chauvinism and the theo- 
political orientation of the Akali Dal' have 
unwittingly but inexorably acted in tandem 
to thwart the emergence of a composite 
Punjabi identity. Had the Pnniabi genius, 
and there is no denying the fact that such 
a thing exists, been able to fashion a viable 
synthesis across the communal divide, the 
state would have been spared its most icccrit 
trauma, the country’s federal system would 
have had one huidle less to cross in propel¬ 
ling the nonc-too-easy enterprise ot nation¬ 
building, the Akalis would not have had to 
make do with a pyrrhic victory in the crea 
tion of a truncated Punjabi Suba (which 
many of them. Master Ihra Singh for in¬ 
stance, perceived in essence as a Sikh state, 
their simulated tears over the left-out 
Punjabi-speaking areas notwithstanding) 
and the national leadership of the luling 
party would not have been able to draw the 
boundaries of the pew state on communal 
rather than linguistic lines. 


In Its quest for political power, it was 
perhaps natural for the Akali Dal to project 
itself from its very inception, as the political 
arm of the Panth* with the articulation, 
defence and consolidation of a separate Sikh 
identity, as distinct from a Punjabi identity, 
as its principal political objective. It is 
necessary to make two points here. One, a 
distinct Sikh identity is not an artifact 
fabricated by the Akali Oal In a sense it 
emerged with the birth of the Sikh faith. 
However, a conscious and sustained effort 
to demarcate a boundaiy marking the* Sikhs 
off from Hindus was the result, among other 
causes, of a fear psychosis—the fear of being 
reabsorbed into the Hindu fold from which 
the community had branched oft—implanted 
initially and, later, sedulously nurtured 
by a number of British historians and 


biiicaucrats' Aho wrote with pride that 
“Sikhs in the aims have been studiously 
nationalised” and that by ‘nationalisation’ 
they meant that Sikhs “weic encouraged to 
regard themselves as totally distinct and 
separate nation” 

The lineaments ot a Sikh identity were 
etched with increasing sharpness duiiiig the 
concluding decades of the last century and 
the first two decades of the present when 
Arya Samaj zealots and Singh Sabha-Khalsa 
Diwan partisans waged a virulent pamphlet 
wai on the question whether oi not Sikhs 
were Hindus Iliis would haidly need 
mention here cxicpi tor the fact that any 
asscition that Sikhs are no more than a 
Hindu sect ami, unfortunately, such asser¬ 
tions continue to be made* - acts as a maior 
irritant and catalyst tor a social collectivity 
engaged in ,tn endeavour to distance itself 
from an adiaccnt and numerically much 
higge-r social aggregate. The growth of 
identity-consciousness among Sikhs received 
another boost from the British colonial 
strategy of scuttling the slowly emerging 
pan Indian identity by confeiring on Sikhs, 
as on other minority groeps, such dubious 
but effective divisive privileges as separate 
electorates and weighted representation and 
by treating Sikhs as a separate negotiating 
party in the convoluted confabulations 
preceding the independence and partition of 
the sub-continent 

T he story stretches into the post-indepen¬ 
dence era It was the Arya Samaj, again, 
which in the tifties and sixties manipulated 
a language shift by persuading most Punjabi 
Hindus to repudiate their mother tounge and 
to throw their weight behind a mindless 
opposition to the demand for a Punjabi- 
speaking state, a demand which was under¬ 
standably, though by no means inevitably, 
spearheaded by the Akalis. 

It IS too late III the day, therefoie, to debate 
the reality or legitimacy of a distinct Sikh 
identity. It IS a matter of preference whether 
to describe the phenomenon as identity or 
nationality. In a paper written in I98S in the 
context of the then ongoing debate on 
whether 'Sikhs aie a nation’, the present 
writer look the position that the real issue 
was whether nationality consciousness was 
an elite phenomenon or whether it had per¬ 
colated to the broad Sikh masses.’ Much 
water has since flown down the Sutlej and 
the fall-out of Operation Blue Star and the 
November 1984 massacre of Sikhs in Delhi 


and some other towns seems to have settled 
the issue. These sledge-hammer blows struck 
at the Sikh psyche appear to have dissolved 
the numerous cleavages--rural Sikhs and 
urban hhapas, Jats and mazhabis, 
Ramgarhias and higher caste Khatris and 
Aioras, etc —which div ide the Sikh com¬ 
munity and to have merged a plurality of 
political and socio-economic identities into 
a single overarching ethnic identity." 

II 

I he second point wc wish to make is more 
substantive and, possibly, controversial. It 
may be explained with an illustration, viz, 
the Akali demand for a radical restructuring 
ot our federal polity 1 he problem arises not 
merely from the Akali insistence on a 
distinct Sikh identity or ev'cn the party’s 
claim that this identity must have adequate 
political expression (which, if one can read 
the small print, means that Akalis have a 
p;e-emptive right to exercise political power 
in the Punjab). There is, of course, nc 
problem about the Akali Dal’s quest for 
political power. Power, after all, is what 
politics is about and Akalis are very much 
in the business of politics. The problem 
arises from the Akali Dal’s theo-political 
ideology. Such an ideology is, perhaps, a 
logical necessity for a party which depends 
on the substantial human and material 
resources of Shiromani Gurudwara Praban- 
dhak Committee and which uses religious 
shrines not only for locating its offices but 
also for launching its political campaigns.’ 
Inevitably the Akalis claim scriptural sanc¬ 
tion for their declared objectives and add an 
ethnic-communal dimension even to issues 
which are essentially secular. This is parti¬ 
cularly true of the idiom and content of their 
demand for greater state autonomy as arti¬ 
culated in the Anandpur Sahib resolution. 

Mercifully, mainstream Akalis do not go 
all the way with ultras like Bhai Kapur Singh 
whose interpretation of the litany Karega 
Khalui led him to enunciate a racist doctrine 
according to which Sikhs are a Rtp Jati 
destined to exercise sovereignty." However, 
they come perilously close to it when they 
declare in the Anandpur Sahib resolution 
that “the political goal of the Panth is 
enshrined in the commandment of the Ifcnth 
lord" “the utlimate objective of which is the 
pre-eminence of the Khalsa’*.’ In the same 
resolution the Akali Oal claims to be “the 
very embodiment of the aspirations of the 
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Sikh Nation’* and commits itself “to seek 
this birth right of the Khalsa through the 
creation of congenial environment and 
political set up”. The constitution of the 
Akali Dal explains that this ‘congenial 
environment and political set up” must be 
one in which Sikhs have a “paramount 
place” '** 

Although the Anandpur Sahib resolution 
has often been described as secessionist," 
It must in fairness be noted that most Akali 
leaders have repeatedly and unambiguously 
dissociated themselves from the demand for 
a sovereign Sikh state outside the Indian 
Union Nevertheless awkward questions 
arise when one takes note of the expanded 
territories of the new Punjab envisaged in 
the resolution, the stipulation that in ihis 
Punjab the “interests of Sikhs are to be 
specifically protected” and, finally, the 
minimal powers assigned to the centre in the 
reconstructed federal polity—the centre’s 
‘interlerence’ would be restricted to defence, 
foreign relations, currency and general com 
munication and its financial resources arc 
to comprise of contributions from the 
Punjab and other states in propoition to 
their representation in parliament What do 
we have heie if not a blueprint which com 
pletely negates the basics ot federal 
democracy and the concept of tedeiation 
with a strong C entre and stiong states to 
which all advocates of state autonomy in 
eluding Akali Dal pay iitual homage in their 
public pronouncements’’ 

How does one ensure that the interests of 
Sikhs are ‘specific.illy protected’ or that 
Sikhs have a ‘paramount place' or ‘pic 
eminence*' in the enlarged Punjab outlined 
in the Anandpur Sahib resolution in vicvi 
of the demographic realitv that they will lose 
the marginal majority they enjoy in the 
present Punjab’’ Even in the last election 
(September 1985) to the state asscinblv 
when, for the first time, the Akali Dal 
mustered a clear majority entirety on its own 
steam, the party polled just 38 4 per cent of 
the popular vote against Congress(I)’s 37 8 
per cent And this despite the fact that in 
this election there was a strong ‘wave effect’ 
in favour of the Akali Dal and that Congress 
was willing if not eager to let the Akalis win 
and be saddled with the task of clearing the 
mess the two parties had jointly created I he 
Akali leadership either does not understand, 
which IS obviously not the case, or is un 
willing to accept the logic of the one man 
one-vote and first past the-post elcxtoral 
system Perhaps the balance could be made 
a little more favourable to the Akalis if an 
element of proportional representation were 
to be brought into the country’s electoral 
process Even so what assurance can there 
be that intra community cleavages will not 
re-emerge during elections and that Sikhs 
will always give monolithic support to the 
Akali Dal which claims to be the ‘very 
embodiment’ of their aspirations’’ 

bvidoitly any notion of ’pre eminence' or 
‘paramountcy’ of a particular social group 
IS incompatible with the fundamental 


postulates ot a secular and liberal demo 
crattc state which permits ‘positive dis 
crimination’ only in favour of scheduled 
castes, including Sikh scheduled castes, 
Scheduled tribes and other backward classes 
andweakei sections Happily, Sikhs as such 
are neithei backward nor weak On the con 
trary they are the most virile, dynamic, pro 
sperous and forward ooking component of 
the Indian mosaic 

One sometimes hears that what the Akalis 
have in mind is that Punjab should have 
something like the special status that the 
state of Jammu and Kashmir ilready pos 
sesses Formulaitd in this form, the proposi 
tion deserves to be examined as part of a 
national debate on the need for decentiahs 
ing the present federal system, the valid 
limits ot such de entralisation ind the 
justification and feasibility ot special 
arrangements tor taking caie of the special 
features and problems of specific lepions 
and sub regions Such adjustments have 
been made m the past and there is no re ison 
why they cannot be made again if reed be 
fhecoiitouisof out federal stiuctiiic must 
no doubt, be stioiig and durable but maioi 
and minor architectural modifications 
can always be in ide w hen ihcs become 
necessary 

Apiopos the spec! il status of Jammu and 
Kashmir it must be noted that what hap 
pened in the e ise of that state was the out 
come of in historical situation which 
hopefully, will neu recur Besides the 
political pre emimnee the National (on 
terence has enjoved there is, apai t froit, the 
demographic configuration of the state 
attributable not so much to the spt cial i itus 
of Jammu and Kashmir as to the cross 
community reach ot a non theoci. tic mult 
community recion il party lo I’unj ib’s 
misfortune the tragedy’of the NkaliDalhas 
been its failure to use above rcliK on md 
emerge as a regional party '' 

'While we an talking about fainniu ind 
Kashmit we may take note of another rcle 
vant point Whatever special piivilegcs 
accrue to the p< ople of the state on .iccoiint 
of Its special status arc available to ill 
permanent inhabitants and nut to the 
members of any specific religious denomina 
tion This IS something which Akali leaders 
tend to Ignore when they talk about the ‘pie 
eminence’ of the Khalsa and spccilic pro 
tection’ of Sikh interests 

III 

This rathci estciided reference to tue i ise 
of Jammu and Kashmir was neccssatv in 
order to underline the fact that ih giouiiel 
lules ot India s federal demociacy leav no 
room lor institutionalised ‘pre ciniin nee or 
special status tor anv social group while they 
do permit special arrangements lor piotc 
ting the religious, cultural, linguistic and ii 
some cases, ecOiioiriic interests of cthiiie 
minorities ind wcikci sections e>t soiictv 
Such preeminence is anv soci il gioip 
acquires at any level ot the Indian i>uliiy 
results not from constitutional guarantees 


I ut from the demogiaphic configuration and 
ihgniiieni ot political forces at that level It 
IS tor this reason that the repeated Akali 
demand tor pie eminence oi ‘self deter 
mined poh'ical status’ for S.khs unneces 
sanly contuses the teal issue which is that 
S«khs like anv othei ethnic group or identity, 
li.ive in inherent ind inalienable light to a 
red iiiJ etfcctive ind not merely notional 
or svnibolii shale of politic d I'owii at .ill 
levels of the polilv 

It IS ihc picsent wiitci s belief that if the 
Aknii Dal piojects iis demand foi the 
dcNemrihsation of the esisiing tedeial struc 
tine within the paiametcis suggested here. 
Its demand will have a wide spe'ettum ot sup 
port across paity and coiiiriiuniiy lines all 
ovei the countiy Bv having ag ced lo refer 
the \nand|iur Snhib lesiihnicvn to the Sukaiia 
( ominission the Akali Dal has (leihaps 
ilie.idy nusved in this direction and the federal 
model as skclehed in tesolutiem mav be taken 
.IS 1 iicgcifi ibic piopcisitioti lathci than as 
a take it or leave it ultimafum Six months 
cspciKiicc in oiiKt must li \vc bioughi home 
tochict mini lerBainafi ind his colleagues 
Ihc iriith that n anv te'dcsipiicd tcxieial stiuc- 
tiiie Ihc ( cniic must he timed with enough 
ivowtis amt resouiccs to be able to safe guard 
the couniiy s sicuriiv id teintonal 
integrity promote economic development, 
rcdii < Rgional imhalaiices, ensure a fair 
deal to minorities mediate inter state 
disputes and cxereisc eo ordinatlilg and 
supcivisorv authority in the sphere of law 
and Older fliai nevertheless leave's ample 
scope lor so reworking C entic State relations 
IS to eonsideribfv enlarge the area of 
moiioiiiou, le'ion b\ the si lies 

The tedcr il deiiiceriiie system ot India 
lossisscs a leitiiikable me isiirc of llexi- 
biliiv resilience md manipulative tap 
abililies I h -v have been used to good effect 
in iTue'iiig majoi challenges like the demand 
toi a hnguis'ie icoigaiusation of states and 
whit It one tunc looked like a stmiig seces 
sionisi tiind in lamil Nadu I he Icderal 
svstein h is dispi iveU great resilience in blun 
ting similar ch ilicngcs in the Noiih F ast It 
his cspt*riineiitcd with vaiving degrees of 
success with regional foimiilas, regional 
committees sub slates and associate’ states 
1 he scope of Article 371 of the t onstitu 
tion has been repeatedly enlarged to make 
special provisions in respect ol Nagaland, 
\ssam Manipur, Sikkiin Andhra Pradesh, 
Maharashtra and (mjai it \s a seasoned 
idministiatoi has obseivtd "Sikh sob 
nationalism iiuisi ibeiefoie be accom 
tnodilij ol lOiirse sipi irelv within the eon 
stiluiion if neccs.iis bv m oiporaiing a new 
uliele lot I’uni h m llic ' 1 laniily’" 

Iheieis thus hull jii.tilic Hion for any 
laiahsiie pesemusm regarding the possibility 
ol an adequate solii'iem lot ilit |>iobleni of 
illowiiii [loliiK il espressum lo ihc Sikh 
ideiuuv and ol i coiuiiiodaling the more 
sidely c)t 111 sli lied dc naud aiticulated not 
Illy bv til regi iiial loimati ns but also by 
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most 'national' parties, for greater state 
autonomy. For a happy denouement in both 
cases, however, there has to be, on the one 
hand, a major ideological adjustment by the 
Akali Dal and, on the other, an attitudinal 
shift on the part of the ruling party at the 
Centre. 

M S Dhami has convincingly argued why 
the Akali Oal must move away from what 
he describes as its ‘anachronistic’ religio- 
political ideology.*' Whether.this is possible 
is rather different to say in view of the nnn- 
piri and in$eparability-oi religion and 
politics syndrome into which the Akalis have 
auto-hypnotised themselves. Matters are 
further complicated by inter factional e\er- 
cises in one-upmanship which tend to push 
them into extremist positions retreat from 
which is difficult 'vithout some loss of face 
At the same time, it will be a mistake to 
underestimate the doctrinal and tactical 
legerdemain of which Akalis are capable it 
is the ‘in’ thing for them to project their 
demands in a zero-sum format, wrap them 
up in warlike slogans and launch morchas 
and dhamm yudhs after no-compromise and 
supreme sacrifice pledge before the Akal 
Ihkh*. These ae familiar ingredients of the 
Akali political sytle On the ground, however, 
they practise limited risk politics and aie 
seldom at a loss to find explanations for 
shifting their ground when it becomes 
necessary. It will, therefore, not be un 
reasonable to hope that on the issue of 
Centre-State relations, they may well settle 
for something much less than what the 
Anandpur Sahib resolution asks tor, pressures 
from the Khalistani fringe and the neck-or- 
nothing hardliners in their own ranks not¬ 
withstanding. 

As we have stated above. Congress on its 
part has shown considerable skill in ex¬ 
ploiting the manipulative capabilities of the 
federal system in coming to teims with the 
movement for unilingual states and in deal¬ 
ing with the consequential demands based 
on the sons-of-the-soil principle It must be 
stressed, however, that neithei of these 
challenges involved any diminution of the 
extensive powers vested in or assumed by the 
federal centre If anything, they had the 
effect of extending the Centre's mediatory 
role in relation to inter-state disputes per¬ 
taining to boundaries, sharing of inter-state 
river waters and so forth. The ongoing 
demand for wider slate autonomy is a 
qualitatively different challenge. The demand 
cannot be met without some power shedding 
at New Delhi In particular the states’ 
demand for access to ampler independent 
revenue sources will involve some scaling 
down of the Centre’s paramountcy. The con¬ 
stant emphasis by Congress leaders on a 
strong Centre being necessary for the preser¬ 
vation of the nation’s unity and the coun¬ 
try's integrity is a clear indication that no 
radical reduction in the Centre’s plenary 
powers can be expected In the very act of 
setting up the Sarkana Commission, how¬ 
ever, the Congress government at the Cen¬ 
tre has signalled its willingness to negotiate. 


It will be unrealistic to expect a radical 
transformation of the Centre-oriented 
federal structure However, the change in the 
balance of political forces the country has 
witnessed over the past few years is bound 
to find some reflection not only in the work¬ 
ing relations between the Centre and states 
but also in the formal rules of federal inter¬ 
action. Eight states are today ruled by parties 
other than the one that is in power at the 
Centre. The coming years may see further 
erosion of Congress hegemony. Non- 
Congress states are no longer prepared to be 
treated as erring juveniles in constant need 
of guidance or disciplining by the Big 
Brother. Elite and popular reactions to New 
Delhi’s ‘dirty tricks* can be sharp and swift, 
witness what happened not so long ago in 
Jammu and Kashmir, Andhra Pradesh, 
Karnataka and Sikkim. The frequent changes 
of chief ministers in several Congress-ruled 
states show that the party has serious pro¬ 
blems in Its own backyard The Sarkana 
Commission cannot be insensitive to the 
marked changes in the ecology of Indian 
federalism All in all, the situation seems to 
be ripe for a shift, however small, from the 
prevailing patron client pattern of Centre- 
State relations towards a partnership model 

JNotes 

1 Akali Dal, like most other political parties 
in India, has been subject to a process of 
fission and fusion. There are. at any time, 
a number of Akali Dais in the field, each 
with a distinctive prefix or bracketed suffix 
However, it is not difficult to identify a 
‘mainstream’ Akali Dal which is the forma¬ 
tion which can claim the allegiance of a 
substantial majority of the Sikh conunimity 
in the Punjab and is legitimised by its 
control over the Sbiromam Curdwara 
Prabandhak Committee 

2 “Akali Dal”, writes Paul R Brass, “considers 
Itself integral with the Sikh Panth as a 
political arm of the Sikh religious body”. 
“Language, Religion and Politics in North 
India”, Ind Edn, Vikas, New Delhi, 1974, 
p 425. 

3 In a newspaper article, ‘Concept of a Sikh 
Nation: A Story of British Machination’, 
The Times of India, December 19, 1984, 
p 6, Ram Swarup quotes M A Macauliffe 
as telling the Sikhs that Hinduism was like 
a "boa constrictor” of the Indian fqrest 
which “winds us opponent and finally 
causes It to disappear in its capacious 
interior” Macauliffe is quoted further as 
warning that the Sikhs “may go that way”. 

4 As recently as in January 1985, Balraj 
Madhok, president of the splinter Bhartiya 
Jana Sangh wrote: “Sikhs are a part of the 
Hindu Society and Khalsa was conceived 
as an army for the defence of Hindu 
Oharma". He goes on to quote Guru 
Govind Singh: “Let Khalsa be victorious all 
over the world. Let Hindu Dharma awake 
so that all falsehood may be put on the run” 
Balraj Madhok, ‘Another View of the 
Punjab*, The Statesman, January 25, 1985, 

p 6 


5 ‘Ethno Nationalism and the Nauon State: 
A Note on the AkaU Demtmd for a Self- 
Determined Politidal Sutus for Sikhs’, 
Punjab Journat of Politics (Guru Nanak 
Dev University, Amritsar), Vol VII, No 2, 
July-December 1983, pp 166-183. The paper 
has been reproduce in Abida Samiuddin 
(ed), “The Punjab Crisis, Challenge and 
Response”, New Delhi, 1985 and Iqbal 
Khan (ed), “Fresh Perspectives on India and 
Pakistan”, Bougainvillea Books, Oxford. 
1985. 

6 Both the assasins of Indira Gandhi, Beant 
Singh and Saiwant Singh, belong to the 
scheduled castes. The apparent homo¬ 
genisation of the Sikh community is also 
demonstrated by the consolidation of Sikh 
vote against the Congres$(I) in the 
December 1984 parliamentary poll in Delhi 
and in favour of the Akali Dal in the 
September 1985^ election to the Punjab 
legislative atsembly. How durable this 
homogenisation is going to be and how far 
It has obliterated the intra-community 
cleavages among Sikhs are questions which 
need not be addressed here. 

7 It IS a misfortune not only for the Sikhs but 
tor the entire country that, perhaps for 
tactical reasons, the Akali Dal completely 
Ignores the secular thrust of the teachings 
of Sikh gurus Sec, for example, Jasbir 
Singh Ahluwalia, ‘Sikhism Misrepresented; 
Universal Not Narrow Creed’, The Times 
of India, October 13, 1984, p 8. It must be 
stated, however, that Ahluwalia makes no 
reference 'o the Akali Dal in his article. 

8 Bhai Kapur Singh, ‘The Khalsa is Sovereign: 
Khalsa Shall Rule*, Gurdwara Gazette, 
Amritsar. 1978, pp 7 and 9. 

9 Since three different versions of the resolu¬ 
tion are available; all references in this paper 
are from the text authenticated by the late 
Sant Harchand Singh Longowal and 
published as Appandix II in Abida 
Samiuddin, op cit, pp 664-78. 

10 Vidhan Arthat Ntyam Ate Upniyam (Con¬ 
stitution, that is. Rules and Regulations), 
Shiromani Gurdwara Prabandhak Commit¬ 
tee, Amritsar, nd, p 2. Cited from Harish 
K Pun, "Akali Politics: Emerging Compul¬ 
sions”, mimeo, p 24. 

11 For instance in an interview Khushwant 
Singh justified his opposition to the 
Anandpur Sahib Resolution on the ground 
that “it had seeds of secessionism in it”. 
Cited from Abida Samiuddin, op cit, p 322, 

12 Contesting Sant Longowal’s interpretation 
of the resolution, Jathedar Jagdev Singh 
Ihlwandi has asserted that the formulation 
in the interests of Sikhs must be ‘specifically 
protected’ amounted to a demand for “a 
special status for Sikhs” and conferring on 
them the title of a ‘nation’. The Indian 
Express, March 21, 1985, p 1. 

13 Balrai ^ri makes this jroint in ‘The Akali 
Tkagedy: Failure to Rise Above Religion’, 
The Tima of India, July 13, 1982, p 8. 

14 Nirmal Mukarji, ‘Before and After PuqjaV, 
The Indian Express, July 13. 1984, p 6. 

15 M S Dhami, ‘Punjab and Communalism’, 
Seminar, No 314, October 1985, pp 25-38. 
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DISCUSSION 4 


Exploitation and Labour Theory of Value 

Khalid Nadvi 


MY thanks to J E Roemer for his csthaustive 
response [Roemer 1986] to my article 
[Nadvi 1985] published last year in the£Plf: 
The majority of points raised by Roemer 
focus upon a defence of the methodology 
employed by him in his book, the “General 
Theory of Exploitation and Class’* (CTEC) 
along with an attack on my own defence of 
the Labour Theory of Value. A number of 
these points are closely interlinked and I have 
consequently taken the liberty of not answer¬ 
ing each point individually. Although, 1 
believe in my response below I have covered 
most, if not all, of them. While I have not 
discussed the Labour Theory of Value direct¬ 
ly, it is implicitly present in my argument. 

Let me begin first by answering those 
points that can be dealt with briefly. I accept 
Roemer’s point 6 regarding the exclusioh of 
the State from his analysis as being valid. 
Nevertheless, as 1 am not convinced by 
Roemer’s explanation of socialist exploita¬ 
tion as coming about through unequal 
distribution of “inalienable property’’, 1 feel 
that the analysis of socialist societies based 
upon the theories of the stete would be a 
more profitable exercise. The socialist state 
not only protects property it also owns the 
means of production. With regard to point 
5 1 still remain confused as to whether the 
withdrawal tests for exploitation are purely 
“a series of gedanken experiments’’ as 
Roemer suggests; or instead, by incorpo¬ 
rating transaction costs of withdrawal into 
the exercise (as Roemer does in his book) 
they become something more than pure 
experiments used for definitional purposes. 

Returmng to methodology, Roemer claims 
that it is spurious to attack his theory for 
lack of dynamics. Furthermore, he states 
that an attack on mathematical modelling 
and static equilibrium analysis "is an attack 
against deduction and abstraction as 
methods of understanding social behaviour”, 
lb underline his argument he describes the 
function of mathematical modelling and its 
relationship to equilibrium. He outlines that 
(1) A mathematical model is a schematic 
description of the behaviour of agents/ 
categories with exogenously imposed con¬ 
straints on it. (2) Internal consistency in a 
model is an answer in the affirmative to the 
question whether all agents can punue their 
postulated behaviour modes in the model. 
This situation can describe equilibrium. 
Internal consistency, and therefore equili¬ 
brium, is a necessary condition for assessing 
the ability of a model to describe the world. 
The rest of course is about choosing the 
‘right’ or appropriate abstractions (exo¬ 
genous variables and endogenous factors) on 
which equilibrium is imposed to demon¬ 
strate internal consistency. (3) Once (2) is 
satisHed we have to charitably accord 


credence to the model and (a) test the model 
for obvious predictions, (b) obtain not so 
obvious predictions (which if correct in¬ 
creases our faith in the model) and (c) assess 
its predictive power. Given the above Roemer 
states that an attack on his use of mathe¬ 
matical modelling (in which there is an 
implied attack on the condition of equili¬ 
brium and therefore of internal consistenc]^ 
is an attack on (a) deduction and (b) abstrac¬ 
tion as methods of understanding social 
behaviour. 

Now if we accept (1), (2) and (3) above, 
I believe that it would be difficult to sustain 
Roemer’s criticism An attack on the way a 
mathematical model is used is not an attack 
on a condition (e g, internal consistency) 
which is necessary for the plausibility of dl 


mathematical models (ie, criticism of 
tautology is not on internal consistency, as 
we can show internally consistent arguments 
that are ultimately tautological). It is also 
not necessarily an attack on deduction per se 
or the deductive nomotogical explanation 
form in general as this form of reasoning 
is not an exclusive domain of the logic of 
mathematical modelling. 

It is certainly not an attack on ‘abstrac¬ 
tion’ if what is meant by the latter is selective 
appropriation of some categories as more 
fundamental than others (i e, imposing a 
hierarchy of categories). All systems 
abstract. The procedure is necessary to 
accord causal explanatory power to some 
variables over others. 

The general theory of exploitation and 
class is described as an oeercise to derive 
theorems from primitive assumptions 
(theorems about endogenous variables by 
imposing equilibrium conditions on them 
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and by assuming exogenous v ariables) The 
primitive assumptions are about t«.hnologv, 
endowments and preferences and the beha 
viour of agents an. posited dcsciibing them 
m equilibrium Precise relations between a 
person’s class position and exploitation 
status are then derived and stated as 
theorems (which coi respond to our classif al 
Marxist intuitions) 

I his IS done by agents given their respec 
tivc endowments of a given commodity or 
property rights (in classical Marxist terms — 
labour power) and technology conducting 
optimising exeaises From this we obtain a 
class structure based upon differential 
ownership of property (which corresponds 
to oiir classical Marxist intuitions) and 
exploitation status whereby those who hire 
and those who sell that given pioperty are 
the exploiters and exploited respevtivcly 
Now this IS a rather obvious prediction It 
certainly lends credence to the model but 
there again it does not tell us very much 
That the labour theory of value must be 
rejected in order to sustain the intuition that 
capitalists exploit laboui is the other and not 
so obvious outcome ol the model 

I accept that the model has got class right 
(defined by ownership of assets) The model 
has defined exploitation (tested by with 
drawals) as the result of inequality in owner 
ship ol assets 1 he explanation of exploita 
tion put forward by Roemer is not the same 
as Marx's but since the author rejects the 
Labour Theory of Value he chooses to con 
struct a notion of exploitation which can 
only be described by reference to exploiters 
and exploited—tautologically, by reference 
to Itself as a pseudo behavioural attribute 
of agents in two classes 

In my view, Roemer’s model has goi class 
right and exploitation wrong if by his 
reference to the notion of class and exploita 
lion were the notions of Maix (right and 
wrong IS with reference to a prior con 
census) It is also not necessary that if a 
model gets two postulated categories, related 
to each other as the expectation or intuition 
of the author (whether it corresponds to 
Marx’s intuition oi not) demands they 
would, the abstractions made in the model 
are the ’right’ ones 

Abstractions are only appropriate or 
inappropriate (as opposed to ’right’ or 
‘wrong’) to what the explanatory object of 
the model is If it is to relate accepted 
notions of class and behavioural notion of 
exploitation given certain constraints 
(technology, endowments, piefcrcnces) then 
indeed the abstractions arc appropriate 
However, if we want to explain the relation 
ship of class [losition and exploitation status 
that IS not just pseudo behavioural but strut 
lural (located m some real historical 
process), then the abstractions are not 
appropiiaie 

The one major result of changing the 
explanation of how exploitation comes 
about (based upon rejecting the labour 
theoiy ol value) tor Roemer s model is that 


class struggle is in no way part of the model 
With the creation of surplus value located 
in the production process and forming the 
basis for exploitation class contradiction 
and class struggle followed logically from 
Marx’s desciipiion of the relationship 
between class and exploitation status 
However, as Roemci holds that the labour 
ihcoiy of value is wrong because labour 
values cannot be computed ptior to equili 
brium prices it is plainly fruitless to follow 
this line of argument here 

1 have criticised Roemer for not explain 
ing the initial disiiibiition of endowments 
in his model Roemet’s response to this 
criticism, namely, that this explanation is for 
the historian, is inadequate "The historical 
prcKess which gives use to the initial endow 
ments where my model begins is not a 
subject of my an ilvsis” 

Roemer demonsti ites different logically 
possible paths taken towaids his initial situa 
tioii It could be Marx’s desciiption of 
primitive accumulation in Vol 1 ot ‘ Capital ’ 
or It could possiblv be a peaceful path Both 
lead to a precise rclaiion between exploita 
lion status and class position whi h can be 
derived independenllv of the historical 
process In Roemer s tiamcwork the histo 
rical path is not necessary to invoke in order 
to explain class position and exploitation 
status if we h ivc a property relation inatiix 
at hand 

This brings us to i substantial piobicm 
with Roemer’s OTFC He does suggest that 
It would be great it we could develop a model 
thai could deal with change where “the stale 
ol the model at each instance xttects all the 
parameters ot the model at the next in 
stance” Now we do not know how long it 
will take for such a model to come about, 
nevertheless the question is can Koemer’s 
(iTLC be extended to such a modeP Or tan 
another model that does th.s sustain the 
abstractions made in Roemer’s General 
1 heory'’ For, if it cannot then the GTFC has 
no real historical predictive power, and, if 
It cannot predict overtime then it becomes, 
despite the degree ot rigour with which it 
IS presented, a lather trivial exerci,e 
What IS implied here is quite simple 
Roemer asserts that the GTEC disambi 
guates the formation of class and exploita¬ 
tion trom the process of primitive accumula¬ 
tion The given set of exogenous constraints 

- endowments, preferences and technology 

- correspond to a specific set of property 

relations It is from these property lelations 
that Roemer obtains a taxonomy of class 
positions and exploitation status This can 
bt visualised as follows Class 

Position 

Conurainir Coi respond 
Endownicnts 

PROPERTY 

Prcteiences RFLAIIONS 

lechnolugv | 

Exploitation 

Status 


Now any change in class position and 
exploitation status must be caused by a 
change m property relations 

I irstly, IS It possible to base different sets 
ot propelty lelations with the same set of 
endowments preferences (which I assume, 
for the sake of simplicity, are demand for 
endowments) and technology If it is not 
possible (hen any ch mge in propeity rela¬ 
tions IS a icsult of interaction between the 
given endowments and technology If this is 
concretised, it demonstrates a speufu 
historical path 

IT on the other fiand different sets of pro 
perty relations aie possible with the same 
endowments, preferences and technology 
(c g, leudal property lelations with endow 
ments that characterise capitalism m 
Roemci’s tramework) then to explain change 
in proptity lelations (which lead tochang 
ing class powci and exploitation status) does 
not nccessanlv require us to invoke the inter 
action ol Roemer’s given constraints (endow 
ments and technology) which we said, if con 
cretised, describes a specific historical path 
I hat IS to say tli it ihc piopcnv iclations are 
independent ot inv specific given set ot 
constraints 

1 he point here is not that if Roemer were 
to extend his theciry to capture time he would 
have to invoke history, but that a model ot 
Roemer s type cannot be susccpiiblt to such 
an exten^ on 

We can’t say that the problem ot transition 
Ol change is a non problem just because as 
Roemer asserts that, given the tools avail 
able. It cannot be handled today Therefore, 
we will have to inter that if we accept 
Roemer's arguments for a snapshot picture 
ot the capitalist mode of production with 
Its concomitant abstractions, then we will 
have to change those abstractions in order 
to explain change in systems with regard to 
precisely the categories he thinks he has 
inteinally explained with the minimum ot 
assumption, i e, class status and property 
lelations 

It IS not so much that I wish to bicker 
about how a differential endowment struc 
ture comes about, but at least we should be 
allowed the impertinence to ask if the modd 
tells us how this differential structure 
changes over time in the future If this is the 
task of the poor ‘hostorian’ then logic 
dem uids ih it Professor Roemer becomes one. 
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When people in highly diverse fields 
look for”the lOL mark”, 
what do you think it impiies? 


Simply that Indian Oxygen 
Limited (lOL) has acquired 
an enviable reputation for 
the quality of Its products 
and service. In areas far 
beyond only oxygen. 

Industrial gates: applicatlont 
to spur developmeni in vital 
Industries 
lOL pioneered the 
manufacture of oxygen, 
nitrogen, argon and dissolved 
acetylene in India. Today lOL's 
Cases have varied applications. 
Prom wayside welding to 
shipbuilding to INSAT, from 
transportation and 
telecommunication to power and 
mining. The Company not only 
manufactures these gases but 
is unique in providing 
technologies associated with 
their different applications. 
Further, lOL manufactures 
special gases which play a vital 


role in sophisticated industries 
and research. 

A new dimenalon to metal 
fabrication 

lOL offers a comprehensive 
range of welding equipment, 
consumables and accessories 
for customers. All this, along 
with advisory services, 
comprises a total welding 
"package" lOL also offers 
cutting machines to suit every 
industry. From automobile 
manufacture to shipbuilding. 



Cryogenic technology for 
building infrastructure 

lOL's cryogenic plant and 
associated ^uipment 
manufacturing activity has 
helped build the infrastructure 
for planned development. The 
Company offers complete 
cryogenic plants, and 
engineering, distribution and 
handling systems on a turnkey 
basis. lOL was the first to 
manufacture and supply air 
separation units in India. 

Health care: a priority concern 
The Company continues to 
contribute to the medical 
profession with an assured 
supply of medical gases, 
anaesthetic equipment and 
equipment for lung functions. As 
well as centralised distribution 
systems through pipelines for 
medicai gases and vacuum to 
medical establishments. 
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Ill Wind in Steel 

BASED on a recent National Council of Applied Economic Reseaah study, the work 
ing groi 4 > on steel has projected a requirement of 22 S million tonnes of finished steel 
in 1999-2000 This works out to a moderate 5 per cent compound annual growth rate 
m the demand for steel Assuming that Vuag steel, 4 million tonne-ingot-equivalent 
Bokaro and Bhilai, and modermsed/technologually upgraded I ISC O Durgapur and 
Rourkela operate at high levels of capacity utilisation and TISCO and the mint-steel 
plants and re-rollers between them produce 5 7 million tonnes of saleable steel, 17 2 
miltion tonnes of finished steel will be available from domestic sources As the Annual 
Report of the Department of Steel lor 1985 86 points out, this level leaves a gap of 
5 3 million tonnes of finished steel at the end of the century 

In the past, estimates of demand for steel have invariably been wide of the mark 
In the period 1950-65, when infrastructure and the basic foundations of industnalisa- 
uon were being built, the rate of growth of demand for steel was high, at around 10 
per cent per year It was expected that with the growth of engineering industries and 
construction, significant quantities of steel would be required in the subsequent period 
In fact the compound annual growth rate of apparent steel consumption declined to 
around 3 per tent in the period 1965 80 There has been very little rationalisation in 
the use of steel in the country, except for the application of cold twisted ribbed steel 
fIbr-Steel, TISCON, etc) as concrete reinforcement bars Improvements in design and 
techmeal progress in the rngjor steel consuming industries may have lowered consumption 
coefficients to some extent, also substitution of steel by other materials such as plastics, 
alummium and glass However, there is a tendency to overestimate this factor since 
substltuiiiui works both ways One important factor that has dampened the demand 
for steel is the indirect import of steel in the form ot machinery and equipm.mt This 
has to be reckoned with, especially since the noeralisaPon of impons of a wide range 
ot capital goods 

Anyway, assuming that there will be a gap ol 5 T million tonnes of linished steel, 
how IS It proposed to be bridged’ There is unbkely to be any more investment m integrated 
steel plants on green-field sites in the next 15 years MFCON had submitted a feasibility 
report in July 1985 for a semi integrated steel plant at Daiun (Orissa) based on the 
direct reduction (DR)-Electric Furnace (EF) technology and having a capacity of 2 I 
lakh tonnes of finished steel But substantive steps cannot be taken to impicmeni even 
this truncated project since only Rs 10 crorc have been allocated tor it in the Seventh 
jPlan Similarly, the detailed projea report for a semi integrated steel plant at Vijayanagar 
was submitted by MECON in October 1984 This envisages a DR-EF based plant with 
a capacity of 2 1 lakh tonnes of finished steel Again, an allocation of only Rs 10 ciore 
has been made for this project in the Seventh Plan and so it is not possible to take 
any worthwhile steps to implement it upto 1989 90 The decision on implementing this 
project has been pending since 1972 The electorate of Karnataka has been promised 
an integrated steel plant thrice Now they will not get one in this century, the C ongress(l) 
can however promise them one in the twenty first century As for the Visakhapatnam 
steel project, us finished steel capacity has had to be reduced and the product mix altered 
because the estimated plant cost has escalated from Rs 1,900 ciore to Rs 7 5(X} crore, 
makiss the plant economically non-viable 

The steel plants at Bumpiir, Durgapur and Rourkela are in urgent need of modernisa 
tiOn/tech,’!ological upgradation While Durgapur and Rourkela have been allocated 
Rs 460 crore and Rs 360 crore, respectively, for mcdcrnisation programmes (itself 
not suffiaent to complsic the job ^ 1989-90), IISCO has been given a mere Rs 52 crore 
Indeed, the allocation of inveSlment for the public sector steel industry in the Seventh 
Plan is Rs 6,420 crore as against the projected requirement of arouno Rs 14,224 crore 
Durgapur was an onginally obsolete plant Further, there were hardly any improvements 
incorporated in the original installation and there was utter ne^cct of proper and timely 
repair, maintenance and capital replacements Hence, a massive modernisation 
programme has become overdue IISCO, sucked dry by the Martin Burn group, was 
taken over—bailed out, in other words—by the government in the early seventies 
However, the government has sMll to initiate a long overdue modernisation and 
technological upgradauon programme While modernisation of steel plants is a complex 
task. It is not beyond the cajmbilities of Indian engineen But the government bureaucracy 
and the SAIL technocracy have little confidence in the ability of local design engineering 
and R and D SAIL has, therefore, entered into collaboration with Nippon Kokan of 
Japan for the purpose. 

.No proposals for expansion of any of the public sector steel plants at Durgapur, 
Rourkela and Burnpur is under active consideration Instead, one of the options under 
considerau'on for filling the 5 3 million tonne gap is the DR bF route Concerted lobbying 
on this behalf has been under way for quite some time by business groups entrenched 
in the num-steei jndustry The OR-EF route is viewed by some as the most effective 
way of meeting small increases in demand (when demand is anyway only limping along) 
OR plants for the production of sjionge iron have been d‘‘licensed At present 50 units 
have been issued industrial liccnce/letter of intent/registration with a total capacity of 
6.98 million tonnes. 
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Mo$t DR plants are located in the 
developing countries However, all the viable 
process technologies, except two (HyL and 
TDR), have originated in the developed 
capitalist countries The TDR (TISCO 
Direct Reduction) process was developed by 
TISCO and is being commercialised in the 
joint sector R and D in sponge iron making 
111 India began at the National Metallurgical 
Laboratory (NVIL) and the umversities The 
NMl set up an indirectly heated vertical 
retort coal based pilot plant in the earlv 
seventies This was however a sad failure and 
that prompted the government to seek 
foreign collaboration flSCO's rotary kiln 
DR pilot plant went into operation in the 
last quarter of 1974 I he decision to com 
mercialise the process was taken in earh 
1981 tVhile I ISCO’s pilot plant trials were 
producing encouraging results, the govern 
ment decided to set up a demonsiiaiion 
plant with UNIDO assistance in sollabora 
tion with I urgi Chemic of West Germany 
for the process technology (SI /RN priKcss) 
This plant was commissioned in 1980 In i 
techiiit.al evaluation it was aveirid that 
TlSCO’s pilot plant did not have a proper 
gas sealing ssstem tor (.untiol of thi lediu 
mg atmosphere or a suitible Lontinnoiis 
weigh feeding ssstem Luigi's SI ''RN 
process and svstcni was declared techno 
logically superior I-urther, it was regarded 
as not econoini<.ally sound to conduct 'rials 
with many diflerent sets of raw materials at 
the dcmonstiation scale Also, for R and D 
purposes It was necessary lo have a greater 
fleubility in changing the opciating para 
meters ol the piocess So it was dcciacd to 
set up a rotary kiln pilot plant, also supplied 
by I urgi C hemic The two plants are merely 
testing the suitability of different sets of law 
materials for sponge non making by the 
lurgi process Neither Sponge lion India t Id 
(Sill), the operaiing company loi the 
demonstiatioii plant, not the SAU R ind D 
C entre nor MEC(>N has acquired the c tpa 
bility to scale up the plant In tact, Luigi 
Uhemie can file for patent mlrmgement if 
SAll were to independently set up a com 
mcrcisl scale plant based on its design All 
the sponge non plants that have started com 
incicial production or aic likclv to start prs) 
duciion (except the IFI lAlA plant based on 
the 1 DR process) base foieign collabora 
tioiis Orissa Si'Oiigt Iron with Allis 
t halineis IIS, Bihar Sponge Iron with Luigi 
< hemic and so on 

Our burcMucials and t^hiuxrats at the 
helm arc fond of sayiniM^e days how m 
ihc past they wertk shTTImI, whereas 'the 
windows and doois fiave now been 
so that they can 'lieely breathe th#*esh 
(foreign) air’ In direct smelting, thev ♦kni 
to back foreign R and D in the lorm of the 
INRFD and KR process In diitct reduction, 
they aie waiting and watsl^lil the develop 
inent of coal gasifivation technology abroad 


Kerala 

In the Same Grooves 

THE political moves which Kerala chief 
minister K Karutiakaran initiated in the last 
quarter of last year may be said to have 
borne fiuits at last with the resignation of 
the state's home minister, Vayalar Ravi, and 
the shifting of K M Mam from the finance 
poriiolio Karunakaran’s stated reason for 
wanting to stir things up was that the 
distribution of power within the United 
Demociatic Front (UDF) governm*nt did 
not, according to him, do justice to the post 
tion of the L ongress(l) within the Front 
A less openly stated reason was that 
Karunakaran thought the time uad come to 
strengthen his pcisonal psisition ws u ws not 
only the other parties constituting the 
L'DF but also his opponents within the 
( ongrcssfl) 

Vkith thise considerations m mind, 
Karunakaran had lirst moo.ed the idea of 
a mid term poll in Ihc state His lonfidencc 
in regaid to taeng the electorate was no 
doubt bolster'd bv the C Pl(M)’s uecision not 
to permit communal parties (meaning in 
effect breakaway factions of the Kerala Uon 
gress and the Muslim I eaguc) to be part of 
lh< lilt IXnuc iiu f torn (11)1) flic 
t f 1(M)' nu'sc li 1 1 RsnltcJ in a c oil tli t ol 
iiihuliiRi withii ih i FKMl I ,.icssii iiiiij 
Ihc suspension of two of it, pruiuinent 
leaders -the then secretary of iht C PI(M) 
legislature pany and the coivenor ol the 
I IJl and also signticaiiilv weakened the 
bargaining posit on of the Kerala ( ongress 
and the Mushni larague bv narrowing the 
political opiums open to them Both these 
developments Karunakaran calculated as 
likely to brighten the piospects of the C on 
eiess(l) in paiticalai and the UDl in general 
in a snap eteil'on However the Con 
gress(I)’s LC'iitial teader'liip alreadv un 
nerved by the p iitv s defeat in the asstmblv 
elections in Ass im and Punjab ind iis uniiu 
pressive pcrloinicUi e in by elections in dif 
leient parts of the ountiv did not want to 
run the risk ol losing the onlv state in the 
Souih where it is still in power and so 
shclsed Karuruikaiaii s proposal foi niid 
tcitn elections 

This left ttu Kcrrtli chief m.mster with 
onls the device of a cabirie' icshufflc to 
achieve liis objectives Even this has not pio- 
vtd easv 01 siraightlorward Karunakaran 
had fust to bleak the nexus between the 
Kerala C cingress and the Muslim licague 
ihe two most iiuportani constituents of the 
L D1 after the t ongrcss(I)—to enable him 
to divosi K M Mam of Ktrala Congiess of 
the finance portfolio There arc lutid ac 
counts ol the manoeuvres by which this was 
achieved It is believed, for example that it 
was the chief minister who had deliberately 
leaked out to the press the details of the 
cl imlc'tinc Msii ol iwc' Kussaiiis to Keialu 
in January The two visitors, whose entry in¬ 
to the country had been prohibited by 


the Central government, had Hown into 
Tkivandrum from Abu Ohabt without visas 
and had nevertheless been allowed to spend 

10 days in the state and, what is more, do 
so virtually as honoured guests of the state 
government Disclosure of these details, 
which raised a political storm, put the 
Muslim League on the defensive since the 
visit of the two Kuwaitis had been in effect 
sponsored by it The chief minister had to 
go to the rescue of the League w hicb, in turn, 
suddenly discovered and publicly affirmed 
that It was the right of the, hief minister to 
allocate portfolios among members of the 
cabinet and so quietlv acquiesced in the 
Kerala Congress stalwart Mam being strip¬ 
ped of the finance portfolio By companson, 
the task of taking away the home depart¬ 
ment from Vayalar Ravi, the chief minister's 
own partvman, though belonging to a 
hostile faction, was relatively simple Ravi’s 
pie emptive resignutiun has bcin of little 
avail and the latest reports suggest that he 
mav be rc inducted into the cabtner after a 
while but with a less tmnoif’ni charge 

If these recent political happciungj in 
Kerala have been chronicled at some length 

11 IS only to provide a fl.ivcyut of that 
state’s politic \gains' this bacVgrouiia 
the C PI(M) gciieia) stciciaiy f M S 
Namboodiripad s asscsement that his party’s 
resolve to have no polm al truck with com 
niunal pirtus had tvioight abou* a ‘com 
pltu irarisforipation' ip Kerala pol tics 
seems premature to sac me iea,t 1 he 1 l»l 
led t V the CPKM) hac aiitioii'ictd an agita 
i on against the UDF govtinn’cnt beginning 
Itoi.i luiie 1 This ag tatiOii cvild have 
ma’-ked the bcgirning cf a sorcewhat dif 
lerenf type ol politics ii Kerala However, 
It would appear that the agnation is propos 
ed to be built round the demand for resigna 
tion ol the chief niinisic and trice other 
ministers (the home minister and r vo othi r 
miiustirs belonging to the Musiirn l^igiiei 
whom the LDf holds “responsible lot the 

sit (it l\\(V IvUck lls'i cl k iw nil \ I(\ to h 
state’ In the same vein a rest tution adcipted 
at a convention ol the LDF in Cochin i«n 
Mav >1 charges the Congiess(I) wi'h en 
dangenng nat'onal integrity and jccuiity bv 
sjccumbtng to piessure from communal and 
sepaiatist forces’’ and bemoans that “the 
Prime Munster had not taken anv action 
despite the 1 OF memorandum to him draw 
mg hi‘ attention to the special facilities pro 
sided to two Kuwaiti nationals by the state 
government’’ This obsession with the visit 
of the two Kuwaitis is difficult to com 
piehend Even if the worst assumptions 
about the motives and doings of the visitors 
and then local Muslim hosts arc taken to be 
true will that make this the most relevant 
issue for the people of a state characterised 
by all round economic stagnation, galloping 
uneinplovment—the number of unemployed 
registered with employment exchanges in the 
state at the end of March 1985 was 24 6 lakh 
or about one-tenth of the total for the entire 
country—and prevastve corruption affecting 
all walks ol public life'’ 
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Drugs 

^ HO and Multinationak 


A Correspondent wnlw 

THE unofficial, informal links between 
multinational corporations and some UN 
agencies have long been debated Ihe ICP 
(Industry Co operative Programme) within 
the lAO was a prime example, and had to 
be dismantled once the links were discovered 
by action gioups On the other hand, the 
WHO prescription for a rational drug policy 
IS well known, has been recommended tor 
all countries, developed and underdevdoped, 
and IS often adduced as proof of the WHO’s 
neutrality Its principal contribution has 
been the sdection of a list of essential drugs 
numbering 250, which the WHO has sug 
gested are more than adequate for a popula 
tions basic health programmes, a list of 
coarse that has not enamoured the WHO 
to the drug multinationals 

The crucial test, however is whether the 
WHO has a firm commitment to its essen 
tial drugs policv There is now growing 
evidence to suggest that the WHO is not 
working tor its own mandate In fact, by its 
aits ol omission the WHO is now permit 
ting Itself to be used against us own drug 
policy on essential drugs 

The case of Bangladesh is demonstrative 
In lune 1982, the Bangladesh government 
passed laws cntoicing the WHO essential 
drugs policy 1 7(X) d'ugs (out ol a total of 
4,000) were destroyed or taken out of circula 
tion The new drug policy has reveiscd many 
of the offensive features of the drug scene 
av III ihic III in si 1 liiKl Will 111 nMMilncs iii 
eluding India whcic the production of a 
large number of inessential and harmful 
drugs has led to a decline in the production 
of basic and essential drugs Despite what 
critics of the Bangladesh drug policy, in 
Migated by drug MNCs have claimed, the 
new policy has led to an increase in the pro 
duction of essential drugs, has reduced 
puces and improved drug investment by the 
very same companies who have tried to 
criticise the policy in the past 

Concerned about these positive develop 
ments and their possible impact on other 
Third World countries, the drug MNCs have 
now recruited a Sri I ankan lawyer to write 
a book attacking the policy T he book is en 
titled “The Public Health and Economic 
Dimensions of the New Drug Policy of 
Bangladesh" and is written by D C layasunya 
and sponsored by the apex orgamsatton of 
drug multinationab worldwide The Inter 
national Federation of Pharmaceutical 
Manufacturers* Association 

Jayasuriya uses his former WHO con¬ 
sultancy status to give his ‘evaluation’ ol the 
Bangladesh drug policy some measure of 
legitimacy, which it, being a sponsored study, 
completely lacks Die document is being 
passed off as a ‘WHO document on the 
Bangladesh Drug Policy’ The WHO is db 
vuosiyawmof these developiBcws, but has 


as yet not distenced itself officially from the 
Jayasuriya ‘evaluation’ 

The requisition of a Third World in 
dividual to attack a socially useful policy 
from another Third World country, at the 
obvious behest of drug MNCs, must be 
regarded as verv disturbing No action has 
been taken against Jayasuriya despite the 
fact that these developments have been 
brought to the attention of the Director 
General of the WHO, Halfdan Mahler 
hunself ftut of the reason for the incapacity 
or unwillingness of the WHO to act firmly 
IS rooted in the linancial indebtedness of the 
WHO to countries like the USA For exam 
pie. It look a lull two years betore Halfdan 
Mahler himselt publicly approved the 
Bangladesh drug policy It is ironic that the 
WHO IS unwilling to act when it sets an at 
tack on a drug policy that is based on the 
recommendations of the organisation itsell 

Sou/A Africa 

I'pdatinK Aparth«id 

1 HL May 19 attack by the racist Pretorian 
regime on the Afiican National Congress 
(ANC) oftices in Zimbabwe Zambia and 
Botswana should come as no surprise And 
the mealy mouthed condemnation of the 
raid by the US and British governments need 
hardly be taken seriously To expect Pretoria 
10 behave dilletcntlv, to follow norms of 
civilised behaviour, or to expect that the US 
and Britain are at all concerned about South 
Africa s acts of terrorism is to fly in the face 
of reality The entire approach of the US and 
Britain is designed to perpetuate the myth 
that reform is possible within South Africa 

The raids on the ANC offices coincided 
with the visit to South Africa of the three 
member C ommonwealth Eminent Persons 
Ciroup (EPO) (he formation of the group 
was an indication that Britain had managed 
to thwait a mild resolution calling for volun 
tary sanctions against Pretoria at the last 
summit meeting of Commonwealth states 
And now France, Bntain and US have vetoed 
a similar resolution in the UN Security 
Council, despite the raids If sanctions 
against South Africa have been ineffective, 
this IS obviously because the lifeline of apar 
thcid IS linked to Western capitalism and to 
deep-seated coloniai-rasast preiudices of 
countries like the US, France, Bntain, West 
Germany, etc 

The aim of the South African regime is 
not to reform in order to move towards a 
mnitiiacial society but to modenusc and up¬ 
date apartheid The recent withdrawal of 
Pus Laws IS a case in point In doing away 
with the 60-year old Pw Laws, under wluch 
biacics were arrested for not bang in posscs- 
oon of passes, the regime has just replaced 
the passes with a umform identity document 
and the dqiartment handling this system has 
merely been renamed So long as the Group 
Areas Act dividing cities and towns in order 
to segregate racially residential and business 
areas and the Separate Amenities Act which 


lacially segregates cdiuation health etc re 
main, there is no way in which the impact 
of the abominable apartheid can be 
mmmused Sigruficantly, on the day the Pass 
Laws were replaced, April 25, the regime also 
armed itself with sweeping powers “to 
declare anv area an unrest area ', which 
would gise It nununity trom judicial 
challenge 

The same is true of the proposed new 
“regional service council’’ and other so 
called local government reforms since they 
are all tiimly based on apartheid laws such 
as the Group Areas Act and the Population 
Registration Act Even the Black Com¬ 
munities Development Amendment Bill, 
under which “any black person who is a 
South African citi/en or who is legally resi¬ 
dent in the Republic will be able to buy pro¬ 
perty”, IS of dubious value since its provi¬ 
sions will apply only in areas where blacks 
are permitted to live Further, considering the 
povcity of the large majority of the blacks, 
the Bill IS reallv meant to create divisions 
among blacks 

Aided by Western propaganda which 
makes out these changes to be substantive 
moves in the direction of ending apartheid, 
Botha has announced a special session of 
the parliament in August and convened an 
emergency meeting ot the National Party 
(NP) on August 12 M to seek a mandate for 
reforms Ihe regimes teal motivations are 
biought out by the picposals it has made 
to the visiting FPG In his talks with the 
f PG Botha harped on the allegation that 
65 pel cent of the ANC’s new executive 
council elected last June are members of the 
communist party and used this to justify his 
refusal to deal with the ANC The Botha 
regime then told the FPG that were the ANC 
to declare unilateral cessation of violence 
then Nelson Mandela would be leleased and 
ANC legalised There wav no mention of 
withdrawing the military trom black town¬ 
ships where it has taken such a heavy toll 
ol kack life Since Botha should know that 
the black liberation forces will not lay down 
arms without some guarantee of political 
change, it is obvious (hat the proposal was 
meant to be rejected ANC has emphasised 
that unless we arc ‘convinced that Resident 
Botha has accepted the principle ot transfer 
of power to the majority” we cannot con¬ 
sider a ceasefire and initiation of talks’* 
Boihas icjoiiiilci vv is iiuc m U mu mil con 
sisled of the threat that so lar ‘the lull might 
of the State has not even remotely been 
fully employed" 

The ruling National Party of Botha is 
apprehensive of the surge lu support for 
white gangs and vigilantes, such as the 
Afrikaner Weerstandsbeweging (AWB), 
which have been killing blacks at random 
Groups like the AWB have demanded the 
re establishment ol the independent Boer 
republics of Oiange Free State and 
Transvaal Faced with these anachionisiic 
groups, the regime has to either modernise 
apartheid or revert to an antiquated system 
I he NP IS worried because on the one hand 
It knows that the blacks cannot just be cow 
ed down despite severe repression, the 
year long militant movement ot blacks 
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continues whilt on tht oihtr hand suppoit 
for NP IS bting eroded with ths Xfrikanii 
population thi n«.\s 1 nj-lish iiiiyi tnts and 
the Portuguese tiorn 1011111.1 oloiii s I best 
groups also enjoy subs! inn il support within 
the militaiy and tlu poliee It is (]inte likils 
that iceent intliiar> raids ait niraiit to lalK 
whtte support behind NP bv retreating the 
ij I I \i II 


THL situation eurrently obtaining in the eot 
ton market has indeed no parallel Three 
fourths of the season is getting over but there 
IS nothing to suggest that the lean period is 
ahead The supply of eoiton is as abundant 
as It was in the midst of the marketing 
season With the Maharashtra State Co 
operative C utton Cirowers Federation, 
Cotton Corporation of India and the various 
state CO operative marketing agencies 
burdened with huge stocks of kapas/lint cot 
ton mills are in a strong position to dictate 
prices and they are able to obtain all the 
cotton they need at prices which are substan 
tially lower—Rs 700 to Rs 1,500 a candy, 
dep^ing on the variety - than the official 
support prices long staple cottons go 
virtually abegging H 4 (long staple cotton) 
IS currently fetching a price which medium 
staple J 34 fetched in October November 
Never before have cotton prices been known 
to display such contra seasonal weakness 
Current prices aie about the lowest for over 
five years The various measures taken by the 
goivernment to impart some stability to the 
market have proved to be of little avail The 
ofliaal wholesale pnees index foi raw cotton 
which had legiste^ a sharp decline of over 
24 per cent in the 1984 85 season has moved 
further down by about 21 per cent between 
September I98S and April S Cotton prices 
have eased still further since the beginning 
of April The fall in prices would have been 
hur more steep if supply had been allowed 
to exert its full pnessure on the market, that 
IS, if the state and co operative marketing 
agencies had not resorted to massive pur 
chases of lu^ias 

The Mahaiiahtra federation which operates 
the monopoly Khemc has procured kapas 
equivalent of about 28 lakh bales and its 
sales are placed at less than 10 lakh bales 
and the quantity lifted is much smaller This 
means that the federation is carrying a huge 
unsold stock ot about 20 lakh bales (inclusive 
of the 1984-85 carryover stock) CCls 
purchases are placed around |5 hkh baits 
of which nearly II 5 lakh bales have been 
acquired under the price support operation 
Aggregate sales including exports total 
around 7 s lakh halts (upto M is 16) Hits 
means CCI is carrying a stock of about 7 5 
lakh bales Stocks with the co operative 
marketing agencies in Gujarat, Andhra 


ihe economic rcicssi m the 130 pci ttni rise 
in uiiLinpIo mtpi imong whites and col 
oureds iht sqi tt/t in while incomes dut lo 
tisiiion tnd inllaiion the tour setts ot 
diouvht sstih c( 1 stqucni rise in larni 
hinkiiipitics II ne also making the 
gangstci groups such as \\\ B aiiiaclist to 
ihi whiles who hihcst ihit reforms m 
undtiiniiunc lit i | iiMitgtd tsisuntt 


Pradesh, Madhva Pradesh, Ibmil Nadu and 
Punjab are estimated around 12 lakh bales 
The ‘locks Iving with the Central and 
state co operative agencies thus add up to 
ovei 35 lakh bales One shudders to think 
how the market would have behaved if the 
marketing of the crop had been handled 
entirely by the private trade 

The cotton scenino that has emerged in 
ths wake of two successive bumhei harvests 
raises issues w hich the government needs to 
ponder over very seriously Failure to take 
appropriate action on the basis of an in 
depth appraisal of the piofound change in 
the demand supply position of cotton can 
have implications which are too disturbing 
to contemplate If the Seventh Plan target 
for cotton 95 lakh bales in 1989 90—is 
based on a reasonably sound assessment of 
the effective demand for cotton as well as 
cotton blended fabnes, cotton production m 
1984 85 and 1985 86 must be regarded as far 
m excess of the industry's requirements That 
the steep fall in cotton pnees^over 40 per 
cent since September lOM-^-should not have 
induced a substantial increase m cotton con 
sumption suggest that the industry has 
strong reservations about finding a remune 
rative market for its increased production of 
cotton yarn/fabnes Whether a suitably 
devised Hscal package can promote domestic 
< onsumption and exports of cotton yarn/ 
fabnes thereby resulting in increased con 
sumption of cotton merits serious con 
sideration by the government 

By tar the most serious aspect of the 
cotton scenario is the widening spread 
between the ruling market prices and the 
official support prices The spread is much 
wider in the case of Maharashtra cotton 
because of the higher guaranteed prices If 
because of the demand-supply position 
market prices tend to keep wdl below the 
official support prices and political ex 
pediency does not permit the government to 
effect a reduction in support prices even 
when a reduction is considered justified on 
economic grounds, institutional buying will 
have to be stepped up in a big way, involving 
huge operational losses As it is, more than 
half of the total crop is marketed by the CCI, 
Maharashtra federation and the other co- 
operauve agencies On current reckoning, the 


CCI IS likely to incur a loss of over Rs 70 
crore on its operations in 1985 86 The loss 
the Maharashtra federation will incur could 
well be around Rs 400 crore 
Fven on the basis of most optimistic 
assessment of mill consumption (87 lakh 
bales), extra factory consumption (5 lakh 
bales) and exports (S lakh bales), the carry¬ 
over stock at the end of the current season 
(August 31) IS estimated to be anywhere 
between 35 lakh bales and 45 lakh bales 
Ensuring adequate facilities for the safe 
storage of such Urge stocks of kapas/lint 
cotton poses a really formidable challenge 
the kind of which has never been faced 
before The storage problem could become 
ver> serious if the south west monsoon 
arrives early This is not all The record 
carryover stock is bound to weigh heavily on 
the market In the event of favourable 
weather conditions and another bumper 
crop the marketing infrastructure and the 
insututional framework may prove grossly 
inadequate for managing the overall supply 
position satisfactorily This would have a 
further depressing effect on market prices 
The further fall in cotton prices this 
season is unhkclv to affect adversely fanners' 
intentions to grow cotton With over 90 per 
cent of the crop having been marketed by 
them at or above the official support pnees, 
cotton growers can be said to have received 
remunerative pnees for their produce. It is 
only the CCI, Maharashtra deration and 
the state co operative agencies engaged in 
the procurement and marketing ot cotton 
which have incurred heavy losses If the 
1986-87 cotton crop turns out to be a 
bumper one, these agencies will have to 
resort to yurchases on a much larger scale 
which can have senous financial unpUcations 
A comimttee headed by the Ikxule Com 
missioner and consisting of represenutives 
of the Union ministnes of agnculture, 
finance and commerce is understood to have 
favoured discontinuance of the cotton 
monopoly procurement scheme m Maha¬ 
rashtra However, going by what the Maha¬ 
rashtra chief muuster S B Chovan stated the 
other day, the state government is deter¬ 
mined to push ahead with the monopoly 
scheme The prontability or otherwise had 
never been a criterion for other coottnuing 
or discontmumg the scheme and **«« are not 
going to close down the scheme because of 
loss” said Chavan Apparently, the chief 
minister thinks it is politically expedient to 
woo cotton growers at any cost Few can 
deny that if the guaranteed prices are not 
suitably reduced, the financial consequences 
of rutuung the monopoly procurement 
scheme can be disastrous 
Very bnefly stated, the senous unbalance 
in the demand for and supply of cotton 
ansing from failure of dema^ to catch up 
with the substanually increased production 
of cotton has brought mto sharp focus the 
imperative need to evolve at the earliest an 
appropnate package of meaiures to stimu- 
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late the domestic as well as export demand 
for cotton ya'n/fabncs It will also be 
necessary to do some serious re-thinking on 
the present level of support prices For the 
continuing wide gap between the ruling 
market prices and theofliiial suppoit prices 
can expose the Central and state agencies 
handling cotton to a strain they cannot bear 
A situation could well arise, necessitating 
curtailment ot cotton production 

DMT and PTA 


Reversal of Policy 


AFTER allowing the producers of polyester 
staple fibre (PSF) and polyester filament 
yarn (PFY) to make technological adjust 
ments for switching oser from the use of 
Dimethyl Ibrephthalate (DMT) as the basic 
law material to Putnfied Terephthalic Acid 
(PTA) during the last few years, the govern 
ment has recently changed its policy It now 
seeks to encourage the users to shift back 
to the use of locally produced DM"^ by 
making the imported PTA costly and 
relatively difficult to obtain 
Initially, there were 13 polyester manufac 
turers in the country using DMT as the raw 
material However, following the lead of 
Ambam’s Reliane Polyester, a majority of 
them turned to PTA which was considered 
to be more economical and efTicient IPCI, 
Baroda, was the sole producer ot DM f in 
the country till 1984 and it was not in a posi 
non to meet the growing demand from the 
synthetic fibre/yam industry Hence the 
government allowed imports of DMT and 
PTA freely under the OGL The planu 
which wanted to switch over to PTA were 
allowed to do so and were allowed to import 
PTA, Reliance, the largest producer of PFY 
was allowed to switch over exclusively to 
PTA in February 1984 The government per 
muted producers of PSF and PFY to switch 
over from DMT to PTA in spite of the 
substantial cost invovled in the exercise 
The domestic supply situation underwent 
a significant change with Bombay Dyeing 
in the private sector and the Bongatgaon 
Refineries and Petrochemicals Ltd (BRPL) 
m the public sector commencing production 
of DMT between Apnl and July 1985 With 
a view to protecting the domestic producers 
of DMT from competition of imported 
matenals, both DMT and PTA were shifted 
by the government from the OGL list to the 
restricted permissible list in May 1985 In 
September 1985, the import duty on both 
DMT and PTA was raised from 140 per cent 
to 190 per cent ad valorem In spite of the 
hike in the import duty, however, Bombay 
Dyeing and BPRL found it difficult to sell 
their DMT since the world prices of PTA 
were falling steadily and large quantities of 
FTA were imported despite the restrictions 
The domestic producers of DMT were 
clamounng for higher duties on imported 


DMT and PTA to enable them to utilise their 
instaUed capacities fully Finally the govern 
ment succumbed to their pressure and 
clamped an anti dumping duty of Rs 3,000 
per tonne on both DMT and PTA in addition 
to the prevailing import duty ot 190 per cent 
ad valorem, with clfect from April 15,1986 
Moreover, since the imports have been 
shifted from OOL tc Appendix 3, they arc 
now permitted only against import licences 
issued by the government According to in 
diistry circles, the government is sitting tight 
on several applications for import licences 
for PTA for the current year The producers 
of PSF/PFY fear that t)ic delay might affect 
their production plans adversely 

In effect, the government has been exer 
ting indirect pressure on the polyester 
industry to switch over to DMT from PTA 
apparently to enable the domestic producers 
of DMT to sell their product, overriding all 
other considerations such as the cost in 
volved in switching back to DMT, the 
relative economic efficiencies of DMT and 
PTA, etc 

Not surprisiiiglv, this sudden polio 
(hange has forced most of the producers ot 
PSF/PFY to switch back to DMT at con 
siderahle cost Orka> has already notified its 
decision to go in foi the indigenously pro 
duced DMT and has placed a big order with 
Bombay Dyeing J K Synthetics, another 
leading producer of PSF/PFY, has slated 
that It would need imported PTA for another 
SIX months by which time it would be in a 
jiosition to switch back to DMT Indian 
Organic has already made arrangements to 
use DMT for 50 per cent of its capacity For 
the remaining capacity also it would recon 
dition Its plant in a couple of months 

Nirlon and CAFI had only recently 
changed over to PTA partially For them jt 
would be relatively easy to switch back 
to DMT In the case of Oarware Nylon, 
however, its total chips making capacity is 
conditioned to use PIA According to in 
formed sources, the Ciarware management 
has no plans to change over to DMT and 
It would rather await the regular supply of 
PTA from domestic sources India Polyfibies 
and Orissa Synthetics, the two new units 
coming up to produce polyester fibre, have 
deaded to incorporate facilities for use of 
both DMT and PTA processes 

Reliance is the worst affected by the sharp 
hike in import duty since its plant is fully 
condition^ to use PTA Over the nr t six 
months it may have to incur an additional 
cost of Rs 35 crore by way of duty However, 
by January 1987, its own 75,(X)0 tonnes per 
annum PTA plant at Patalganga in Maha 
rashtra is expected to go on stream Hence 
It would tend to gam in the long-run Even 
if all other producers of PSF/PFY switch 
over to DMT, it won't face any problem 
since, on a conservative estimate, it will need 
nearly 70,000 tonnes of PTA per annum to 
feed lU 45,000 tonnes per annum PSF plant 
and 25,000 tonnes per annum PFY plant 


The total installed capaaty for DMT in 
ihe country is 1,35,000 tormes—IPCI 30,000 
tonnes, Bongaigaon Refineries 45,000 tonnes 
and Bombay Dyeing 60,000 tonnes Against 
this, the to'al DMT consumption in the 
count! > in 1986 is expected to be only 
around 70 500 tonnes which is almost 
equivalent to the PTA consumption by 
Reliance alone 

Prom the point of view of economic effi 
ciency, the polyester industry would prefer 
PTA if the price differential is not too big 
It mas be noted that the polyester industry 
the world over is increasingly substituting 
PTA for DMT A BICP study released in 
December 1985 had estimated that a polye¬ 
ster producer in Indn will be neutral 
between-PTA and DMT t the ex-works price 
ot the latter was around Rs 19,565 per tonne, 
given the then pievailing price of imported 
PTA at Rs 2,400 per tonne For PTA gives 
about 15 per cent higher yield in terms of 
PSF output However, now with the clam 
ping of anti-dumping duty of Rs 3,000 per 
tonne in addition of 190 per cent ad valorem 
duly, the landed cost of PTA has jumped up 
to over Rs 29 900 per tonne 

At one time, there were no takers for the 
DMT pioduced by Bombay Dyeing and it 
was even reported that it was intending to 
switch over to production of PTA when it 
takes up its proposed expansion originally 
meant for producing more DMT 

The government's present policy appears 
to be guided by purely short term considera 
lions For while the present policy favours 
use of DMT at the instance of the < entre, 
the LIP government is looking for private 
sector partners to set up a Rs 900 crore 
aromatic complex at Salimpur and to pro 
duce 1 50 lakh tonnes of I^A per year as 
a by product Similarly, Madras Refinenes 
I td (MRI) IS woiking on a proposal to set 
up an aromatics complex in Itoil Nadu 
based on its own naphtha to make Para- 
xylene and PTA 

In the present policy, while the govern 
ment has favoured the DMT producers, it 
has completely ignored the interests of the 
consumer who will be made to pay a higher 
price for synthetic and blended fabrics 
Following the sharp hike in the duty on 
imported PTA and DMF, the indigenous 
manufacturers of DMT have already jacked 
up their prices Bombay Dyeing has in 
creased the price of Us DMT from Rs i9,(X)0 
per tonne to Rs 21,500 per tonne The ircL 
has increased its price from Rs 19,000 to 
Rs 21,000 per tonne Bongaigaon Refinenes 
has raised its price to Rs 22,000 per tonne 
Naturally, the PSF/PFY producers will raise 
their pnees As it is, they have been operating 
in a cartel like fashion and jacking up their 
prices at every available opportunity 

The government would do well to examine 
all aspects relating to the economic effi 
ciency of PTA and DMT and draw up a 
long term policy instead of plumping for ad 
hot measures 
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LblTFRS TO FDITOR 


Simone de Beauvoir 


I \\\SsuipnMd inii ills i|ipiiini<.il that the 
{a-oiioiuk uiul f'liluiuil litfA/i priiitid in 
ohiiiiiis III SinioiK ds Biiiiivini in sush 
pnoi list. IS WI ( ikiilM Oiaiv (\pril 
26 ) ll Is IIrIs II ll I sOIIKldclKl tllrit ihi 
stibii I ol Ills ohitiMis was i viDiDaii I hdl 
sin M.is I 111 i|iii wiiui Is 1 sdursc of soint 
disiiniiloi 1 to \M uho pt irs Ins vshok 
SMiiL up III pioviiii* th.it .1 isdinan Riiiains 
a wdiii in ll bididi'is ills and ihcrsknt' 
iiiisIksliialK iiikiior snaluii. alllidtipli lit 
Inks I'is idiii im Id sa\ this in sn mans 
Holds 

AM iisss iht spitioii' intihod ol piisinp 
a siiiiij! dl ilicloiii ll i|iKsiidiis I i> “So 
Hlial ol ll siipposi. It IS tkid Ihil Siriions 
ds Ikausoii Has in silio ol lean Paul 
Siilie ’ and ol eotiliadislirip in one 
pjiapiiph nliai lu has |usi asseitcd in an 
lailai paia),iaph I oi instaiu.i, hs first 
aigius III ll Sartres ‘dominanie Has due 
Id Ins superuM mil Iksi hIuiIi ‘had link to 
do Hiih Ills 111 done s of his sss ihsieloic 
(Is Ikiuidiis Ilfs pioses nothin).’ atioiii 
HoiiKii's distills siiist a Hsiman hiII not 
aiss iss plav Ills siihsliisd rok in siish a isla 
Iiuiiship Hs tlisn goss on lo sontradist 
hiiussll ind lo stats th it hiolops is in fast 
tils saiiss sd Hoinsii s siihoidin iiion and, 
uuplisitls llial s/i« hin an mUnut inU’llei.! 
h/iis/; is u hiohniiiil niMti ihsrs is no 
sssaiis fioin till tsianin ol this spesilisits 
hIiiIs sash oilut skinsnt ol s\|iloitaiion san 
bs taskkd dll tils pi ins ol hiiniaii sndsasoiii, 
this one s iiinoi hi iiuuiriiiiii’ lantiunis 
.ipainsi Natuis ais lot the present non 
produslivs indulgeinsnis 

ANi nicitls iisss ihs ocsasion ol de 
Beaiisoir’s dtath 'o bolster up this unsup 
poitsd hslii I of his that svomen s oppressissn 
IS based on then phssisal attributes and is 
Ihsrelors bisisalls unshangtahle ll is not 
leallv loi Saiiis-’s siipsiiorilv to de Beauvoir 
(ilssll dubious) that hs is arguing, it is foi 
his snsn and iveis man s supsriorilv loeverv 
Homan uisUiding a Homan of the sdlibie 
olds Beausoti riieohiiuais bssoinss in his 
hands a Hsapoii to assett this superioritv 
HoH It pkasis and Hallers him tsi dub de 
Beaiisoii s sviiimss 'llulteis and expsistula 
lions to dub the relalKinship a man Hife" 
(not be It noted husband nile) one, and lo 
dsslais her a /losi /at to Sati “ fhess past six 
stais Here itisksant she might as nell not 
base bstn ’ He basts this last statement on 
his tastualls msortcst asseition that she had 
dons no HoitliHlulc nriting in these last six 
ssjis Bs his logis, the maioiity of human 
kind “might as hcII not have been” 

What IS appalling about the obiiuarv is 
not Ills holloHiisss sil AM's kigis (stating 
that “diassing ensouugeineni from one’s 
sompanioii is sompromising oneself” did 
Sariis diass nsi eiisouragenicnt from de 
Bsausoii ’), his less than siipeifisial under 
standing ol ‘ I hs Sesond Sex" (badls sunini 
sd up 111 paia 2 and sompIsMcIv ignoring her 
emphasis sin sosio esononi's sausality and 
soiiditioiiing), or his lask of anv sense ol 
hisiors but that it should be po&xible for 
ansonc openlv to express such sontempt for 
ans gioup ol human beings and to classify 


'lisiii as siibsirdinats on the grounds of 
hioliigs One Hondsrs Hheiliei / PH nould 
hast printed in obituatv of foi example, a 
Htll knoHii harijan (oi black or Muslim) 
ssriisr somparing hint to a bettti knoHii 
easts Hindu tiisnd and sompanion of his, 
and deslaimg thii he Hsiuld be “a tootnoic” 
in histois to ihe falter (histors p'esumablv 
dens me its judgment from ihai of the 
obituatv Hritti) and that this nsni to prove 
that all harijaiis hsic bisilogisallv inferisir 
lo all savtc Hindus a condition that could 
onlv altci if and nhen ssiensc toimd a nay 
to alisi biology Such an aigninent nould 
appeal laughable to the sensible riadei 
ukJjs 1 he Iasi that AM's argument san still 
bs taken ssiiously enough to be printed 
shoHs hoH impsirtarn and iiessssarv the 
iliuggic IS III Hhish de Bsauvoii plaved a not 
unimpuMaiii part 

Ri I It V \M r\ 

t o cdiloi 
Manu\hi 
Nsh Delhi 

n 

\M's soliimn'( tkutiaDiarv in voui issue 
ol April lb mads rather curious reading 
One started by Honderiiig nhat Sartre and 
de Beauvoir had to do with C akiitta As one 
read turther, perplexity crept m Just why 
did AM, who set out ostensibly lo write an 
obituatv on de Beauvoir, suddenly launch 
into a tirade against feminism —and that I(k> 
m I inaga/ine which also carried a com 
pichensive section on women’s studies'’ On 
second thoughts, this seems to be just the 
point ol the whole exercise By devaluing de 
Beauvoir, AM is also devaluing her work, 
her philosophy, her feminism 

How does he do it*’ first, through the 
clever play of words “Without Sartre hci 
being was threatened with nothingness”, an 
occasional rapier like verbal thrust “her 
philosophy was derivative, her flutters and 
expostulations were pre determined by 
Sartre’s thoughts and writings” 

In the first para itself the writer had pro¬ 
nounced her dead even befsire her actual 
physical death She died he says, on the day 
Sartre died, six years ago Since AM is no 
romantic, one looks for a telling observation 
to back this profundity And it comes 
According to AM she was dead all these six 
vears because she didn’t produce a book, 
except foi “Adieux —A Farewell to Sartre”, 
which was anyway only an account of the 
decav and death of the brilliant Sartre If 
producing books is the only criterion for 
“lising”, many a writer should be pronounc¬ 
ed dead by the same token 

True “Adieux" is perhaps Simone de 
Beauvoir’s weakest work But this “grisly” 
account in which she painfully records 
Sartre's growing physical deterioration, is 
aisp a testimony to her unique insights into 
th« state of old age 

There are two areas of study which de 
Beausoir, and de Beauvoir alone, con¬ 
tributed greatly and immeasurably to One 
was, as IS acknowledged by AM, feminism 
The other was a deep and committed inquiry 


into old age- to her. old age exposed the 
f.iilure of our entire civilisation Her path- 
breaking “The Second Sex”, which came out 
m 1949. enjoyed as wide a readership as any 
ol Sartre’s wotk-22,(XX) copies of this 
volume were sold within a single week of us 
publication It has since been translated into 
20 languages The reach of this inquiry into 
whv women regarded themselves as “the 
other” in a world defined by men was so 
profound that it was making its presence felt 
well intti the turbulent 60s and 70s These 
were the vears when the women’s movement 
changed human perception, our veiy ways 
of seeing 

Yet, going bs AM’s observations, nothing 
seems to have changed, because to him 
“mounting tantrums against nature are for 
the present non productisc mdulgemcnts” 

I ittlc wonder then that he concludes his 
‘Cakutid Diar>’ with the words, “In the 
placement of histoiy, Simone de Beausoir 
will at most, be a footnote to Jean Paul 
Sartre” 

It’s really people like AM who have reduc 
ed human hisiorj to a histors ol male 
achievement, with women pei forming the 
lolc of l(xiinotes- or, shall we sas, IcKvt rests'* 
PAMII 'S PHII Il’OSt 

Bombay 


Small Industry and Modvat 

YOUR comment on small industry and 
Modvat (April 19) did not touch upon the 
lollowing aspects 

lo me It appears that the primary inten 
tion of the policy makers was to allow the 
Modvat benefit on inputs of SSI units 
without restricting it to the toUl amount of 
actual concessional duty charged on the out¬ 
put, but by deeming the output to have suf 
fered the full applicable rate of duty 
However, it appears, while giving effect to 
the aforesaiii laudable principle, some 
misunderstanding had crept m somewhere 
with the result that the benefit of higher 
deemed rate has now been passed on to the 
pareni/mother unit as a windfall It is clear 
this IS an unintended benefit and to expect 
the mother or parent unit to forego this 
benefit is too much, particularly as this 
would result in serious audit criticism for 
failure to avail of the benefit extended by the 
government Hence, in my view, the law 
needs an amendment before any undue 
damage is caused to the public exchequer 

Further, the logic behind levy of duty 
based on turnover limits goes against the 
very principle of Modvat For an effective 
understanding, taking an exaggerated case 
of one SSI unit doing a simple operation of 
drilling of holes in gold plates as against steel 
plates by another, would make it appear that 
the former is having a larger turnover of 
business attracting a higher rate of duty as 
compared to the latter In my view, therefore^ 
for arriving at the real ‘value added’ princi¬ 
ple, at least the material input cost has to 
be deducted from the sales turnover to 
remove the present anomalous situation 

T R CHANORASEKARAN 

Madras 
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CAPITAL VIEW 


What Are the Politicians Up To? 


Roniesh 

DON r idik of ideoloric!) or program ms 
of productivity or povertv of lommitnients 
to the people Focus vour attention on the 
vote banks Then vou will understand what 
IS really tearing us apart -the politicians us 
ing every stratagem to consolidate support 
at the lowest, unthinking level 1 cannot even 
say forgive them lor they know not what 
thiv do Ihey know, and how 

the ruling Congress Party the oldest of 
the political formations, should set an 
example But the opposite is true W hether 
It IS on Muslim personal law as it applies to 
women or on the theme of Ram Janina 
Bhoomi at Ayodhva the worst possible 
example has been set Apparently contradic 
tory they arc pait of a package to con 
sohdate community voting and, later to 
arrange compacts between them These 
scenarios accept the theorising of fundamen 
talists on all sides 

Punjab only throws up a more vivid 
example I he Hindus and Sikhs arc badlv 
polarised No effort is made to bridge the 
gulf even though all parties are determin 
ed to support the Akali government of 
Barnala 1 he notion that Punjab is not all 
Sikh IS hardly in the consciousness of a 
thoughtful man like Barnala It is enough 
to rally national opinion behind the Akali 
Dal on the plea that it is battling against 
Sikh terrorists preaching sedition and kill 
ing indiscriminately 

1 he t let ol the matter is that all this 
munibo jumbo about the Golden Temple is 
merely a screen tor an opportunist faction 
fight among the Akalis Does an experienced 
man like Badal who has ruled in Punjab 
reallv believe that any government worth its 
name can remain inactive when sedition is 
openly proclaimed’ Of course not But com 
munal attitudes in the Sikh community per 
mit him to get away with his false rhetoric I 
do not have to speak of Tohra and Talwandi 

If Rajiv Gandhi can play communal vote 
banks why not Badal oi tor that matter, 
the so called Janata leader Shahabuddin, an 
incendiary if ever there was one He is ac 
tive at the moment building himself up as 
the ‘liberator’ of masjids all over the coun 
try Chandra Shekhar, no communalist, 
allows Shahabuddin the respectability he 
would lose as a communalist This is the 
shame of it all The amorality of politicians, 
their desire to preserve or capture vote banks 
at any cost, has damaged a rational seculari 
ty upon which alone our society can survive 

Already, within large sections of reac¬ 
tionary Mullah controlled Muslims the 
whispered conversation is that if the rebel 
youth of a community of IS millions (the 
Sikhs) can extract concessions from the 


rhapar 

mights Ciovcinmint of India what about 
ihs 100 millions ('he Muslims) denied pro 
per recognition anil status 1 hese proddings 
seek to develop some sort of insurgency 
Masjid mandu cc lisions feed these passions 

We are fast teaching a point where the 
Hindu revivalists playing on the ‘threats’ of 
the minorities, are beginning to develop a 
wider rapport with their community which 
had until now stood by the secular protesta 
tions of the major national parties These 
tormations are feeling the ‘garani hawa’ of 
communal angers Instead of boldly con 
fronting these stirrings, they are retreating 
into silence Indeed apart from a few pro 
inintnt voiies the silence is continental 

Our newspapers are failing their readcis 
by not highlighting the inflammatory 
speech making of those who exploit the 
divisive potential of democracy We have 
recently witnessed attempts to silence at 
public meetings anyone who has opposed the 
drdt *0 communal loyalties Public meetings 
apart, leading poets and writers have been 
pilloried by gangs of hired hoodlums Only 
public consciousness about the dangers 
inherent m these kinds of activity will spark 
a healthy counter attack Temples, masjids 
and gurudwaras are not going to solve the 
problems of the people Agitations around 
them and the religions they exploit are 
explosive diversions whieh have to be 
countered 

The Hinduistic notions of massive asscr 
tivcncss, born out of centuries of oppression 
against the castcless, will not work against 
the Sikh or Muslim Already, it is failing 
The resort to the divide and rule tactic only 
keeps feeding communalism in so many dif 
ferent ways It is the duty of the majority 
to return the country to a sane assessment 
of Its political economic and social institu 
tions which cut across tribe, caste and 
community 

Communalism is a dangerous disruption 
for everyone Whatever the chatter about the 
Hindu ‘psyche the victory processions 
around a hastily organised court judgment 
over the masjid temple issue at Avodhya, is 
damaging o the state in which the Hindus 
enjoy a huge majority The agitations 
around the Shariat by the ma<e Muslim 
population will recoil on them as the com 
munity begins to read its laws for the fust 
time and compares them to the rights 
enshrined m the Constitution As for the 
Sikhs, organised under the Akali Party and 
committed to Panthic unity (whatever 
nonsense that might mean in today’s world), 
they must wonder about the future when 
almost every Akali ML A wants to be 
another minister' Have these worthies to be 
reminded that there are Hindus in Punjab, 


4k per cent of the population, and that they 
are being encouraged to do unto the Sikhs 
what IS being done unto them’ 

What arc the politicians, and their 
apologists doing to us’’ Admittedly, until 
now wt have nevei seen the central power 
playing the divisive vote banks so brazenly 
It IS a demoralising spectacle. Wherever poh 
tical leadership has refused to countenance 
the communal mobster as in Bengal, it has 
restored order lapidlv Some lessons will 
have to be imbibed by o'hers similarly 
placed particulaily in the backward 
heartlands of Uttar Piadcsh Bihar and 
Madhya Pradesh 

In these parts of the sub continent, there 
are widespread rumblings which are likely 
to build to confrontations now that the 
general assessment is that ‘Rajiv bhaya’ is 
prepared to bend under pressure, even 
indulge in all manner of pussy footing to 
retain what he stupidly imagines to be his 
benign image In the area of communality 
there is no political management by the rul¬ 
ing coterie only suriender 

Not so long ago, we possessed the capabi¬ 
lity to handle these situations I recall the 
days when the Ikmils were being inveigled 
into secessionist postures As a colleague 
remarked, we now have both the leaders of 
the AIADMK and DMK competing in their 
espousal of national interests The state runs 
a capable administration despite many aber 
rations 1 hen again, there is the the example 
of the tribal insuigency in the North bast 
which was blunted by a reorganisation of the 
territory into new states pf the Union Struc¬ 
tural thinking will have to be revived it we 
are not to huit ourselves 

The pohtical atmosphere is now so vitiated 
that hopes are dwindling about the politi 
Clans 1 hey will not correct themselves on 
the exploitation of narrow, explosive vote 
banks I here is big money in this game of 
disruption and money too tor the lumpen 
elements who are the stormtroopers of the 
politicians The funds for political tamashas, 
for all manner of concocted activity, appear 
to be inexhaustible Smuggler Bnance’’ 
Matia money’’ The spin off of the drug 
trade’’ Or plain skull duggery in our persis¬ 
tent permit license raj’’ When will the Raja 
in the Finance Ministry turn his attention 
to these verdant pastures’’ 

Mr Clean certainly sits over the muckiest 
phase in India’s historv without any visible 
signs of upset Does he realise that around 
him the panic is growing- and within 
cynical players like IVipathiji, Pranabji, 
Solankiji, Gundu Raoji Jagannathji, and 
Shuklaji, and around the aged and ex¬ 
hausted (busy advancing their usefulness) 
the L K Jhas, the F N Kauls, the B K Nehrus, 
the G Parthasaiathys, even the Karan Singhs, 
the Siddhartha Shankar Kavs and the Dtnesh 
Singhs’* I sincerelv hop,. I docs 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970 71 - 100) 

Weights 

Week 

last 

Last 

March 

In 

In 

In 

In 



(3 5 86) 

Month 

Year 

29 1986 

85 86 

84 83 

83 84 

82 83 

AH Commodities 

1000 

363 3 

1 I 

3 0 

1 2 

5 7 

7 1 

9 5 

26 

Primary Articles 

417 

335 3 

2 1 

2 8 

1 9 

2 4 

4 8 

11 0 

3 6 

Food Articles 

298 

326 3 

24 

76 

2 3 

7 3 

64 

13 3 

62 

Non food Articles 

106 

279 2 

I 7 

94 

1 6 

10 5 

2 3 

13 1 

1 7 

Fuel, Power, Light and Lubricants 

8S 

610 3 

02 

7 8 

02 

8 9 

26 

76 

7 5 

Manufactured Products 

499 

313 0 

08 

1 8 

1 0 

3 3 

60 

8 7 

06 






Variation (Per Cent) 



Cost of Livina Index 


Latest 

Over 

Over 

Over 





Base 

Month 

last 

I ast 

March 

111 

In 

In 

In 




Month 

Year 

1983 

84 85 

83 84 

82 83 

81 82 

For Industrial Workers 1960 - 

■ 100 

63K' 

08 

8 9 

8 9 

64 

12 6 

7 8 

12 3 

For Urban Non Manual bmployees 1960 - 

- 100 

579 

03 

8 0 

72 

8 1 

10 3 

80 

II 9 

For Agricultural Laboureis July 60 to 

536’ 

07 

7 3 

7 3 

0 2 

11 4 

3 2 

12 4 

lune 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Bankinft 


I atest 

Over 

Over 

Over 






Unit 

Week 

1 ast 

1 ast 

March 

In 

In 

In 

In 



(25 4 86) 

Month 

Vcai 

28 1986 

85 86 

84 83 

83 84 

82 83 

Money Supply (M,) 

Rs C rore 

1 19 353 

2 103 

16 364 

2 114 

15 192 

16 038 

13 031 

10 IIS 




(1 8) 

(15 9) 

(1 8) 

(14 9) 

(18 7) 

(17 9) 

(16 I) 

Net Bank Credit to Government Sectoi 

Rs Crore 

60 6(» 

2 081 

9 440 

2 090 

9 579 

8 443 

5 737 

4 748 

Bank Credit to Commercial Sector 

Rs Ciore 

81 243 

338 

'0 931 

1 127 

9 743 

10 809 

8 830 

8 247 

Net Foreign Exchange Assets ol Banking Sector 

Rs Croie 

3 724 

426 

601 

426 

299 

1 419 

104 

977 

Deposit of Scheduled Commercidl Banks 

Rs C rore 

85 827 

1,108 

13 156 

1 108 

12 473 

11 319 

8 330 

’ 299 




(1 3) 

(18 1) 

(1 3) 

(17 3) 

(19 0) 

(16 4) 

(16 6) 

Foreign Exchange Assets* ** " 

Rs Crore 

7 413 

399 

328 

399 

51 

1 319 

1 233 

911 







(0 8) 

(24 0) 

(28 9) 

(27 2) 

Index Numbers of Industrial 

Weights 

1 atest 

Average ol 






Produrtion 


Month 

Months* 


Variation (Pei C ent) 


(1970 100) 















In 

In 

In 

In 

In 




1985 

1984 

1985 

1984 

1983 

1982 

1981 

General Index 

•00 00 

223 O' 

205 3 

192 6 

66 

7 2 

4 3 

4 5 

9 3 

^sic Industries 

32 28 

277 5' 

253 9 

239 4 

6 1 

11 5 

3 3 

8 0 

14 3 

Capital Goods Industries 

H 25 

228 8'’ 

220 9 

210 3 

4 9 

12 0 

4 3 

09 

8 1 

Intermediate Cioods Industries 

20 95 

193 7'^ 

180 3 

162 5 

II 0 

1 4 

7 9 

1 9 

3 7 

Consumer Goods Industries 

31 32 

181 3' 

163 5 

139 3 

2 6 

2 0 

04 

3 8 

8 2 

Durable Goods 

3 41 

240 4' 

238 4 

199 6 

19 4 

18 6 

0 I 

3 6 

0 1 

Non Durable Cioods 

28 II 

173 1' 

152 9 

153 8 

0 6 

0 6 

0 5 

6 3 

9 3 

Forelftn Tradr- 

Unit 

I atest 

Cumulative foi* 








Month 










(Nov 85) 

1985 86 

1984 85 

1984 83 

1983 84 

1982 83 

1981 82 

1980 81 

Exports 

Rs Crore 

800 

6,819 

7 461 

11 3% 

9 872 

8 908 

7 803 

6711 






(15 4) 

(10 8) 

(14 2) 

(16 3) 

( 3 9) 

Imports 

Rs Crore 

1 541 

12,289 

10 799 

16 592 

15 763 

14 356 

13 671 

12 324 






(5 3) 

(9 8) 

(3 0) 

(9 2) 

(40 6) 

Balances of I rade 

Rs C rore 

741 

3,470 

3 338 

5 196 

5 891 

3 448 

5 868 

3 813 

Employment Exchange Statistics 

Unit 

L atest 

Cumulative for* 








iviontn 
(Jan 86) 

1986 

1983 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on 1 ivc Registers 

Thousand 

26 538 

26,338 

23 591 

26 270 

23 347 

21 934 

18 646 

16 584 

(as at end of period) 





(11 6) 

(7 3) 

(17 7) 

(12 4) 

(8 3) 

Number of Registrations 

Fhoiisand 

320 

320 

380 

5 766 

6 220 

6 655 

5 862 

6,277 






( 7 3) 

( 6 5) 

(13 5) 

( 6 6) 

(2 0) 

Number ol Vacancies Notified 

Thousand 

30 

50 

63 

657 

707 

827 

820 

895 






( 7 1) 

( 15 3) 

(0 9) 

( 8-4) 

(6 6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

505 






( 8 4) 

( 16 3) 

(2 5) 

( 6 1) 

(5 2) 

Income 

Unit 

1984 83 

1983 84 

1982 83 

1981 82 

1980 81 

1979 80 

1978 79 

1977 78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,563 

1 30 583 

1 14,021 

95 474 

87 326 

80 898 

Gross Domestic Product (1970 71 Prices) 

Rs croie 

61 473 

59,319 

35 032 

33.168 

50,736 

47 138 

49 633 

46 917 

Per Capita Income (1970 71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


• For lurrent year upio latest month for whiv.h data are asaitabic and for corresponding period of last vear 

** Excluding gold and SDRs 
-I- Upto latest month lot which data are available 
s- S' PtoMsional data 

Notes (I) Superscript numeral denotes month to which figure relates e g. superscript' indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage variation over previous period 
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SCAN the national income statistics for 
recent years, how one feature stands out The 
rate of growth in the so-called services 
sector—and this includes construction—is 
much higher than that in either agriculture 
or industry This fact may, in the first Hush, 
puzzle you. It should not though Where in¬ 
come IS as unevenly distributed as it is in our 
country, the few at the top who come to 
acquire huge wealth will spend a fair pro 
portion of such wealth on enjoying life and 
therefore acquiring services Construction 
activity too will enjoy a boom It will be con¬ 
struction of a particular type, known in the 
trade as luxury construction palatial edifices 
for the very, very rich, high-rise apartment 
buildings, ultra-modern cinema houses and 
theatres, private otfice complexes, con¬ 
struction of a similar genre in the public 
domain inspired by the urge to keep up with 
the private Joneses 

But you need land, urban land, to proi^ide 
for this kind of construction Demographic 
factors, and migration from the countryside 
impelled by the clamour for jobs, have over 
C'owded the cities and rendered urban land 
scarce. The demand of the extremely wealthy 
for sites to build upon makes such land even 
scarcer Inflation—the depreciation in the 
value of money -contributes its own mite 
Prices have risen five to six hundred per cent 
in the last twenty odd years, and have had 
a di7/y effect on land values Along with 
gold, real estate is one thing you can escape 
to when money depreciates Add these 
factors together, land in metropolitan cities 
IS worth Its weight in gold, or perhaps even 
more. The poorer classes are therefore con 
tinuously under pressure Real estate moves 
up, rentals move up, and the poorer classes 
are forced to move out, enjoyment of the city 
lights IS an unaffordable luxury for them 
It IS nonetheless the great call of the bread¬ 
basket, they have to come to work in the 
metropolitan cities, so they travel in the 
mormng, by suburban trains and buses, 
from twentyfive, thirty, forty, fifty kilo¬ 
metres away, ui the evening, they again travel 
these twentyfive, thirty, forty, fifty kilo¬ 
metres to reach the hovels they have en¬ 
sconced themselves and their families in in 
outlying semi-urban concatenations Were a 
little survey organised every five years or 
thereabouts, it would reveal one facet of hard 
reality the physical distance between the 
centre and the periphery which serves the 
centre increases over time As the message 
of high urban real estate spreads and ever 
spreads in concentric circles, the poorer 
classes are pushed further and further out. 
They have to travel, each morning, to the 
heart of the metropohtan centre, they service 
the centre, which will collapse without them 
But the laws of economics being what they 
are, tl^ have to travel longer and longer 


distances with each >,.ar, and as suburban 
bus and tram fares rise without any compen 
sation to their pay packets, their real income 
keeps dropping further and further 

But difficulties ensiu You want your maid 
servant to report ai mx in the morning ai 
your high rise apartment You want fresh 
milk and bread and fi uits at the breakfast 
table You want yout diiver to turn up at not 
later than seven thuty You find it convenient 
to have a fishmongei oi an itinerant laundry 
man come round to your apartment during 
the morning hours I mpteen other facilities 
you have come to associate with comfortable 
urban living are contingent upon the poorer 
classes being available on tap, to wait upon 
you, morning and evening A technical hitch 
arises If they have to travel twentyfive, 
thirty, forty, fifty kilometres in the morn-ng 
to reach their place ot work and traverse the 
same distance in the evening to teach their 
night’s sheltci, the lime factor begins to loom 
lc.rge and the services tend to deteriorate, 
affecting the quality of high living This 
issue even Plato w,is unable to untangle 
Lven IP his schemata the servicing classes, 
important but infenoi, were physically 
located on the periphery, the quality of life 
in the planned Republic did lose some ot its 
lustre as a result 

Consider also a moie specific problem In 
this society of the rich, by the iich and for 
the rich, with the boom in luxury con 
struction, high rise buildings must come up 
at a fast pace, real estate is gold, or even 
more than gold, therefore build, build, build 
But, in order to build vou need construction 
workers, thousands and thousands of them, 
some skilled, the vast majority unskilled, 
who have to be perhaps imported from the 
countryside While construction is on, they 
have to be on site, you cannot transport them 
twentyfive, thirty, forty, fifty kilometres or 
more every morning and transport them 
back the same distance every evening More 
over, sometimes construction work has to go 
on throughout the night, real estate is gold, 
or even more than gold, you cannot afford 
to waste time, you must build in great hurry 

So the construction workers have to be 
somewhere in the proximity of the metro 
politan centre The maids too have to be, 
along with the drivers, the fishmongers, the 
newspaper hawkers, other trades people 
These days such people cannot afford to 
move in even into a proper jhonparpatiy So 
they squat, they squat wherever they find an 
empty space They set up precarious little 
sheds with whatever material they can lay 
their hands upon, skimpy shelters for 
themselves and the.r families, there is no 
water and no sanitation, there is no light 
These people are however great improvisers 
They are the ones who build these huge high- 
rise complexes, they are the ones who pro 


vide the basic sei vices which ensure the 
smooth flow ot life in the iich sophisticated 
households, thc*> know their wav about tht^ 
know hc'w to organise, on /cio capital a 
modicum ot a system so that then hovels 
could come to life I he law materials are 
sand, mud .uid squalen, but ncvei mind, 
these art ingenious pcople,the> are creative 
people, ihcv weave an almost beautiful 
texture of pocirv even in that sqiialoi It is 
rough, humdrum ramshackle, threadbare. 
It IS still poctis oi a sort this composition 
of 'laphazardstructures thev set up, without 
waur, light and sanitation Any assertion of 
life is poetry, and these hovels irt no less 

But these aic iinautheniscd stiiictutes 
They are set up without anyone s have they 
have been sanctioned nciihei bv the govern 
ment nor by the municipal authority not bv 
the private people who possess the real estate 
rights ot the land on which thc>y arc set up 
lo the Occupant of the high rise apartments 
which the squatters have helped to build and 
which sonic ol them now service, these struc 
turcs aie an outrage, thev spoil thcir view 
ot the tranquil Aiab sea ui the lush stretch 
of the inaidan lo the city planner, they aie 
a Scandal, toi they interfcie vvith the im 
peccable landscaping he h ts so dotinglv 
mapped out in his drearns To the teal estate 
Iieople and the builditig coiitiactors thev are 
a nuisance and a menace thev hold up 
C'sciitial construction and hold up the 
piocess of accumulation of wealth lo the 
municipal authorilv these unaiithorised 
siiuctuics arc a major thre.it to ihe city's 
health 

This then IS the ciisis of suppiv side 
economics I ach inernbci ot the dramoti', 
penonae plays his or her assigned role bach 
one could not be more right Irom his or her 
own point ot view Since the system creates 
a demand tor luxury consumption, such 
construction has to take place It vou want 
to prevent your metropolitan city fioin 
turning into an urban nightmare vou must 
plan carefully its futuie giowth, vou must 
have proper rontng and landscaping, you 
must provide for roads and parks and empty 
spaces If you are a city planner, and have 
spent dedicated years in the job, vou would 
be hard put to put up with the affront of 
these hovels It you are a mercantile executive 
who, thiough your talent and hard toil, have 
Scaled to the di//y peak of a successful 
career and earned the right to enjoy the high 
spots of life, you would not like your wife 
and children to be distraught by the ungainly 
sight of the dishabille of families m ^ha^^ls 
and hovels leading a sub marginal existence 
right next door If you arc the municipal 
commissioner worried over the problems of 
sanitation and health, you would naturally 
like to destroy the scourge at its source, and 
there could be no question of providing 
water and sanitation to structures which are 
unauthorised If vqu arc the individual 
possessing papers to show that you own the 
plot of land the squatters have occupied, ol 
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course you hjse esery reason to lage what 
IS the meaning of law and oidir it vou art 
denied iht posstsMon of land you legally 
own and hist to watch helplessly while 
decrepit spct.iiiKiisol humanity octups it b\ 
force' 

The government as the custodian ol law 
and enforcer of Older, feels eonseiciice 
bound to inlet vene and remove the squat 
ters The bulldozers arrive on the seene the 
representatives ol law and older make their 
presence felt, the chawh come down 
families are literally thrown out on the road, 
they have not the faintest idea where they 
are going to spend the night And vet there 
can be no iniei ruption of the cycle of birth, 
copulation and death, nature will assert 
Itself, mavbe nature too has its supply side 
economics fliat apart, if the poorer classes 
are not around all construction work will 
stop, severely damaging the real estate boom 
If they are not around, there will be no maids 
in the apaitments, no trades people will 
come round, no drivers will be available to 
drive the master to work The ihythm ol 
high life will be jolted, the crisis of 
metropolitan existence a sub species of 
emerging capitalism will stare as much the 
uiban planner as the teal estate speculatoi 
in the face 

Perhaps once high technology ensures 
one hundred per cent automated existence, 
including one hundred per cent automated 
construction, the poorer classes can be 
dispensed with blessed would be in that 
dawn to be alive But meanwhile notwith 
standing the supply side economics, or 
perhaps because of it the poorer classes 
cannot be edited out of the picture I hey will 
make their presence felt, they will scream lor 
their right to exist, they will demand shelter 
they will refuse to move out of the im 
provised structures, without light and water 
and sanitation, they have built for them 
selves, they will, with a ferocious jab of their 
little finger, point at the irony of the fact 
that, while they have, by the sheer dint ol 
their labour, built these luxury housing com 
plexes, they themselves arc to be without 
shelter and thrown into the street They will 
demand sympathy, and receive some They 
will learn to organise themselves, and they 
will resist, obstinately, attempts to demolish 
their chawh even while no alternative 
accommodation is being offered to them 
And sooner or later, this being a socialist 
republic where adult suffrage is enshrined 
in the C onstitution, squatters, either on their 
own or through some external stimulus will 
come to the awakening that they too could, 
with the exercise of some cunning and some 
finesse, flex one or two acquired muscles 
None need be surprised if a tew racketeers 
too crowd into the scene, real estate specu 
lators as far as real pedigree goes, but in the 
clothing of protectors of civil rights 

A chiaroscuro of confusion and conflicts, 
the acceptable and not so'acceptable coun 


icnapces ol this curious republic thus 
grimace at each other fht dialectics ol what 
IS acceptable ind what is non awcptablc 
which connotes what render the an hcavs 
It IS a hit like lockes rude state ol socieiv 
some have the v'lieer ol civilisation othcis 
cannot afford even the veneer the issue is 
survival on ones own 'etms I he nuances 
of this tense iiglv tender mama is sensitively 
captured in Anand Patwaidhans shoit 
beautiful film Hamara Shahn vebieh is i 
document irv md vet not i doeumentarv 
which reveals the apparently insoluble con 
tradictinns of the absurd soeicts wc have 


/)>\lt/f//f /'A/f 17/ 

7 fMfTf /) bet 111 in IM'"' bv tikint iwei i 
Mek unit tiiiiaicd on the out kiitv ol Kajkot 
III the \ji Industiial I St itc Ihcplmt whieh 
comprised I one ton drop loigiiie himmcr 
and dtilling ind lithe madiires was over 
hauled and liter putting up balancing 
equipment commcicial pioduction was 
stalled III luh 1978 I he lust compoiitnl 
developed bv the eompinv vv is ( oniieeting 
Rod tor 1 istei md kirlevsk ii Peter type 
dicscl engines I he company was soon able 
to establish itscll 111 the ditsci engine market 
in Kajkot But while the eoinpaiiv had access 
to forging lechnoiogv capability to pioduce 
whit the ciistoinct wanted and sulliciciK 
oidcis Itom the Kijkot diesel engine market 
It I ickcd linaiKc nil the Puniab and Sind 
Bank sanetioiud a loan in Novcmbci 1978 
\ Masses m ike Hammer ol one ton was 
installed in \ugust 1979 which helped the 
eompinv to tike belter jobs loi two 
wheelers autoinativc and ttador mainifac 
lurers I he company developed ecriam eom 
poncnls lor Automobiles Products ot Indus 
I ambictta seootci 

foigings were then m shortage and, 
know mg the company s capabilities Vlahin 
dia and Mahindra's Intern iiionai Tractor 
Division appioached it for development ot 
ciitieal components and pi iced orders lot 
tid and 4th Speed Driving Gear and low 
Speed Shifter Tork The Low Speed Shifter 
(oik was a ciitical and challenging compo 
nent and the company succeeded in making 
rceulai and timelv supplies which letched 
I he companv more orders tor development 
of luithcr critical components like High 
Speed Shittei lork. Connecting Rod and 
C ap has mg close weight tolerance, I ift Arm, 
I lit Rod lork etc A two ton Massey make 
Hammei was installed in September 1980 
which made possible the manufacture ot 
forgings Weighing upto 12 kgs single piece 
and various forging components for the 
tractor Division of Mahindra and Mahmdra 


been striving to build in India A doubt 
however persists Is not the forthrightness 
of even this film self defeating’ By being so 
objective and convincing the film despite 
Itself acquires a glamout ol its own So 
there IS a danger that society will claim it 
In the room women will come and go. 
Hiking of Xiiand Patwardhan and pass on 
to the next item ot gossip The him will live 
and prosper the problem it deals with will 
continue to receive the standaid short shrift 
Uniil someone even more stairs cved than 
Patwaidhan, conics tlonit and makes 
another short film 


Wile dcvcl ped Bv end c)l 1980 llic com 
piiiv s peiloimaiKc in icspcc ol qualilv ind 
iiiiiciv supplies helped It to cntei the icep 
Division ol M ihindi I tnd Vlahnidi i It 
dcvclopid SInItet link ivciy ciiticalcom 
poiunl loilbi Icep Division 1 he succcsslul 
dcvilopmciit md supplies ol tins component 
led I I funlici oidiis foi Diffcicntial C town 
Wheel md Pinion I oiiiiccting Rod Ind 
^okc King Pm Bill Nokc etc In 1982 il was 
decided lo instal leeo more Misses make 
liiinineis 111 1982 ind In 198f with list 
hiiniiKis (he comp my undertook develop 
nici I md supplies of ill loiging components 
111 M ilimdi I iiid Mahindia except Axle ind 
( I iiiksli ill toi which a h immci ot sis ton 
ip uilv Is needed 

Bv iIkii ihe eomp inv w is the maior sup 
ptici ot Conneetmg Rods to the dicscl engine 
industiy and decided to develop and supply 
Kiiloskar l\ttr ^HP Ciauksh ills Todav the 
companv monopolises the market with 
almost 7S per cent of supplies ol C rank 
shalts throughout the country Bs 1983 Ihe 
company's range ot customers multipled and 
It statted catering to the needs ot TEl CO, 
Bajaj Kmetie Engineering Kirloskar Group, 
Defence etc Thanks to its has mg a balanced 
pioduction tot a number of industries like 
Iractor Automotive. Diesel Engine and 
allied engincciing industries the company 
never laced a recession With a view to 
harnessing the market tor heavier forging 
components, the company imported a 
Hungarian Tethnoimpcx 6 ton hammer 
towards the end ol 1983 On this hammer 
It first developed I isier type Crankshaft for 
which there was a good demand in Rajkot 
(which manutaetures 20,0(X) Diesel Engines 
of lister type every month) and Agra In 
1984 the company developed Differential 
Crown Wheel and Pinion and Transmission 
Gears tor Bharat Gears who supply their 
pioducts to original equipment manutac- 
turers like Ashok Leyland, TAFE, Mahindra 
and Mahindra, etc A Polish MPM Piston 
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Hammer of six ton capacity and two more 
two (on capacity Massey make Hammeis 
were installed by March 1985 Both six ton 
Hammers arc completely booked with orders 
from Bharat Otars lour cylinder Crankshaft 
for Mahindra, two cylinder C rankshafts tor 
Diesel Engine, Iractor and Farm Equipment 
Ashok leyland and Defence establishments 
I he installed capacity of the company today 
IS 18,000 metric tons per annum and capa 
city utilisation is running at 80 per cent f or 
TELCO’S their light commercial sehiclts the 
company has now developed more th in t2 
components all within a scar 
With an aveage production of 32 
M tons pei 'votkti per annum against 8 4 
M tons per worker per annum of national 
average production the company cnjo>s 
high credibility in the lorging industry The 
number one loige shop in the country 
averages a production of 21 6 M''tons pei 
worker per annum and the number two forge 
shop avciages 26 4 M/ton per worker per 
annum, against the company s 35 32 M/tons 
per worker pti innum The company s furnace 
oil and eleciricity consumption and salary 
and wages w hich an the major items of co t 
in the forging industry, works out to 4 5 per 
cent and 3 per icnt resjicctiyely against 1145 
per cent and 9 7 per cent in the number one 
foige shop The die lift m a forge shop for 
each component generally avciages 3 000 to 
6 000 pieces whticas in the company s cast 
the die life is 10 000 to 20000 and is the 
mam lactoi icsponsible foi th<* company s 
high pioductiviiy and low cost of production 
Ihe Company has an expansion pro 
gramme in hand and has decided to adopt 
the latest forging hammer by installing a 16 
ton Pneumatic Air Driven Drop Forge ham 
mer On this hammer the Company wiU be 
able to manufacture forgings weighing up 
to 200 kg like Differential Dead Axles tor 
Defence, Deep Cavity Bombshells, Axle 
Beams for heavy vehicles 1 his expansion is 
expected to be completed during this year 
Itself After this expansion the Company 
expects to achieve a turnover of Rs 25 crort 
in 1987, which will steeply increase to Rs 38 
crore gradually by 1990 The company has 
projected a capital outlay of Rs 12 crore in 
1986-87 To meet the cost of us expansion 
programme, the company is going public 
shortly It will make an issue of equity shares 
of Rs 5 crore, of which shares worth Rs 2 
crore will be allotted to the promoters, their 
friends and relatives, etc, and the balance of 
Rs 3 crore will be issued for public sub 
scription The Company will also issue 13 5 
per cent secured convertible debentures of 
Rs 160 each of a total value of Rs 4 crore 
as well as IS per cent secured non-convertible 
debentures linked with equity of the value 
Rs 3 crore 

The Company’s growth during the brief 
span of SIX years has been little short 
of phenomenal Turnover in 1985 was 
Rs 1833 27 lakh, a rise of 133 per cent over 
the 1983 level of Rs 787 04 lakh Gross profit 
rose from R« 9815 lakh in 1983 to Rs 315 07 


lakh, profit before lax from Rs 38 "’7 lakh 
to Rs 128 70 lakh and profit aftci lax from 
Rs 15 16 lakh to Ry 128 70 lakh I he ratio 
of pre lax profit to siks and other mcoiiu 
lose from 4 92 per cent in 1983 to 02 pei 
cent in 1985 Rcscr\is md surplus shot up 
liom Rs 33 65 lakh in WSt lo Rs 214 48 lakh 
in 1985 whereas gross iixed assets almost 
quadrupled from Rs 2sf>43 lakh lo Rs 1012 OS 
lakh over the same pei vid Tht piee of the 
company s growth has occn mainiaincd in 
the current seat 

BcMdts ihi thice pioiiiotcis MV C oLu in 
mechanical cngineei \ V Goktin electric il 
engineer and H M Siughani ehartcicd 
accountant the eonipim nas decided to 
broad base its Boaid ot Diiectors and has 
already taken on the board Kanu Doshi 
chartered accountant uid eoasultant M K V ij. 
tormer chan man and managing diicctoi of 
Oncmal Bank of Commerce A Bheigani 
solicitor and B N Reporter lormcr manag 
mg director ol ACC M V Ookain is chair 
man and managing diiiei r of the compans 
and H M Sanghani iiid \ V Gokarn w hole 
time diicctors 

ASSOC lAfED BLARING COMPANY)\a& 
fared so well during 1985, the 25th year ol 
Its career, that the board has recommended 
to reward the shareholders with a gift of 
shares on a two for five basis besides in 
crease ol two points to 22 per cent in the 
dividend The increase m dividend is by way 
of silver jubilee payment Sales have risen 
from previous year s Rs 45 04 crore to 
Rs 52 56 crore and, with margins widened, 
gross profit has expanded from Rs 8 45 crore 
to Rs 1148 crore. Although depreciation has 
claimed more and there is also a tax liability 
of Rs 57 lakh against ml. net profit has 
advanced from Rs 4 71 erore to Rs 6 14 eiort 
The proposed enhanced dividend is covered 
3 16 times by earnings as against 2 68 times 
previously 

The bearmg market leinained fairly buoyant 
and even m the replacement market demand 
was quite encouraging in spile of import of 
low priced bearings from East European 
countries and Japan The customs duty 
structure was revised in November last 
whereby in addition to the levy of duty on 
an ad valorem basis duty became payable 
onthe weight of bearings imported This has 
to some extent checked imports of bearings 
from these countries and has in turn in 
creased the demand for locally manutac 
tured bearings The directors say that the 
textile industry, which has been going 
through difficult times since 1983, showed 
only marginal signs of improvement and 
even the textile policy announced by the 
government did not sufficiently rejuvenate 
that industry 

The company produced 13 3 million bear 
mgs which was the highest output achieved 
so far and surpassed the previous year’s pro 
duction of 10 9 million bearings by 22 per 
cent Ibxtile component production was 


dtliberaielv planned at lower levels due to 
lack ot demand from that industry Produc 
non of these items was 53 ptj cent lower 
than that ot 1984 Similarly, bearing sties 
were up b> 22 per cent while textile sales 
dropped bv 32 pei cent 

SIMPl L \ Mil I S ( OMPAS > has greatly 
benelittd by y\y itching over lo ihc inaiiiifac 
ture ot high priced synthetic blended fabrics 
and completely discontinuing production of 
cotton fabrics in the wearable division of its 
Bombay mills 1 he 73 year old company has 
turned in pleasing results for 1985 Its gross 
profit soared from the previous year s Rs 63 
lakh to Rs 348 lakh following increase in 
sales from Rs 31 53 crore to Rs 41 14 crore 
These figures show a substantial widening 
of margins Net profit is Rs 249 lakh against 
Rs 63 lakh of the previous year Alter certain 
adjustments m respect ot prior years amoun 
ting to about Rs 169 lakh (including dcj'icct 
dtion tor 1983 and 1984 excise duty and 
income tax and interesi ihrcon etc' there 
IS a surplus of Rs 801 ikh 1 ills togcihci with 
the previous ye ii s surplus ol Rs 28 lakh has 
been cairiid loiwaid Dividend is being 
again skipped 

The paper maiiutactuimg unit at Gondia 
IS out of leething troubles and producing 
quality papers which have been yvell accepted 
in the market The diiectors say in their 
report that the new textile policy announced 
by the government in June 1985 has helped 
to generate a healthy trend in the industry 
By loyvering excise duty on man made fibres 
and yarn and by allowing treedom to choose 
the product mix the industry has been 
allowed to produce quality cloth and fulfil 
the needs of consumer 


In the C apital Market 


Dr Riddys l,abnrat<>rieh in existing 
dividend paying company is entering the 
capital market with a public issue of 7 50 
lakh equity shares of Rs 10 each linked to 
1 50 lakh 15 per cent secured redeemable 
non convcitiblc debentures ol Rs 100 each, 
both at par to fin met its expansion of 
capacity foi pioduting bulk diugs as well 
as to set up a formulations unit Ol this 
issue, 3 lakh shares and 60,000 debentures 
have been reserved for preferential allotment 
to non residents The subscription list opens 
on May 24 lot NRls and on June 5 for 
Indian public The company has made a 
significant breakthrough in developing 
technology for Methyl Dopa, a drug which 
has been chronitallv in shortage Nine 
months alter this pioiucring effort Dr Anji 
Reddy C hairman told newsmen in Bombay 
that shortages ot this drug aic a thing of the 
past and the company has generated sur 
pluses The company has also exported 
Rs 30 lakh worth of Methyl Dopa in the last 
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couple of months and exports are expected 
to touch Rs 2 crore during the current year. 
Stangen Pharmaceuticals, a division ot the 
company, isaJiead> marketing formulations 
in some parts of the country. These activities 
are being extended to other parts of the 
country. With the full utilisation of installed 
capacity, the turnover of the company is 
likely to be Rs 6 crore in 1986 and with the 
implementation of the diversification and 
expansion plans, this is expected to reach 
Rs 12 crore. The profitability is also expected 
to increase with the maximum utilisation of 
plant and machinery. 

Manager to the Issue: CIFCO. 

R P Hydro Oils Limited, an existing profit 
making company, will enter the capital 
market with a public issue of 6,10,000 equity 
shares of Rs 10 each fur cash at par. Of the 
issue of 6,10.000 equity shares of Rs 10 each, 
the company has reserved 2,50,000 shares of 
Rs 10 each for preferential allotment to non¬ 
resident Indians on repatriation basis. The 
list for non-resident Indians opened on May 
19 and lot Indian public opens on May 26 
The company was incorporated on July 25, 
1983 as a private limited company and was 
subsequently convened into a public limited 
company on January 15, 1986. It has alieady 
set up a plant to manufeture 8,000 MT per 
annum of refined oil at Jind, a notified 
backwaid area of Haryana. The commercial 
production commenced from February 1985. 
The company has also started production ot 
acid oil, another extremely profitable pro¬ 
duct, extensively used by soap manufac 
tiircis. Its turnover in the first year ending 
June 1985 (live months' working results) 
amounted to Rs 2.1 crore and Rs 2.51 crore 
during the first eight months working of the 
current year (July 1985 to February 1986). 
It has been promoted by R C Ooyal, a 
techncKrat entrepreneur. R P Uansal is chair¬ 
man of the company. As a part of its diversi¬ 
fication plan, the company is setting up a 
solvent extraction plant for the manufacture 
of vegetable nil with a processing capacity 
ol 45,(XK) MT per annum (150 MT per day) 
m terms of rice bian/minor seed/soya oil 
cake. The plant and machinery is under 
iiistallaiion. I he company expects to com¬ 
mence trial runs in July/August 1986. It is 
.ilso planning to set up an export-oriented 
Soyabean Extraction Plant with a capacity 
of 60,000 MT per annum The company 
expects a tui no' er of Rs 4 crore for the year 
ending June 1986 and Rs 8 crore and Rs 12 
crore for the years 1986-87 and 1987-88 
respectively. The company's equity shares 
will be listed on the Delhi, Bombay, and 
Calcutta stock exchanges. 

\enuR Cnmputeni rs offering to the public 
60 lakh equity shares of Rs 10 each at par, 
on May 26 to part finance the cost of setting 
up a computer centre, estimated to cost a 
ciore of rupees. The promoters are sub¬ 


scribing Rs 24 lakh to the equity capital. In 
order to start its operations immediately, the 
companv took over, as a going concern, the 
entire business of Venus Computers Centre, 
Bombay, which has been in the field of data 
processing and software development since 
1979 and has well established its reputation 
with several government and semi-govern¬ 
ment organisations as well as with well 
known companies in the private sector. The 
company has been promoted by S K Wallani, 
a non-resident of Indian origin having wide 
business connections m the UK, West 
Germany, Switzerland and USA and Dilip 
Shah, a chartered Accountant, who has been 
advisor of this Centre since its inception 
The company proposes to set up a new com¬ 
puter centre at Andheri (Bombay), where it 
will have large volume data preparation and 
data processing facilities. Besides, the com¬ 
pany IS in the process of acquiring fourth 
generation computers. The company expects 
to start its operations at the new computer 
centre by June 1986. The company has also 
plans to launch, in the near future, a chain 
of off-the-shelf retail shops dealing in all 
types of computers and its pciipherals, 
robotronics, application software and com¬ 
mercial software, computerisied telecom¬ 
munication network and systems so as to 
provide all facilities under one roof at 
different places. According to Shah, the 
company should be able to earn sufficient 
profits to pay a pro rata dividend of 16 per 
cent for the period ending December 31, 
1986 and repeat this rate for the year ending 
lune, 1987. 

Managers to the Issue: V B Desai Financial 
Services and Vijaya Bank 

Vieapa Gar Gompany (VGC), jointly pro¬ 
moted by Piaggio of Italy and Lohia 
machines with equity participation of 28 per 
cent and 32 per cent respectively, has got 
licences to manufacture 2 lakh two-wheelers 
and 50,000 three-wheelers per annum. 
Initially, the company has set up facilities 
at Salon in Rae Bareli district ol UP lor 
manufacture of 1.25 lakh two-wheelers. The 
plant will commence commercial production 
soon and reach full capacity next year. This 
is the first venture in Asia which has equity 
participation with Piaggio, the world 
renowned manufacturer of two-wheelers. 
Piggaio has 11 licensees and its products are 
sold in about 80 countries of the world. The 
project is estimated to cost Rs 14.79 crore. 
Initially, equity capital of the company will 
be Rs 480 lakh, out of which the public issue 
is of Rs 163.20 lakh in equity shares of Rs 10 
each at par, including Rs 57.60 lakh reserved 
for allotment on preferential basis to NRIs. 
According to D K Singhania, Managing 
Director, the company hopes to declare the 
maiden dividend out of the profits of the 
first full year's operations ending September 
1987. The company does not envisage any 
marketing problem 

Managers to the Issue: State Bank of India 
and Bank of India. 


Eaat Went Leasing and Finance is to enter 
the market on June 4 with a public issue of 
6 lakh equity shares of Rs 10 each at par. 
The company has been promoted by a group 
of professionals who have contributed Rs 25 
lakh to the share capital. The company has 
contracts in hand worth Rs 50 lakh and is 
negotiating with reputed companies for 
additional contracts of about Rs 150 lakh. 
The company proposes to raise deposits upto 
Rs 10 crore from the public within 2 years 
of operations to cope up with its expanding 
business. The main objects of the company 
are to carry on leasing and hire purchase of 
computers, office automation equipment, 
plant and machinery, cars. It will also diver¬ 
sify into areas of inter-corporate finance, 
'badla' transactions, investment in shares 
and house financing. The company's chair¬ 
man is Anil. Kumar, a leading industrialist 
of north India. According to Narinder 
Kumar Sud, a director, there is absolutely 
no gestation period, since the company has 
already commenced leasing business. The 
company is confident of making adequate 
profits during the first year of operations 
and assures a minimum dividend of IS per 
cent. The shares will be listed on Delhi, 
Bombay and Ludhiana Stock Exchanges. 
Managcis to the Issue: Sikandcr Lai and 
Company and V B Desai Financial Services. 

Consultants to the Issue. Bank ol America 
and New Bank ol India 


Maharashtra Tubes, a dividend-paying 
company, is entering the market sometime 
in June 1986 with an equity issue of 13.50 
lakh shares of Rs 10 each at par to finance 
its normal capital expenditure programme 
and long-term working capital requirements. 
The company set up a project to manufac¬ 
ture 14,000 tonnes of steel pipes and tubes 
per shift per annum at Murbad in Thane 
district of Maharashtra, a ‘C category 
backward area and commenced commercial 
pioduciion in July 1982. The licensed 
capacity was increased to 25,0(X) tonnes in 
June 1984 and to 31,250 tonnes in Septembo’ 
1985. Sales shot up from around Rs 105 lakh 
in 1982-83 to Rs 431 lakh in 1984-85. During 
the current year, ending June 1986, the turn¬ 
over has already amounted to Rs 524 lakh 
for first nine months and is expected to reach 
Rs 940 lakh. The company is achieving 
backward integration by installing slitting 
line, which is expected to be commissioned 
shortly. The turnover is expected to rise to 
Rs IS crore in 1986-87 and to Rs 16.67 crore 
in 1987-88. The company paid a dividend 
of 12 per cent for 1984-85 and expects to 
increase it to 15 per cent for the current year 
and to Rs 17.5 per cent and 20 per cent, 
respectively, in the next two years. The com¬ 
pany has been promoted fbe Calcutta- 
based family of industrialist beaded by B L 
Dalmia, the Chairman. 

Managers to the Issue: V B Desai Financial 
Services and Bank of Baroda. 
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Indo-US Relations on Upswing 

BM 


MINISTER of State for Detente Arun 
Singh, who enjoys greater reputation and 
recognition as a tlusc confidant and aide 
of the Prime Minister than his ministerial 
position would ordinarily warrant, staged an 
extre> lely slick performance when he inter 
vened in the debate on the demand for grants 
of the Defence Ministry Specially striking 
was his assertion that India had never 
approached the US either foi outright pur 
chase or licensed production of arms I his 
impressed all sides in Parliament and re 
inforced the so called anti US and hence 
anti imperialist credentials of the govein 
ment of Rajiv Gandhi about which some 
doubts have been lately entertained in several 
quarters 

The result was that Arun Singh was able 
to get away relatively easily and with ton 
siderable aplomb when he added that there 
was a ‘basic distinction" between purchase 
of arms from the US and ‘co operation in 
defence research ’ with the US He said with 
a touch of disarming innocence that “wt are 
having a memorandum of understanding on 
defence to operation on certain technologies 
with a iiiunbct of countnes including the US' 
The wider and strategic significance and 
implications of this statemem did not receive 
due attention The F ibyan crisis and the 
strong condemnation that the aggressive 
actions of the US have attracted woiid wide 
also helped to moderate whatever misgivings 
might have been entertained, especially in 
leftist circles, about “defence co operation 
on certain technologies” with the US 

The then newly appointed External 
Affairs Minister, B R Bhagat, was also able 
to side step critical media attention or 
questions that might have been asked in 
I^rliament about the proceedings of the 
latest session of the Indo US Joint Com 
mission in Washington Whatever reports 
have been received about that meeting give 
strong indications that a lot of progress was 
made, without attracting sufficient notice, 
in the improvement and strengthening of 
Indo-US relations on a wide front, including 
not only economic technological areas 
but also the political strategic arena In 
Washington, Bhagat did not hesitate publicly 
to proclaim jointly with the US Secretary of 
State that Indo-US relations had been given 
“new dimensions" and that this process had 
steadily taken shape during the last 18 
months 

There will still have to be delicate negotia¬ 
tions to Hnalise the deal on the super com¬ 
puter which the US has agreed in principle 
to sell to India Buttheanangements forthe 
manufacture of main-frame computers in 
India in collaboration with a US firm were 
finalised in Washington and this was seen 


as paving the way lor the sale in the not too 
divtani future of n American super 
computer with US specified safeguards and 
inspection ariangemciits against any leakage 
of US high technology to third countnes 
especially the USSR 
Under the collaboration arrangement on 
main frame computcis, the Electronics ( or 
poraiion of India i public sectoi under 
taking will set up a subsidiary or parallel 
corpoiation to receive sub assemblies and 
components Irotn the Computer Data Cor 
poration and undertake final assembly of 
computers with the help ol the US lirm The 
deal with ( ompuict Data Corporation has 
been prctcircd ovci i competitive 1 rench 
oiler Ihis has not been entirely or escii 
mainlv on gioiinds ol the US film's techno 
logical or commcici d superiontv I he fact 
IS that the US C oipoi ition is offering a ten 
year old technology It could score over the 
French because ihc US administrition 
pitched in with a subsidised ciedit line tor 
the purchase of lechnology and equipment 
from the Ameiican firm 
Already, since the signing of the memo 
randum of undeisianding between India and 
the US on technology co operation, Ihcie 
has been a significant spurt m Indian 
imports of high technology items from the 
US The US Deputy Assistant Secretary of 
State, Robert Dean during a recent visit to 
New Delhi disclosed that m the course of 
last year US exports of high technology 
Items to India had increased from S 600 
million a year earlier to $ 1 3 billion Dean 
said that a major portion of these high 
technology items had been computers and 
the LS had already cleared 100 computers 
for export to India With the rapid increase 
in the export of computers and other high 
technology items to India, trading conditions 
between India and US and the climate for 
business collaboration between US firms 
and Indian enterprises in the public and 
prisatc sectors are expected to improve 
significantly This would also involve a surge 
in direct investment by US firms in India as 
well as commercial credits to India Much 
of the high technology imports by India are 
against commercial credit lines ba< ked by 
partial subsidisation by US official tinan 
cial agencies in cases where they encountci 
competition from other countries 
What are involsed here are not conven 
tional commercial deals High powered 
diplomacy has gone into the making of these 
deals The sale of the super-computer by the 
US and the collaboration arrangements with 
a US firm preceding it for setting up facilities 
tor manufactunng main-frame computers in 
India have been conditional on far-reaching 
policy adjustments of a political strategic 


nature and significance I heve adjustments 
would appear to have made notable head 
way lot the US to agiec to sell the supei 
computer to India Ihc mcinoiaiiduni of 
undeisianding on iransfei of technology 
between US and India signed moie than a 
ycai ago Ins csidcnlly helped finally to 
establish lioni the I S point ot view satis 
lauory satcguaids against leakage of the 
computer technology ot I S to tliitd coun 
tries especially theSoMcl Union This has 
been combined with appiecialion by the I'S 
administration ol the elfoiis launched by 
India to establish tricndly relations with its 
neighbours, cspcciall) Pakistin India's 
L sternal Affairs Minister fciund il nc*ccssafy 
to make repeated references to this aspect at 
the meeting of Indo liS loini ( omnnssioii 
as part of the* new dimensions ol Indo US 
relations as thev have been evolving during 
the last Ih months 

Trinsfer ol advanced Icehnologv bv the 
US to India has ihus adiniiicdiv emerged as 
the key tactoi in impioving Indo US rcla 
lions on a wider basis In the US scncmc of 
things tianslcr it its high technologv is 
explicitly linked to political strategic con 
sidcrations Phis has implic itions among 
others, for India s relation viih its neigh 
bouts, including Pakistan China and Ihc 
Soviet Union f)ncc India could give con 
vincing evidence to the IS that ns political 
stiatcgic inteiesis will he subsetved to its 
satisfaction by tiansfer ol its technologv 
including ttie super compi icr lo India, it has 
been rclativclv easv to overcome the US 
reservations on this count Other measures 
to consolidate Indo US iclations may be cx 
peeled now logically and sinoothlv lo follow 
Serious ncKOiialions have been lot insiancc 
stalled on resolving the long pending pro 
blem 1 1 avoiding double taxation bv a treaty 
between India and the US I his is c*\pectcd lo 
give a big boost lo business collaboraiion 
with US films in India 

More significantly, the pioposal lor 
setting up a long term sell sustaining Indo 
American Fund which will chaw on the 
ruivee equivalent ol ^ 110 million held bv US 
in India since the Ictmination ot the US 
PI 480 wheat supplies has been revived 
India’s Cxtcinal Allans Minisiei in last, 
said publicly in Washington that the pro 
posal IS under “veiy active consideration ’ 
and that “nothing is holding ii up I he pro 
posal had been carliei all but shelved 
because it could give the US a stiong clout 
in Indo US cultural exchanges and research 
studies on India by US scholars with wide 
ranging ideological-political implications 
Arun Singh’s assertion that all that India was 
having with the US was a memorandum ot 
understanding on defence co operation on 
certain technologies is not is innocent as he 
attempted to make it out to be 

The annual report ol the Defence Ministry 
too assumes special importance in the con 
text of these developments The report gives 


905 



a sharper focus than is coiiveniionally the 
case (0 political strategic perceptions that arc 
guiding the policies of the Deicnee Ministry. 
It sets out a wider approacli than a strictly 
professional niililarv one Sonic striking 
postulates presented in the lejioil deserse 
close attention 

One sueti posliilale is tli.it in addilioit to 
militarv lineal^ Imni loicign powers, 
cspecialls Pakistan and ( hina, the sceniity 
fortes have noss to reckon with the inter 
action o( esieinal loicos with "internal 
loiees ol dissent in the political and socio 
economic spliercs" It is. therefore, argued 
that iiiilisaiKin of organised subversion as 
a weapon by cMcinal agencies adds to the 
nature and ainbit ol India's security pro 
blein. Ihe case has thus been made lor 
stiengihening the role and responsibility of 
the armed foncs in dealing with “internal 
forces of dissent in the political and socio 
economic spheres”. I his mas not appear to 
be something wholK novel Ihe armed 


forces have been always used fairly freely to 
pm down civil distiiihances in the country. 
Whai is novel is the lationalisation of this 
position and its frank exposition as the 
secunty philosophy It amounts to an 
altinnation of the need to train and equip 
the armed foi. es on this basis. It cannot be 
aliogcrhcr lottuitoas, in this context, that the 
top biass of the armed forces do not hesitate 
to make public siaiemcnts that their foie is 
not confined merely to the organisation of 
the dclence of the country from external 
aggression but that ihcy have also to pcrfoi m 
the duties ol gendarmes as vvei! to quell 
"internal lorees of dissent". 

The implications ot Operation Bluesiar 
aic indeed beginning lo unfold and cast their 
shadows on a wider front. It also comes easy 
in this context to make demands on le 
sources for the armed forces without con¬ 
ventional reservations about Ihe priority that 
should be give*!! to socio-economic develop¬ 
ment in the allocation of available lesourccs 


therefore a ca.se of murder committed by the 
police officer in charge of the station: 
(b) that a policeman who commits a killing 
in proclaimed self-defence must be pro¬ 
secuted for murder and shoqld prove the 
existence of conditions justifying the plea of 
self-defence, just like any citizen who takes 
the plea: (c) that when a police officer com¬ 
mits a crime and claims that he did it in the 
‘execution of his duty’ he should be pro¬ 
secuted for the crime and the burden of pro- 
\ iding that it happened in the course of per¬ 
forming his duty should lie on him; and so 
on. instead of affirming such principles the 
courts arc asking the CBI or the State CIDs 
to enquire into the alleged killing, or the 
District Magistrate to conduct an enquiry; 
the first the governments could do, and the 
second is obligatory under the Criminal Pro¬ 
cedure Code anyway. It certainly cannot be 
that people should go all the way to the 
Supreme Court to get the Criminal Pro¬ 
cedure Code activated. And neither of these 
IS a substitute for immediate arrest and pro¬ 
secution, which any citizen other than a 
police officer would face Ihe moment an 
MR is registered against him, and which 
police officers loo should be subjected to, 
if Articles 21 and 14 of the Constitution are 
10 have any meaning. ‘Judicial activism’ 
cannot have lasting meaning if it is confined 
to ordering an occasional release of bonded 
quarry labourers (who will anyhow get 
bonded the next day again, since quarrying 
is the only job they can do, and all quarry¬ 
ing in our country is done with bonded 
labour). If it is to have tasting worth it 
should woik to build into executive practice 
the values that everybody says our Constitu¬ 
tion cherishes. 

To get back to the judgment (if it can be 
called that) on the Andhra ‘encounters’ peti¬ 
tion, it was even more disappointing than 
the usual direction to some intelligence 
agency to enquire into the killings. Perhaps 
a resume of what transpired will make the 
matter clear. The petition concerned the first 
nine of the series of ’encounters’ rhat started 
in January 1985. The nine encounters 
accounted for 17 deaths. (The total number 
to date is 42.) The petitioners’ interim prayer 
was that the reports of the executive magi¬ 
strates concerning these killings should be 
called for, seen by the Court and shown to 
the petitioners. The State's reply was typical. 
It started with the claim that the magisterial 
enquiry reports were 'privileged documents’, 
and ended with virulent abuse of the peti¬ 
tioners who were called every name from 
terrorists to opportunists. The State admit¬ 
ted that eight of the nine magisterial enquiry 
reports had either been received or were 
being prepared. Regarding the ninth, it said 
the enquiry was 'improperly done’ and 
therefore a de novo enquiry had been 
ordered. 

If the Court had had the curiosity to Hnd 
out what was ‘improper* about the enquiry, it 
would have discovered the remarkable co¬ 
incidence that it was only in this one case 
that the report went against the police. The 
incident that formed the subject of this 
report was an ‘encounter’ in Warangal 


Encounters' and the Supreme Court 

K BalajKopal 


THl- .Arwal killing m Bihur has once again 
focused attention on State-sponsored 
munJeis of the agrarian poor and their 
activists. Ihc Director Ciencial of I’olicc, 
Bihai, has said that nobody would be 
allowed to go around agitating and oiganis- 
ing people ‘in the name of non-iniplcmenta- 
tion of I and Relorm .ind Minimum Wages 
Acts’. Such attempts, he .said, would be 
crushed ruthlessly. 'I'his fantastic statement, 
whose underlying presumption is that 
welfare laws arc made by the State and it is 
the Slate’s business alone whether it chooses 
to implement them or not, is symptomatic 
of two basic changes that have taken shape 
over the last few years. One is that it is no 
longer fell to be necessary to pretend that 
agianan reloiins are being implemented; tlie 
othci is that police officers, instead of 
merely being used to pul down political 
opponents, are allowed an autonomous 
domain ot lunctioning, within which they 
are everything from legislators and political 
theorists to the dispensers of what they 
believe to be iiisiicc 

It always lakes a new personality, a new 
individual, to reflect a sharp change un¬ 
ambiguously. An old personality which runs 
into the change in the middle of its life finds 
its cognition and expression blocked by fear, 
habit and ineriia. No Congress leader to this 
day has made vocal comments against 
agtariuii rolornis but N T Rama Rao can, 
and does, say that 'land reforms have been 
a disaster for the farmer’. And his actions 
echo the Bihar DOP's assertion: agrarian 
reform legislation being our legislation, 
merely because \se have eho.sen not to imple¬ 
ment it, you have no cause for agitating and 
organising people. Such attempts will be 
suppressed ruthlessly. 

It will serve no purpose to yet once more 
list out the crimes committed by the State 
in the course of this suppression. But it does 
serve a useful purpose - in these days when 


judicial activism is among the most widely 
hailed scicial phenomena— to know what the 
highest Court of the land has to say about 
the matter The Supreme Court was ap¬ 
proached through a writ petition in con¬ 
nection with the ’encounter’ killings in 
Andhia Pradesh. The Court admitted the 
petition in September 1985, and threw it out 
in April 1986, with the remarkable piece of 
advice that the aggrieved parties, if any, 
should file private complaints with the local 
mutisif magistiaics against the police. Of all 
the dubious judgment given by the Supreme 
Court in recent times this one by Justices 
Venkataramaiah and Sabyasachi Mukherjee 
IS the most disappointing, to put it mildly. 

Nobody expects the Court lo punish the 
officers who have committed Ihe killings. 
When the State decides to kill certain people 
and even goes to the extent of rewarding the 
killers with substantial amounts of cash (as 
the AP government is doing) there is no 
court on earth that can punish them. But 
the courts should at least affirm certain basic 
principles of law, lor what they are worth. 
This applies to all of what is being called 
social action litigation. But instead the 
courts are often taking refuge in admini¬ 
strative technicalities even when they decide 
to issue a direction to the government. In the 
matter of police killings the Supreme Court 
IS acting as an enforcer of the Criminal Pro¬ 
cedure Code and not the Constitution. 
When the court is approached with a peti¬ 
tion that somebody has been killed by Ihe 
police inside a lockup or in a staged ‘en¬ 
counter’, what is important is not that the 
policemen concerned should be punished; 
that is anyhow an unlikely eventuality even 
with the best of all intentions. It is more im¬ 
portant that certain basic principles should 
be affirmed—as some of them have spora¬ 
dically been in the past: (a) that if a person 
dies in police custody that should be treated 
prinw facie as a consequence of torture and 
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dutiict in which two young men were killed 
on th night ot May 26, 1983 They were 
picked up t 'oro their advoute's house in the 
«ii n. , d I ken S>1 k.ns in a jeep to the 
M lag’ oi Naf*ap j and killed there. The 
iragisitia' irqunj uiduud the police 
sti rplv I he polii-c reacted by getting th" 
n i oliector who is also th" Dijiiiti 
MagiS’raic) anstirird withiu one week 
' ati <chiei u 1 11 Mling a slanderous 
11 't atise poiiaga sthim But what is 
ludeworih nat *‘'1 ii )s"rmiu>t 'ell ton 
M lined to titepi thui report i,d t ir tei 
hin 

1' was thought that 'ven i^ 1 is nans 
fki’cd the report would con'intc to hr 
1 per > is< and t dt "o that w 1 "xa n * 
thi 1 "tit one requtsi lUat il ( 1 kisi i<i' 

> nqu 11 report s ould * < i' d u ,1 
I s.d bv ht 'Sup e lie Co I H v 
this I pumisi had not h., uied 1 it 1 le 
^apacitv ot I'ui govt I rnenis 'c i"il anv 
numbet ot lies on oath It the event the 
State governnei t a,shed that the enquin 
had been inipioperls dime because ro pub) u 
notification wa' given bv the Distr, t 
Mag strate 

It, once again the Court had exhibited 
some uriosity it would have discovered one 
more remarkable come dence cs well as one 
falsehood The falsehood relates to the 
assertion that pubiK notiiicatioii is 
obligatoiv, which 1 is not under sec 176 of 
C rPC wIikI only sa>s that the relatnes 
of the viuiims should be informed as far is 
practicable Tne remarkable oiticidence s 
hat i was only m this one ta^e wh“re i 
put Ik nMificaiion was not g sen ihai 
w I esse, deposed against the no 1 e in tl 
otnir eignt enquiii whir pioper pi bl 
o ft ati III t e 111 'y giv n then wurc ns 
win csses to tep su again i the pohci The 
ivcii s that a public notification is in 
I di V 1 nolle! ’o ibc police it is i nonce 
tl ai this shouii abduct the witnesses and 
sunourd the pi ice of iriquny on the 
loti tsi ilav 10 prevent any contrary evidtiice 
(rii ' ig net ded In the cast it thi 
V, rangai enqui'y a public t otifiiat on was 
ot »ivcn hut ‘he iciims’ relative wtrt 
< il rried and the cfore evidcnc against the 
police could get recorded Thus, m piotesung 
piimly that a proper public notification was 
not givci ihc Devil wa.s fiist inventing scrip 
'ure ar 1 *hcn quoting it The Court un 
isir'i II n 1 ) wa nut willing to call the bluff 
Instead 1 ads ised 'he petitioners to read tlie 
Cri ii.nal Proteduie Code 
As a matter of fact the Dii tor uencrat 
ot Police of AP would have found the ad oce 
more useful When n was alleged by the peu 
tioners that in all the ‘encountets’ the police 
were fonnng the doctors to conduct the post 
mortem ewmmation of the body at the spot 
of the kilting -in the fields under trees or 
m the forest, where there could be neither 
the appropriate faciliues nor equipment— 
the OOP contended in his reply thm 'it is 
always legal and advisaUe to hold the post 
mortem on the spot’, this is endrely contrary 
to sec 174(3) of CrPC which says that the 
‘pobce offlcCT should forward the body, 
wM a view to its being eaamined, to the 
nearest Oml Surgeon*, except whne the 


setting in of putrefaction is imminent And 
a Cn il Suigeoii» a Civil Surgeon only when 
bt IS properly equipped to be one—the term 
includes the man and his equipment The 
I'll i infottun>telv had no advice to offi 
I ihe fXiP 

rhtse aie lechriialitics however The 
main point is th<t the wife or children of a 
person killed bs the police are never 11 a 
position 10 file Cl urinal complaints and "un 


lilt ‘ at'oi if Po '0 01 r ill canon w IS 11 
t Juced III I'le I* itiament a t w dass ago 
a 15,000 vi d poll y picsentation that con 
tains just about JOO words of nea/ policv 1 hi 
rest IS a suing of platitudes, cliches and good 
intentions It is worth recounting some of 
these, if only to gin the feeling ot what it 
IS like to plough th nugh the document 
The document opens with “Education is 
a continuum But there are moments in a 
nation $ history when a new direction has to 
be given to an age old process That moment 
IS today ’1 I ends with given our 
tradi'ion which has almost always put a big 
premium on imcllectuaJ and spintual attain 
ment w" are bound to succeed Now a few 
gems from the middle “In the Indian way 
of thinking a human being is seen as a 
positive asset and a precious national 
resouice from the womb to the tomb 
Our v.holastic tradition has astoundet' the 
v,ha c world Min is on the threshold of 
the great unknown The National Hduci 
non System will therefore play i positive, m 
i"iv<niionist lolc in the empowerment oi 
voraen The nnv grniration must 
become aware of the unity of the biuspheic 
creauon of appropriate management 
striictuics smted tc softwaic planning will 
have to I undertaken C hildren will be 
ciiBileo o develop sensitivity to beauty 
I’arinony and leiitu ment The heads [of 
schools] wiU have to he speoally selected 
It s obvious that these and many other new 
tasks of education cannot be perfoimed in 
a siateoi disoidtr Coiporal pumsbmtnt 
would be firmiv excluded from the educa 
iional sysum <.onsnous internalisation 
of a healths woik ethos and of the values 
ot humane and co uposite culture will be 
brought about through approptiaiely tor 
mulated curricula Higher education 
opens up the world of knowledge Our 
ancient scriptures define education as that 
which liberates Higher education has 
theteforc to become dynamic as never 
befonk constantly entenng uncharted areas 
AU posts of Readers and Professors 
would be lilted entirely on the basis of ment 
value education has a profound posiuve 
content Computers are fast becoming 
important and ubiquitous tools” 

7%u, after hundres of conferences, lakhs 
spant on travel costs fot esublishineiit 
educationlBts to preside over confoienoei. 


duct a prosecution against the police The 
judges of the Supreme Court are surely not 
so far diverced Ircm reality as to think othii 
wise Secondly om killing bs a policem in 
IS a murder, but a series of killings rewarded 
bv the State arc not just multiple niurdois 
they arc a policy of the Stati Thi m tgisirate 
an do nothing about such a policy bui the 
Suprcit t ( ourt is expected to at leisi try to 
do somethine That is whai Article T’ ol the 
C nnstitiiiion is meant loi 


and a computer analysts of all incoming 
icsi liition' and suggestions' It is a national 
shame th it t he re 1 not a tingle nett idea in 
(he new poliiv The mam thrust is based on 
wi at was announced by the Prime Minister 
in January 1%^ - before the publication of 
C hallenge ot Education by the Ministiy 
of Fducation The Prime Minister had an 
nounced the establishment of Distnet Model 
Schools and an Open I iiiversity delinking 
of lobv fiom degrees and the intrisduction 
of modern methods and technology m 
education If there is any policy in the docu 
ment, it is this Bui because the concept of 
District Model Schools was attacked by a 
vtr large number of non establishment 
educationists and child development speaa 
lists now District Model Schools will be 
called \a\odova lidvalavt but the con 
<cpt will remain 

Vlodel schools are justified on the excuse 
that the Nigh'esi children must go to the 
best schools This is the worst kind ol 
populism I here is no justihcation for 
separating chiluttn on the basts ot bright 
ness at an carls age Mainlv because it is 
d thcuU to define what a blight thild is 
and also because 11 is very important for all 
kind of uhildren to study together in (heir 
foiinatise years lithe ‘best’ schools were 
rc’trveJ loi the “brightest children only, 
many ol our jirescnt ruleis and bureaucrats 
may have nevci risen to the level of literacy 
The tact th it they are doing well today is 
ample evidence against early streaming in 
education 

It iv ama/ing thit there uc almost no 
definite goals mentioned in the document 
in terms of 'mances time numbers of 
Students, etc For all its talk ot ‘ Scientific 
Icmper it is itsHf quite devoid of any such 
thing There 1$ not a single graph table or 
futuristic projection It appears that policy, 
in this document, means mostly the setting 
up of new committees and bureaucracies 
For example 

* A Central Advistory Board of Ixlucaiion 

* Indian Education Service 

* State Advisory Board of Education 

* District Institutes of Fducation and 

Thunmg 

* Councils of H'gher Education 

* National Testing Service 

* All India Coimctl of T«.hnical I ducation 

with more powers 


National Policy on Education 

A !Non-negotiable Promi«is«)ry 

Dincflh Mohun 
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In the whole document there is only one 
sentence which gives a concrete commit- 
mcni; “It is proposed to toser to 10 per cent 
of the higher secondary students by voca¬ 
tional courses by 1990 and 25 per cent by 
1995” Bui this IS prescisely the kind of an 
approach to votatiunahsation that has 
shown itself to be unsuccessful in India and 
many other countries! 

A report on a study from the World 
Bank' suggests that many of the supposed 
advantages of vocational educatioi} are non¬ 
existent. Ihc study, by two World Bank 
rcsearcheis, presents the results of 4,000 
students in Columbia and 'Ihn/ania. The 
results arc interesting because the World 
Bank itself is reported to have supported 
over fifty educational projects with a voca¬ 
tional component. The study shows that in¬ 
troduction of vocational training “did not 
reduce the demand for higher education, did 
not make it easier for students to find jobs 
and did not increase the earning capacity of 
students" It appears that vocational educa¬ 
tion works well where educational infra¬ 
structure IS well developed and students have 
real choices But we seem to be information 
proof. Wc insist on doing what has not 
succeeded elsewhere and on not doing what 
others have found very effective. 

There are many statements of good inten¬ 
tions which have been passed off as 
policies—“effective measures will be initiated 
in the direction of the common school 
system”-but not a single word on whether 
we are to continue the heavy emphasis on 
elitist education and public schools Thu in 
a 'focument that repeatedly asserts India’s 
committment to socialism; the double think 
heie is amaring! 

—‘A phased drive, symbolically called 
‘Operation Blackboard’ will be under¬ 
taken" but there are no details on the 
phasing or finances involved. 

—On Universities: “in the near future, the 
main emphasis would be on consolidation 
of, and expansion of facilities in existing 
institutions” (but no clarification of 
the “near future”), and “a five yearly 
academic audit of institutions will be 
developed”. It is also proposed to set up 
rural Universities to “consolidate this 
pattern on the lines of Mahatma Gandhi’s 
revolutionary ideas on education”. 

The document is profoundly silent on a 
few important issues. It completely evades 
the issue of the persistence of English as a 
medium of education and neatly sidesteps 
the problem by noting that a “link language^’ 
will be promoted. It is not mentioned which 
language will be selected for this purpose 
The document quietly mentions, in passing, 
that fees for higher education might have to 
be increased. 

Plans to introduce TVs and computers in 
village schools were heavily criticis^ during 
the debate that preceded this docummit. So 
our planners tell us that they will make sure 
that “modern educational technology 
reaches out to the most disunt areas”: there 
seems to be great faith in the possibilities t<x 
distance learmng. This approach will be used 
at the primary, secondai^, vocational, pro¬ 
fessional and higher levels, and &)r adult 
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literacy. We seem to be bent upon copying 
systems just because multinational corpore* 
tions and their local midcUemen need us as 
a dumping ground. Distance learning 
technology was developed for sparse pt^nila- 
tions spread over long distances; hardly our 
xpenario. We have already saved Unicorn, a 
British computer firm, from bankruptcy by 
introducing its computers in our schools. 
There are enough salesmen going around to 
convince us that we cannot do without 
modern educational technologies which are 
developed abroad because oi *he shortage 
of labour and its consequent high cost Much 
of this technology is not being used much 
abroad anymore except computers. But 
because of the low demand for home com¬ 
puters, many computer companies have gone 
bankiupt. 

The Shastri Indo-Canadian Institute has 
sponsored two trips for a Canadian aca¬ 
demic, G F Cartwright, who has been telling 
Indian audiences that computers help the 
phywiogical development of the brain. In 
a paper presented at the seminar on Society, 
Technology and Development he claimed 
that “the computer lu» a broader role, 
assisting not only in providing education, 
but at a much more tmsic level, in actually 
developing the nervous system itself’.^ His 
logic is amaring: he quotes studies on rats 
showing that lats who were subjected to an 
"enriched environment” had better brain 
“development”, therefore children with com¬ 
puters in their environment would also have 
brains with better neuronal growth! It is 
almost attempted blackmail: if we don’t im¬ 
port computers our children’s brains will be 
less developed than the Canadian children’s!! 

The policy sets great store by hostels. 
Hostels are proposed to be set up at cjilttrict 
headquarters for scheduled castes; residem 
tial schools will be set up on a large scale for 
scheduled tribes; special schools with hostels 
will be there for handicapped children; 
efforts will be establish sports institutions 
and hostels—and, of course, there will be the 
free residential Navodaya Vidyalayas. Our 
education policy planners seems to be very 
fond of boarding schools, though they end 
up being very capital intensive. On the one 
hand we say we are short of resources, and 
then on the other we promote century-old 
expensive British concepts as ideal institu¬ 
tions for our circumstancesl 

On a few other issues the policy is just 
plain wrong. The planners claim that the 
"largest single factor that could help achieve 
[population control] is the spread of literacy 
and education for women”. This is far from 
clear: in fact, it is an incredibly simfdistic 
response to a notoriously complex socio¬ 
economic problem. The link between educa¬ 
tion and fertihty is not that direct Why can’t 
the goal of universal female education be 
justified in its own right? 

The authors claim that modem communi¬ 
cation technologies have the potential to 
bypass several stages and sequences in the 
process of developmem encountered in early 
decades. Hus is outright rubbishf There b 
absolutriy no evidence of any such short- 
cutting. A few eommunicaiion prop a g n ndha 
did claim this in the sixties, but no com- 


mun^ion expert would claim this.todm'- 
The evidence it ail the contrary: modem 
communication technologies can only be a 
minor supplement to good and efficient, 
traditional teaching methods. It seems we 
refuse to learn anything from our own SITE 
experiment, whose follow-up eviduations 
showed that the control groups with no 
exposure to TV often seemed to "learn” 
more than the experimental groups. 

There is a streak of crude chauvinism 
running throughout the document. The 
word.s, “ancient”, "spirituality”, “heritage”, 
“ancient scriptures” and even "orientalism” 
are used many times. Yoga is to be intro¬ 
duced in all schools. In spite of exhortations 
for the education system to be secular, our 
minorities will certainly not see this docu¬ 
ment as being secular. 

There will be many other objections to the 
document from other quarters—for exam 
pie, the establishment of a national core 
curriculum, treatment of unrest in Univer¬ 
sities as a law and order peoblem, to be 
tackled with the help of a Code of Ethics 
for teachers. The policy is a major dis¬ 
appointment after the frank criticism con¬ 
tained in the earlier document “Challenge 
of Education”. 

It is not that I wouldn’t agree with most 
of the good intentions we see in this docu¬ 
ment. I probably would. One takes for 
granted that our government must have good 
intentions. But if there is one thing we have 
learned In the last forty years in India it is 
that documents with ail embracing good 
intentions do not even begin to take off as 
policy. Policy setting priorities, and con¬ 
sidering options: Policy means making 
choices. And the democratic process is about 
choosing the best of the realistic options that 
have been set before us. 1 find no options 
in this document. 

I have a sense of exasperation, too, 
because this document sends a strong signal 
to all the young people around the country 
that their partidpation in the “nationd 
debate” was just part of a charade. There 
are so mai^ young boys and girls, young 
men and women, all around the country, just 
brimming with ideas and dreams, and de^ly 
committed to the hardwork that it will take 
to make these real: they have been snubbed, 
and it will be hard for them not to be more 
cynical in the ftiture. What if thqt now see 
the whole "national d^te^' as just another 
bonanza for the sarkari educationists, just 
another chance to jet around the country 
and air the official word? Can you blame 
them? 

And so we are back where we started, 
almost eight months ago. We are left with 
a promissory note of good intentions from 
our govenunent. 

Now: Can we cash it? 

Notes 

1 S S Anklesaria Aiyar, -Why VseationaUse 
Schoolsf Suppos^ Advantages Non- 
ExiMoii*, This India, January 31,19M. 

2 d P Cartwright, 'Ikchnological VWnrark; 
Odtuial and Sodeud ImpHeadiMs’, Seminar 
on Sectetjv Ikehnnlogy and Devriopment, 
fhbniary ^13, ISM. Jaipur. 
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ANDHRA PRADESH 

Drought: Worsening Situation 

K Ilaiah 


ANDHRA PRADESH is divided into three 
geographical regions, namely, Telangana, 
Rayalaseema and Coastal Andhra, which 
broadly also represses the economic division 
of the state. Tbiangana is a semi-dry region 
which consists completely of dry districts 
like Mahbubnagar, Warangal, Medak, 
Adilabad and Ranga Reddy and Semi- 
irrigated districts like Niramabad, Karim- 
nagar, and Khamraam. Nizamsagar, Sri- 
ramasagar, Nagarjunasagar Left Canal 
provide water to parts of these semi-irngated 
districts. Though two talukas of Naigonda 
(Miryalaguda and Kodad) are irrigated by 
the Nagarjunasagar Left Canai the rest of 
the distnet is perennially drou^t pronev next 
after Mahbubnagar The entire Rayalaseema 
excluding Kurnool and two talukas of 
Cuddapah (irrigated by the K C Canal) is 
completely dry and is dependent on rainfall. 
In coastal Andhra the two Godavari dis¬ 
tricts, Krishna and Guntur and parts of 
Nellore and Prakasham are irngated. The 
three North-east districts namely, Vishakha- 
patnam, Vijayanagaram and Snimkulam are 
semi-arid zones. In a nutshell, Tblangana is 
semi-dry but basically dependent on rain¬ 
fall. Rayalaseema is a completely dry area 
and totally depends on the vagaries of the 
monsoon C oastal Andhra is relatively better 
irrigated and rich The Rayalaseema 
region was declared as a drought-affected 
region in the years 19S8 to 1%2, 1965 to 
1970. 19t^ to 1977 and also from 1979 to 
1985 Between 1900 and 1959 Ananthapur 
district alone was declared drought-affected 
on eleven occasions Of the nine Tbiangana 
districts four—Mahbubnagar, Naigonda, 
Medak and Warrangal—have been declared 
as perennially drought-prone. The Central 
Irrigation Commission of 1972 notified that 
out of 70 drought districts in the country two 
are in Ibtangana, viz, Mahbubnagar and 
Naigonda. Districts like Medak, Warangal 
and Ranga Reddy suffer, if not go dry, even 
after a single dry spell. There are a num¬ 
ber of aborted irrigation projects in the 
region and the Sriramasagar construction 
continues to be unfinished and would 
remain so for some mpre decades to come 
The Rayalaseema region is historically 
known as mllaseema (stoneseema) and the 
only proposed project is the controversiai 
Tblugu Oanga and hence there is hardly any 
scope of irrigmion in near future. 

A bird’s eye view of the 1981 census of 
Andhra Pradesh would give us a clue to 
understand the peoples condition during the 
nortnal productive years. According to the 
census the total population oi Andhra 
Pradesh is 345,%,^. Of the total popula¬ 
tion, a^icultural labourers conitUou 
82,91419 that is lSA7percentofdiepeo^ 


live on agriculturai wages. This number ex¬ 
cludes the annually employed jeeias in the 
state. Apart from this of Uie total popula¬ 
tion, 12,27,285 people (tepend on rural 
household industry The living standards of 
these handicraft workers it in no way better 
than that of agricultural labourers Though, 
according to census 73,70,893 are said to be 
farmers, more than 50 per cent are marginal 
farmers who, in a majority of districts with 
just one adverse mansoon get pushed into 
the agricultural labour community. A recent 
study conducted by the Centre for Economic 
and Social Studies, Hyderabad has shown 
that of the total population of the state (the 
study used the 1971 Census) 35.17 per cent 
people ore not in a position to spend even 
Rs 50 per month on food, clothing, main¬ 
tenance, etc The fixation of spending 
capacity of Rs 50 (the study has drawn this 
as the poverty line) per month is done based 
on the 1977-78 price index. Family-wise 
according to the same study, 44,49,000 
families (51.14 per cent) rot in such bad 
economic conditions Over and above this, 
the major drought began in 1984-85 and 
continued in a more aggravated form dunng 
1985-86. 

1984-85 DROUGHT 

After the formation of the Vishalandhra 
state this is the first major drought. Accor¬ 
ding to the official statistics, of the total 330 
talukas, 250 talukas have been declared 
drought-hit and crops worth Rs 8S0crore are 
said to have been damaged. But this is a 
gross underestimation of the loss. Of the 
total 1.10 crore hectares of arable land seeds 
were sown in only 35.27 lakh hectares, leav¬ 
ing 60 per cent of the land barren. If this 
was the picture at the sowing level, the 
reports that appeared horn different districts 
in the press, after the seeds were sown, have 
a staggering picture to present. 

The Coltenor of Kurnool distnet declared 
that Rs 331 crore worth crops had dried up 
in the district. If this was the condition in 
Kurnool, in the drier districts of Rayala- 
seema namely Ananthapur, Chittoor and 
Cuddapah the condition would be anybody’s 
guess. The situation in IHangana was no 
better. For example m Warangal distria out 
of 4,300 percols^on tanks 3,700 tanks had 
no water throughout the year. In Medak 
distria even under the Nallavagu projea in 
about 6000 acres the crop had dried up. The 
Nizamabad distria Collector dedor^ that 
crops worth Rs 21.79 crore got dama^ 
because of the severe drought. About Kai^- 
nagar, Andhra Bhoomi, a Tfelugu Daily 
report that in several talukas the crops 
were coinplaely dried up. The CoQeaor of 
Khammam distria dedared that because of 


low rainfall in the district crops worth 
Rs 25 67 crore had got damaged 

This being the situation in relatively w« 
distnas one can easily guess about the situa¬ 
tion in Mahbubnagar and Naigonda distria 
which, are perennially drought-hit. For ex¬ 
ample a study on irrigation wdls conducted 
by a team on behalf of the Karuvubadita 
Ryotanga Committee of Naigonda distria 
at the end of 1983 presented a startling 
picture. As the Table shows in five villages 
chosen randomly if there were 460 agri¬ 
cultural wells from which water is drawn 
eitha by a mota (a traditional method of 
drawing water to irrigate four-five acres with 
the help of two bulls and a big bucka) or 
by a pumpset, 372 wells had become com¬ 
pletely dry Out of 460 wdls only 32 were 
in a position to irrigate one-two acm and 
only 56 wells were in a position to irrigate 
1/2 an acre This is because this area has 
been drought-affected from 1978 onwards 
And later reports indicated that by the end 
of 1984, except a dozen wells of landlords 
who could afford to dig bore wells in already 
deeply dug wells, all the temairung wells ran 
dry As a result drinking water for people 
and cattle became a major and immediate 
problem in the area. And hence, hundreds 
of peasant families had to migrate to 
Hyderabad only to find themselves m a mess 
of joblessness. By the end of 1985 the con¬ 
dition of wells and percolation tanks in 
drought distnets like Mababubnagar and 
Anathapur was no bater 

The 1984 drought did not leave the 
Coastal districts untouched. In Nellore 
distria out of 2,99,456 acres of arable land 
only 1,28,758 acres were cultivated. In West 
Godavari distria in 13 revenue firkas crops 
had got damaged. In Mundur firka of Eluru 
taluka out of 25 thousand acres of arable 
land only in II thousand acres seeds were 
sown. Of the sown land eight thousand acres 
crop dried up by the end of September 1984. 
The East Godavari distna Collector declared 
that there was a loss of crop worth Rs 22 
crore Further he declared that even the crops 
under Pumps reservoir had also dried up. 
North-eastern distnas (Vishakhapatnam, 
Vijayanagaram and Srikakulam) which the 
government claimed to be free from drought 
were also affeaed. According to an Bcommic 
Times report, in Vishakhapatnam distria 
alone there was a loss of crops worth Rs 17 
crore. Enadu.a Thlugu dally estimated that 
in Vijayanagaram distria there were crop 
losses of Rs 16 crore The same report said 
that crops under Mattigadda and Vattigadda 
reservoirs had also been damaged because 
of water scarcity According to a Newuime 
survey in Srikakulam district Ibddali, 
Ichapuram, Sompeta, Narsannapeta, Snka- 
kulam, Palakonda and Patapatnam talukas 
were severely affeaed 

C/OJSES OF 1984-85 DROUOin 

According to maeorologist’s estimation 
during this aop year there was an average 
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In the whole document there is only otie 
sentence which gives a concrete commit¬ 
ment: “It is proposed to cover to 10 per cent 
of the higher secondary students by voca¬ 
tional courses by 1990 and 25 per cent by 
1995.” But this is prcscisely the kind of an 
approach to vocationalisation that has 
shown itself to be unsuccessful in India and 
many other countries! 

A report on a study from the World 
Bank' suggests that many of the supposed 
advantages of vocational educatioi} are non¬ 
existent. The study, by two World Bank 
researchers, presents the results of 4,000 
students in Columbia and Ihnzania. The 
results are interesting because the World 
Bank itself is reported to have supported 
over fifty educational projects with a voca¬ 
tional component. The study shows that in¬ 
troduction of vocational training "did not 
reduce the demand for higher education, did 
not make it easier for students to find jobs 
and did not increase the earning capacity of 
students”. It appears that vocational educa¬ 
tion works well where educational infra¬ 
structure is well developed and students have 
real choices. But we seem to be information 
proof. We insist on doing what has not 
succeeded elsewhere and on not doing what 
others have found very effective. 

There are many statements of good inten¬ 
tions which have been passed off as 
policies—'effective measures will be initiated 
in the direction of the common school 
system’’—but not a single word on whether 
we ate to continue the heavy emphasis on 
elitist education and public schools. This in 
a document that repeatedly asserts India’s 
committment to socialism: the double think 
here is amazing! 

—“A phased drive, symbolically called 
‘Operation Blackboard’ will be under¬ 
taken” but there are no details on the 
phasing or finances involved. 

—On Universities: “in the near future, the 
main emphasis would be on con.solidation 
of, and expansion of facilities in existing 
institutions” (but no clarification of 
the “near future”), and “a five yearly 
academic audit of institutions will be 
developed”. It is also proposed to set up 
rural Universities to “consolidate this 
pattern on the lines of Mahatma Gandhi’s 
revolutionary ideas on education”. 

The document is profoundly silent on a 
few important issues. It completely evades 
the issue of the persistence of English as a 
medium of education and neatly sidesteps 
the problem by noting that a “Unk language’ 
will be promoted. It is not mentioned which 
language will be selected for this purpose. 
The document quietly mentions, in passing, 
that fees for higher education might have to 
be increased. 

Plans to introduce TVs and computers in 
village schools were heavily criticised during 
the debate that preceded this document. So 
our planners tell us that they will make sure 
that “modern educational technology 
reaches out to the most distant areas": thm 
.seems to be great faith in the possibilities for 
disunce learning. This approach will be used 
at the primary, secondary, vocational, pro¬ 
fessional and higher levels, and for adult 
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literacy. We seem to Upon ebpytog 

systems just because mitpitktibnal corpora¬ 
tions and their local mijiidininen need tis as 
a dumping ground. Mitance learning 
technology was devdcqred for sparse popula¬ 
tions spread over longtHstances: ha^y ouT 
sfcnario. We have already saved Unicom, a 
British computer firm, from bankruptcy by 
introducing its computers in our schools. 
There are enough salesmen going around to 
convince us that we cannot do without 
modern educational technologies which are 
developed abroad because of the shortage 
of labour and its consequent high cost. Much 
of this technology is not being used much 
abroad anymore except computers. But 
because of the low dernand for home com¬ 
puters, many computer companies have gone 
bankrupt. 

The Shastri Indo-Catuulian Institute has 
sponsored two trips for a Canadian aca¬ 
demic, G F Cartwright, who has been telling 
Indian audiences that computers help the 
physiological development of the brain. In 
a paper presented at the seminar on Society. 
Technology and Development he claimed 
that “the computer has a broader role, 
a.ssisting not only in providing education, 
but at a much more basic level, in actually 
developing the nervous system itself’.^ His 
logic is amazing: he quotes studies on rats 
showing that rats who were subjected to an 
“enriched environment” had toter brain 
“development”, therefore childten with com¬ 
puters in their environment would also have 
brains with better neuronal growth! It is 
almost attempted blackmail: if we don’t im¬ 
port computers our children’s brains will be 
less developed than the Canadian children’s!! 

The policy sets grnkt store by hostels. 
Hostels are proposed to be set up at 4i$trict 
headquarters for scheduled castes; residen¬ 
tial schools will be set up on a large scale for 
scheduled tribes; special schools with hostels 
will be there for handicapped childten; 
efforts will be establish sports institutions 
and hostels—and, of course; there will be the 
free residential Navodaya Vidyalayas. Our 
education policy planners seems to' be very 
fond of boarding schools, though they end 
up being very capital intensive. On the one 
hand we say we are short of resources, and 
then on the other we {womote century-old 
expensive British concepts at ideal institu¬ 
tions for our circumstances! 

On a few other issues the policy is just 
plain wrong. The platen daim that the 
“largest tin^e factor.that could help achieve 
Ipopuiation conttoll it the spread of literacy 
and education for wofoen”. This is far from 
clear: in fact, it is an incredibly sinqdistic 
response to a notoritmtly complex socio¬ 
economic problem. The link between educa¬ 
tion and fertility is not that diiect. Why can’t 
the goal of universal fomale education be 
justified in hs own r^tf 

The authon daim ^modern communi¬ 
cation technologies hate the potduial to 
bypass several stages and sequences tp the 
process of devetopmeht endniniend in 
decades. This is outri^ rnbMsh! Tltere te 
absolutely no evidenne any ludi plfoit* 
cutting. A m odpumBifosthm propagiMiat 
Chd daim this in the .d>dles, but no bodt- 


niiiidcido'n dtpert imiild cfa^ih thiS;foidi^.v'' 
Thb evidence is att the contrary: moderh 
commuiiieation technotdgiei can tmly bb a 
minor sup^ement to gwd and cif^ent 
traditiona] teaching methods. It seems we 
refuse to learn anything fiom our own SITE 
experiment, whose follow-up evaluations 
showed that the control groups with no 
exposure to TV often seemed to "learn” 
more than the experimental groups. 

There is a streak of crude ctwuvinism 
running throughout the document. The 
words, “ancient", “spirituality”, “heritage”, 
‘hndem scriptures” and even ‘WentalUm” 
are used many times. Yoga is to be intro¬ 
duced in alt schools. In spite of exhortations 
for the education system to be secular, our 
minorities will certainly not see this docu¬ 
ment as being secular. 

There will be many other objections to the 
document from other quarters—for exam¬ 
ple, the establishment of a national core 
curriculum, treatment of unrest in Univer¬ 
sities as a law and order peoblem, to be 
tackled with the hdp of a Code of Ethics 
for teachers. The policy is a mgjor dis¬ 
appointment after the frank criticism con¬ 
tained in the earlier document “Challenge 
of Education”. 

It is not that I wouldn’t agree with most 
of the good intentions we see in this docu¬ 
ment. I probably would. One takes for 
granted timt our government must have good 
intentions. But if there is one thing we have 
learned m the last forty years in India it is 
that documents with all embredng good 
intentions do not even begin to take off as 
policy. Policy setting priorities, and con¬ 
sidering options: Policy means making 
chokes. And the democratic process is about 
choosing the best of the realistic options that 
have been set before us. I find no options 
in this document. 

I have a sense of exasperation, too, 
because this document sends a strong signal 
to all the young people around the country 
that their partidpation in the “national 
debate!’ was just part of a charade. There 
are so many young boys and girls, young 
men and women, all around the country, just 
brimming with ideas an<j dreams, tnd deeply 
committed to the hardwork that it will take 
to make these real; they have been snubbed, 
and it will be hard for them not to be more 
cynical in the future; What if they now see 
the whole “national debate!' as just anothd 
bonanza for the sarkari educationists, just 
another clumce to jet around the country 
and sir the oflidal word? Can you blame 
them? 

And so we are back where we started, 
almost eight months aga We are left with 
apromissory note of good intentions firom 
our govermnent. 

Now; Can we cash it? 

Notea 
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ANDHRA PRADESH 

Drought: Worsening Situation 

K Ilaiah 


ANDHRA PRADESH is divided into three 
geographical regions, namely, Telangana, 
Rayalaseema and Coastal Andhra, which 
broadly also expresses the economic division 
of the state. Ifelangana is a semi-dry re^on 
which consists completely of dry districts 
like Mahbubnagar, Warangal, Medak, 
^dilabad and Ranga Reddy and Semi- 
irrigated districts like Nizamabad, Karim- 
nagar, and Khammam. Nuamsagar, Sri- 
ramasagar, Nagarjunasagar Left Canal 
provide water to parts of these semi-inigated 
districts. Though two talukas of Nalgonda 
(Miryalaguda and Kodad) are irrigated by 
the Nagarjunasagar Left Canal the rest of 
the district is perennially diou^t prone^ next 
after Mahbubnagar. The entire Rayalaseema 
excluding Kurnool and two tdukas of 
Cuddapah (irrigated by the K C Canal) is 
completely dry and is dependent on rainfall. 
In coastal Andhra the two Godavari dis¬ 
tricts, Krishna and Guntur and parts of 
Nellore and Prakasham are irrigated. The 
three North-east distncu namely. Vishakha- 
patnam, Vijayanagaram and Srikakulam are 
semi-arid zones. In a nutshell, Iblangana is 
semi-dry but basically dependent on rain¬ 
fall. Rayalaseema is a completely dry area 
and totally depends on the vagaries of the 
monsoon. Coastal Andhra is relatively better 
irrigated and rich. The Rayalaseema 
region was declared as a drought-affected 
region in the years 1938 to 1962, 1963 to 
1970, 1973 to 1977 and also from 1979 to 
1983. Between 1900 and 1939 Ananthapur 
district alone was declared drought-affected 
on eleven occasions Of the nine IHangana 
districts four—Mahbubnagar, Nalgonda, 
Medak and Warrangal—have been declared 
as perennially drought-prone. The Central 
Irrigation Commission of 1972 notified that 
out of 70 drought districts in the country two 
are in Iblangana, viz. Mahbubnagar and 
Nalgonda. Districts like Medak, IMuangal 
and Ranga Reddy suffer, if not go dry, even 
after a single dry spell. There are a num¬ 
ber of aborted irrigation projects in the 
region and the Sriramasagar construction 
continues to be unfinished and would 
remain so for some mpre decades to come. 
The Rayalaseema region is historically 
known as nllaseema (stoneseema) and the 
only proposed project is the controversial 
lUugu C^nga and hence there is hardly any 
scope of irrigation in near future. 

A bird’s <ye view of the 1981 census of 
Andhra Pradesh would give us a clue to 
uodentand the peopVs oonihtion dining the 
normal productive years. Accotding to the 
census the total populadon of Andtea 
Piadsnb is 3,33,92.605. Of the total popidn- 
tion, agrieuUural ttfio«rers ooitttitute 
(2^91419 dtist U 13.47 per cett'of^lw^ 


live on agricultural wages. This number ex¬ 
cludes the annually employed yeefos in the 
state. Apart from this, of ^ total popula¬ 
tion. 12,27,283 people depend on rural 
household industry. The living standards of 
these handicraft workers is in no way better 
than that of agricultural labourers. Though, 
according to census 73,70,893 are said to be 
farmers, more than 30 per cent are marginal 
farmers who, in a majority of districts with 
just one adverse mansoon get pushed into 
the agricultural labour cmnmunity. A recent 
study conducted by the Centre for Economic 
and Social Studies, Hydentoad has shown 
that of the total populauon of the state (the 
study used the 1971 Census) 33.17 per cent 
people are not in a position to spend even 
Rs 30 per month on food, clothing, main¬ 
tenance, etc. The fixation of spending 
capacity of Rs 30 (the study has drawn this 
as the poverty line) per month is done based 
on the 1977-78 price index. Family-wise 
according to the same study, 44,49,000 
families (3114 per cent) rot in such bad 
economic conditions. Over and above this, 
the major drought began in 1984-83 and 
continued in a more aggravated form during 
1985-86. 

1984-85 Drought 

After the formation of the Vishalandhra 
state this is the Hrst major drought. Accor¬ 
ding to the official statistics, of the total 330 
talukas, 230 talukas have been declared 
drought-hit and crops worth Rs 8S0crore are 
said to have been damaged. But this is a 
gross underestimation of the loss. Of the 
total 1.10 crore hectares of anriile land seeds 
were sown in only 33.27 lakh hectares, leav¬ 
ing 60 |>er emit of the land barren. If this 
was the picture at the sowing level, the 
reports that appeared from dURxmt districts 
in the press, afW the seeds were sown, have 
a staggering picture to present. 

The Odlector of Kurnool district declared 
that Rs 331 crore worth crops had dried up 
in the district. If this was the condition in 
Kurnool, in the drier districts of Rayala¬ 
seema namdy Ananthapur, Chittoor and 
Cuddi^ah the condition would be anybody’s 
guess. The Situation in Ifelangana -was no 
better. For example in Wsrangal districi out 
of 4,3(X) percolation ranks 3,700 tanks had 
no water throughout the year. In Medak 
district even under the Nallm'agu project in 
about 6000 acres the crop had dried up. The 
Nizamabad district Collector dedand that 
crops worth Rs 21.79 crore got damaged 
because of the severe drought. About Karim- 
nagar, Andhra Bhoomit a Iblugu Daily 
reported tint in several talukas the crops 
were eeinpietely dried ufx The Collector of 
IQiaiomam db^ ^daied that because of 


low rainfall in the distnct crops worth 
Rs 25.67 crore had got damaged. 

This being the situation in relatively wet 
districts one can easily guess about the titua- 
tion m Mahbubnagar and Nalgonda district 
which, are perenmally drought-hit. For ex¬ 
ample a study on irrigation wells cmiducted 
by a team on behalf of the Karuvubadita 
Ryoranga Committee of Nalgonda district 
at the end of 1983 presented a startling 
picture. As the Ikble shows in five villages 
chosen randomly if there were 460 agri¬ 
cultural wells from which water is drawn 
either by a mala (a traditional method of 
drawing water to irrigate four-five acres with 
the help of two bulls and a big bucket) or 
by a pumpset, 372 wells had become com¬ 
pletely dry. Out of 460 weiis only 32 were 
in a position to irrigate one-two acres and 
only 36 wells were in a position to irrigate 
1/2 an acre. This is because this area has 
been drought-affected from 1978 onwards. 
And later reports indicated that by the end 
of 1984, except a dozen wells of landlords 
who could afford to dig bore wells in already 
deeply dug wells, all the remaining wells ran 
dry. As a result drinking water for people 
and cattle became a major and immediate 
problem in the area. And hence, hundreds 
of peasant families had to migrate to 
Hyderebad only to find themselves in a mess 
of joblessness. By the end of 1983 the con¬ 
dition of wells and percolation tanks in 
drought districts (ike Mahabubnagar and 
Anathapur was no better. 

The 1984 drought did not leave the 
Coastal districts untouched. In Nellore 
district out of 2,99,436 acres of arable land 
only 1,28,738 acres were cultivated. In W»t 
Godavari district in 13 revenue firkas crops 
had got damaged. In Mundur firka of Eluni 
taluka out of 23 thousand acres of arable 
land only in 11 thousand acres seeds were 
sown. Of the sown land eight thousand acres 
crop dried up by the end of September 1984. 
The East Godavari district Collector dedared 
that there was a loss of crop worth Rs 22 
crore. Further he declared that even the crops 
under Pumpa reservoir had also dried up. 
North-eastern districts (Vishakbapatnam, 
Vijayanagaram and Srikidtulam) which the 
government claimed to be free from drought 
were also affected. According to an Economic 
Tma report, in Vishakbapatnam district 
alone there was a loss of crops worth Rs 17 
crore. Enadu.a Iblugu daily estimated that 
in Vijayanagaram district there were crop 
losses of Rs 16 crore The same report said 
that crops under Mattigadda and Vattigadda 
reservoirs had also been damaged because 
of water scarcity According to a Newsiime 
survey in Srikakulam district Tbddali, 
Ichapuram, Sompeta, Narsannapeta, Srilu- 
kulam, Palakonda and ftupatnam talukas 
were severely affected. 

Causes of 1984-83 drought 

According to meteorologist's estimation 
during this crop year there was an average 
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tow rainfall of 20 to 60 per cent in all the 
districts. Year after year the rainfall in the 
state has been declining. One of the reasons 
for declining rainfall is disturbance in the 
ecology. Both the traditional observation 
and scientific studies agree that there is a 
relationship between forests and rainfall. 

According to the 1983 statistical abstract 
of Andhra Pradesh, in one single decade 
(from 1972 to 1982) 1032 .sq km lorest land 
was denuded in the state, leavrng only 63,971 
.sq km of .standing forest. Of the total stan¬ 
ding forest even by conservative estimates 30 
per cent would constitute only herbs and 
shrubs. Even assuming that the entire forest 
IS tall tree forest, at the present rale of 
denudation, within the six decades the entire 
forest could be cleared off. Who are the 
main dcnudcis? Even though the tribals and 
the peasantry use forest for family needs the 
main denuders are government contractors. 
And thus, the state is responsible for this 
ecological imbalance. While the denudation 
of forests indirectly contributed to drought 
there arc two direct and immediate cause.s 
for the 1984-85 drought; (I) breaches to the 
canals and tanks and (2) inadequate supply 
ol power to the agrarian sector. 

It is well known that there was a power 
struggle between N Uhaskar Rao and 
N T Kama Rao in August, 1984. This is one 
struggle in which the bureaucracy also 
covertly participated. By August 1984, 
within one and half years of rule, NTR could 
create enough enemies and also followers 
within the bureaucracy. Hence at the time 
of the struggle one group of bureaucrats was 
deeply involved in saving Bhaskar Rao and 
another group in reinstating Rama Rao. The 
less we talk about the open stands of the 
police department the belter. In the process 
the administration was left to the winds. Un¬ 
fortunately exactly during this period there 
were heavy cyclonic rains. Because of these 
rains some of the canals of major reservoirs 
like Nagarjunasagar, Nizamsagar and 
K C Canal had been breached. Neither the 
Bhaskar Rao government nor the NTR 
government, which got reinstated in 
September, bothered about the breaches. 

The irrigation engineers seem to have 
made use of the situation very well—not that 
they were less corrupt earlier. In fact the 
irrigation department is notorious for its 
conduct. Because of such breaches the 
paddy crop in lakhs of acr“s were affected. 
The money and maryada (respect) of the 
peasants did not save the crops. Out of 
frustration the farmers of Nelafcondapalli 
(Khammam district) attacked the residence 
of the chief engineer of Nagarjunasagar Left 
Canal. But to no avail. In lakhs of acres the 
crops dried up. Commenting on the situation 
Andhra Bhoomi said "Because of major 
breaches to Nagarjunasagar Left Canal at 
Tatteguntia crops in Svy lakh acres got 
damaged". The situation under Nagarjuna¬ 
sagar Right Canal, Nizamsagar and K C 
Canal was no better. A report in Andhra 
Prahha said “The main source of irrigation 


in Kurnool iv K C Canal but it had niajoi 
breaches in'the crucial month of 'Vugusi 
because ot whiclf the agricultural aciivitie.'- 
under the Caiul came to a standstill!' About 
the situation under Nizamsagar there wcie 
not only reports of breaches and negligence 
of engineers but also about the nianipulu- 
tion of water by the engineers. Complain- 
inp about 'he ciigiiieciv o< Sriraiiiasagar pio 
ject Vemula Pcrumallu a lelugu Deshaiu 
activist of Kaiimnagar disihci said “When 
there is a severe droughi in the sri'te :he cor 
rjuption ot ihc officials is adoiiig vjlr to the 
wound. The laimcts ot Regunta, Vcinralb. 
Ciorrcpalli, N'eiikataraopct and \tidii"hii- 
garam requested the engineers several liines 
to supply wriicr. But the eriginecrs did not 
bother. When the farmers attempted to ques 
tion them further they threatened the 
farmers saying “you are all Na.xalites and it 
you talk like this we will lodge complaints 
against you with the police’’. 

We cannot go into details about the 
breaches to the tanks for want of space here 
but it is sufticieni to state tiiut during 
1983-84 in Adilabad district alone 181 tanks 
had been damaged by breaches. And 
according to Andhra Bhoomi till the end of 
September 1984 “not a single tank was 
repaired". 1 he story repcates itself in every 
district in Telangana and Rayalaseenia. 

In January 1984 the state government had 
declared a 25 per cent cut in the supply of 
power to the agrarian sector. Av a result the 
electricity department slopped supply of 
power in the day time. Supply was assured 
only in the nights. The mass consumption 
of power in the nights created further com¬ 
plications. On the one hand the power 
supply was inadequate and irregular on the 
other the substations and transformers were 
ill-equipped. This irregularity and low 
voltage of power caused burn-outs of 
hundreds of transformers and thousands of 
electric motors. Once the motors are burnt 
the small farmers are not only burdened with 
repair charges and travelling expenses but 
also burdened with the loss of crop. Thetc 
were rallies and agitations against the low- 
voltage problem. For example, on February 
24, 1984 in Motkuru taiuka of Nalgonda 
district there was a mass rally of 25.000 
people under the leadership of Ktuuvubaditr 
Ryotanga Committee demanding better 
supply of power and installation of more 
TableiCondition or laaioAinoN WeumnFivk 


and bitter transformers, etc Thus, because 
of the power problem during the 1984-85 
crops in thousand.s of acres were destroyed. 
On top of this descended the 1985-86 
drought. 

1985-86 DRtH;f..H't 

1 hroughoul 1984-85 the starved and semi- 
slatved masse- .survived with the hope thai 
there would h, early rams during the 1985-86 
crop yea.' .As ataik.ipaied by ttie peasar.t.s 
ihe't wfrs- shove/, ir. the second week o-* 
luiiv. ,-'is ;tir .lioweis" emm the peasants cscii 
m I',!, a diti' uit -.iiuation had ir> m.;kc 
perepai.it .'oils fo' «cw ing seeds. Pl.ey fii/ck; • 
oromid riioin"- aiKi tram lenders. One*-. 
major pioblvii.'s ot :)ie sn-.ali j-easar./s v/.Vk 
bii'-iiig j prti. of htji;., as they had b-?CTi ■ '/ ■ 
ced to s- II their cattb .. butcher markets for 
want 01 toddci some tew months before. The 
irageds was that a pair of bulls ss'-.d in 
February at Rs 3tvj.-4tKj, ij, June after the 
showers came, tlie same were sold at 
Rs l(X)0-1200 Earlis'r if every peasant had 
been a seller, now eveiy peasant had become 
a buyer and there were hardly any sellers. 
There were cases where the women .Had to 
sell the mangalasulras in order to buy bulls. 
However, as the rains were uniform all over 
the suite, the peasantry had sown seeds of 
kharii vrop by the end of June. 

But the early rains resulted iti more 
disaster. After June, the rains completely 
failed The law rainfall varied between 23 
and 66 per cent in different districts. 
According ic government estimates, the loss 
ot crop dunng this year is more than what 
it was last year and hence the state govern¬ 
ment asked the Centre for Rs 608 crorc 
towards relief. This is almost double the 
amount asked last year. Out of 1104 mandals 
600 mandals were declared drought-affected. 

To make the point clear let us see the level 
of rainfall at least in one district. For 
cKiniple in Ananthapur district if the normal 
rainfdl is 379.7 mms this year it was only 
162 mins--57 per cent less than the norm^ 
rainfall. As a result according to one report 
“more than half of the total 1S5 PWD tanks, 
1078 panchayat raj tanks in the district have 
no water at ^l." The situation under minor 
irrigation projects is no better. For example 
undet the Feiukacherla dam in the entire 
ayacut of IS,00U acres, the crops dried up 
inunediately after the. seedi were sown. 


Name of Village 

Ibtal Number of 
Agricultural 
Wells in Village 

Completely 
Dried Up WeUs 

Number of Wells Number of ^Us 
which Could which Could 

Irrimite Irrigate 16 Acre 

1 to 2 Actes 

1 Kuiella 

235 

207 

8 

20 

2 Tbkkapuram 

120 

83 

13 

24 

3 Narsapuram 

SO 

35 

3 

12 

4 Raghavapuram 

30 

25 

5 

NO 

5 Paimkabanda 

25 

22 

3 

NR 

Total 

460 

372 

32 

56 


Sourvr. Pochampadu Kumbhakonam, pubUshed by karuvidiBdha Ryotanga Committefy 
Natgondaiii, 1983. 
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FCONOMIC AND POUTICAL WEEKl-V 


Under 36,000 agricultural i^ells, 10,000 bore 
wells 90 per ..cnt land remained barren 
Gioundnui weds were sown in 12,57,156 
acres but by the «,iid't September the entire 
i.ro|>s hat' dr ed ui Tawar wav sown in 
SJ,551 atres but ir aires crops ur .r 
i.li' ei dri> d I'p a> d i' the remainint, land 
'ms lomm,' vop ime op riuija wav «ov n 
ui 000 acuv vt a the -nur • < rop dried up 
Korra setdv "Pie vowt> n '2 OOC «. c irJ 
s bn a nunen ir l-HA'O ircv th 'j 
dried up Fht vtcrv repetts itself in w tia( 

d jvritis 

LiFi IS Dioi cur ARtikv 

1 be living conditions ot th' agricultural 
labourus, mirgmal farmers and artisans are 
deteriorating da> bv day Labour migration 
m ail the drought iffected districts has 
become a major problem Commenting 
about the seiiousncss of migration one 
^ Iblugu daily wrote, “Even in up land 
drought affected areas of Guntur district 
(Ountur IS a relatively nch district) the 
agricultural wages have (alien very sharply 
In fact in many talukas no work is available 
As a result labourers ind small peasants are 
trekking long distances on foot in search of 
work as thev have no money to meet the bus 
fares" A labourer in Nizamabad district 
talking to a press reporter said, “Earlier we 
were getting Rs 20 per day (nprmally wages 
in Nizamabad district are higher than in any 
other Telangana district) but now we are 
working even for Rs 3 a da/' 

Viii il Raju Sarpinch or (jundur (Nara 
van tkhed taliisa ol Modak divtriut) told the 
OPDR team, that out of 750 voters legi 
stered in the voters list only 388 voters were 
currently living in the village and the te 
maining had roiurated m search of work In 
vet another village called Karasuguthi out 
%ot Its 2,000 population 600 persons had 
migrated Those who remained in the village 
were children, the aged and women The 
OPDR team also observed that in Narayana- 
khed area families which own 50 to 100 acres 
of land were also starving Similarly accor 
ding to a press report from a village called 
Ralla Ananatharam of Ananthapur district 
out of Its 1,000 population 700 migrated to 
Karnataka 

The Karuvubadita Ryounga Committee 
of Nalgonda district estimated that in 
Motkuru area, one of the severely drought 
affected areas of Nalgonda, about 50 per 
cent of Scheduled Castes and Backward 
Castes in every village had migrated to 
Hyderabd And most of the migrated people 
have become either construction workers of 
nckshaw-puUcis and invariably live id slums 
The mass migrants belonging to Mahbub- 
nagar distnct (who are popularly known as 
Palamur labour) are also flooding Hydera¬ 
bad The majority of Old people who 
mignte to Hyderabad became b^gars. 

Andhra Pradesh began to witneis starva- 
tum deaths from 1984 omwaidt. The mudt- 
publicised progtamme of rice tt Rs 2 a 
kiiognmnw is u^le to save the people from 


starvation, because thousands of landless 
lahouiers in the rural bolt have no way to 
earn even two rupees a day In April 1985, 
the OPDR in the course of its investigation 
in the displaccc' villages under tlir Snsailam 
proieci discovered live starvation deaths in 
a single Milage called Soinashila ^ hen im 
proper rehabilitation s added to reeling 
dicught 'he people n* ihis area found 
themselves in a deain irap It is worth 
■vamtning these five starvation deaths in 
some detail 

Prda Sunkalaiah, the brother of China 
Sunkalaiah who died due to starvation, in 
formed the OPDR team that his biothci died 
after starving for fisc days continuously 
Unable to beat with the starvation he 
tunped in the Krishna iiver and died He 
had lived by begging for some tune Even 
that became impossible in 1985 because of 
severe drought Ciuntakunta Sheshimna also 
died because of starvation Her son told the 
C^PDR team, “Now we have nothing to fall 
back, my mother, my wite, my five children 
and 1 were surviving on the petty amount 
ot money I was earning by seUing firewood 
I carry on my head I or one headload of 
fiiewood we get only Rs 2 here As a result 
the family used to starve for days together 
My mother who was an asthma patient 
unable to face constant starvation jumped 
in the Krishna river and died” C hand Pasha 
(18) who had seen starving for several days, 
had gone to the lorest to cut wood to make 
some money After going to the forest he fell 
on the ground and died Oolla Sunkalaiah 
and Hanjana Kurumaiah also died ot 
starvation 

At the end of 1985 reports appeared in the 
Press about starvation deaths m Ananthapur 
distnct In Borampalli village Hanuman 
thakka survived for some lime by eating 
leaves and shrubs and ultimately died ol 
starvation 

Condi I ION op Cattie 

According to the 1983 Andhra Pradesh 
bovine census report there is in all a bovine 
population of 2,18 II233 in the state 
Of this bovine population cattle consutute, 
1,31,17,151 and remaining are buffalos The 
presence of a luge number of cattle only 
indicates the dependency of agnculture on 
cattle This also corroborates with the fact 
that there are only 21,086 tractors as against 
34,59,290 ploughshares (wooden and iron) 
It IS also observed that of the total tractors 
about 30 per cent are used for non-agri 
cultural purposes In spite of such a heavy 
dependency on cattle, the cattle in the state 
are normally Ul-fed and weak because even 
during the normal productive years fodder 
IS a major problem In Iblangana and 
Rayaiaseema districts the condition of the 
cutle IS wrorse For example, in Narayana- 
khed uea the OPDR team noted, ‘The 
lambada tnbalsof Ramnagu Ihnda have to 
walk 3 km to reach a well, draw water Dorn 
ft and make their cattle drink” There is an 
acute shortage of fodder and hundreds of 
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cattle are mere skeletons In fact the tnbals 
said “We were hoping to kill the cattle one 
by one and survive on beef but as there is 
no fodder for the cattie they all mi^ die at 
a time!’ In Ananthapur, Mahabubnagv and 
Nalgonda also thousands of cattle have been 
sold to butchers In fact there are cases where 
well cared for young cattle were sold tn (he 
caitle marirets (called Angallu m Andhra) 
and the butchers broke the legs of healthy 
cattle to pack them into lorries in the 
presence of the ex owners Unable to with¬ 
stand the torture of their cattle some 
peasants even commuted suicide (hronuer, 
February 22. 1986) 

One of the major and pressing problems 
ot drought affected people is drinking water 
In several rural areas people are forced to 
drink muddy and unhygienic water In this 
situation on can imagine what happens to 
bathing and washing clothes It is true that 
the government attempted to dig bore wells, 
but most of these bore wells are useless 
thanks to contractors, even if a bore well here 
or there works it is impossible to drink the 
water because of the permeation ot iron 
from the low quality iron pipes used for the 
bore wells The government so far has not 
taken any concrete measures to provide 
drinking water in the rural belt 

While this IS the situation with regard to 
drinking water in rural Apdhra Pradesh, 
Hyderabad city is also affected with acute 
drinking water shortage. Never before in the 
living memory ot the people of Hyderabad 
has there been such severe problem In 
December 1985 the government “all of a 
sudden announced that water would be sup¬ 
plied to each locality once in two days and 
that too for one to two hours a day This 
IS a problem which the government was well 
aware of much in advance” Because, the 
mam sources, Oandipet tank, Manjira 
Project and Himayat Sagar have not 
gathered enough water as there was no 
aequau rainfall This was one reason why 
the Mohalla voters voted against NTR in the 
Municipal elections en masfe 

RLLIIE MkAStJKLS 

During the 1984 85 drought year the state 
government estimated that there was a loss 
of Rs 850 crore worth crop and asked the 
Centre for assistance of Rs 350 crore But 
the Centre had sanctioned only Rs 32 crore. 
During 1985 86 the government asked for 
Rs 608 crore assistance But the Centre had 
sanctioned only Rs 31 crore The state 
government from its exchequer released 
Rs 6 crore towards relief In all so far, 
Rs 69 crore have been released to tackle the 
drought problem As against the gigantic 
drought problem, the money released both 
by the Centre and state governments is 
meagre Why is it that the Centre had sane 
tioned such a small amount (Rs 63 crore as 
against Rs 958 crore asked by the sute 
government** the Centre seems to have 
decided to use this situation to crush the 
“arrogant” NTR government Though the 
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drought in Andhra Pradesh is as gigantic as 
it is in Karnataka or Gujarat there is no coni' 
parison between the assistance provided to 
these states and Andhra. This is where the 
States arc at the mercy of the Gentry The 
Congrcssfl) government at New Delhi, while 
playing the dirty politics in a calamitous 
situation like this, docs not seem to realise 
that it is only playing with the lives of the 
poor masses. 

The .NTR government on the other hand, 
has been merely accusing the Centre for not 
providing adequate finances for drought 
relief while it has itself failed to use the 
•limited’ resources to tackle the drought pro¬ 
blem. For example, the lakhs and crores of 
money spent on the Mahanadu, Film 
Festival, beautification of city, etc, could 
have been spent on improving drinking water 
facilities in the city. Had there been a 
political will and genuine concern for the 
drought-affected the government could have 
easily convinced the Tirupathi Devastana 
Committee to divert the Rs 6 crore spent for 
an imported diamond crown to Lord 
Venkateswara. But under the NTR govern¬ 
ment, it appears, gods have priority over 
people. Of course, Rama Kao himself thinks 
that he is a representative of god and it is 
his right to rule the Iblugu people as he likes. 

The Rs 2 a kilo rice scheme is the only 
saving grace.. But there are a number of 
maladies in its implementation. As the state 
government realised that the Centre was 
planning to sabotage the state government 
using its grip over the purse the latter went 
on modifying the scheme in order to save 
as much money as possible. Initially NTR 
said that all the families whose annual 
income does not exceed Rs 6,000 would get 
2S kg rice per month. With this yardstick 
the government issutxi 10 million green cards 
in the state. These cards covered 30 per cent 
of all families. To cover the 10 million 
familie.s the government was to procure 
2,25,500 tons of rice involving an expen¬ 
diture of Rs 400 crore per annum. In order 
to cut the expenditure, after one year, the 
government raised the bogey of bogus cards 
and in an unscrupulous operation of 
officialdom three million green cards were 
cancelled. Even in drought-affected areas 
there was no new enrolment. As a result 
several families of marginal and small 
farmers whose income then was considered 
to be above Rs 6,000 per annum but became 
migrant labourers because of drought have 
no way of obtaining the ric& In fact because 
of increased corruption and black marketing 
about ‘/} of the rice quota does not reach the 
villages at all. While this is the fate of the 
rice scheme, the prices of other essential 
commodities have increased 100-120 per cent 
during NTR’s rule. Thus, the much publi¬ 
cised Rs 2 a kilo rice scheme is no longer 
doing wonders. . 

As has been discussed cattle are the most 
affected by drought. But the government has 
hardly taken up any relief measures. It is also 
unfortunate that no parliainentary party has 
come out with ami^-tmposal for cattle 


nrtiabilitation. Only one levdotioitary group 
published a booklM entitled “Prabhutusamii 
Shrustinchina Karuvu-Nivarankai Pcaadandi” 
(The Drought ('tcated by the Government 
Fight for Relief) in which some measures 
were suggested to save the cattle. The same 
group has oiganited dharnas in front of 
Ananthapui Collector’s office. The Col¬ 
lector promised to start at least one ’ma.s$ 

OBITUARY 


S KUMARASUNDARAM was one member 
of that team, dedicated, brilliant, innova¬ 
tive, helpful, which made ICICI a true 
development financial institution for in¬ 
dustrial growth. He was an economist in the 
Reserve Bank of India for 15 years before 
he joined ICICI in 1963. James Raj knew 
him and he recommended him as suitable 
for ICICI in a senior capacity. In the growth 
and rise to fame of ICICI, his contribution 
was solid and definitive, if somewhat un¬ 
obtrusive. He was a valued colleague, single- 
minded in the performance of his duties and 
widely respected in the organisation as well 
as outside by clients and the business 
community. His deep allround experience in 
ICICI shaped him into the role of a profes¬ 
sional business executive. 

He served in various capacities in ICICI 
and rose to be Joint Managing Director, the 
number two position. He resigned from 
IPICI in 1982, after a service of almost 20 
years. 1 came to know him closely for about 
12 years but my relationship remained close, 
even after my retirement from ICICI till his 
life ended suddenly and prematurely on 
May 11. His involvement in the affairs of 
ICICI was complete and wholehearted. He 
had to deal increasingly with sick industrial 
units and industries and he amassed a wealth 
of valuable experience in that complex field. 

ICICI has published several monographs 
of high quality during its existence of now 
over 30 years. Kumarasundaram wrote; in my 
view, one of the best of them under the title 
“Problem Projects and Their Rehabilitation; 
ICICI Experience”. Therein he brought out 
lucidly ICICI’s efforts to rehabilitate sick 
units financed by ICICI along with other 
institutions. Though published in 1977, this 
publication deserves attention even today as 
it puts in perspective the variety of trouble- 
spots in industry and how they react on each 
other and the efforts required to be made 
to rehabilitate such units, some’with success 
and some unsuccessfully. Had Kumara¬ 
sundaram been spared to us, I would have 
liked him to write on industrial sickness 
keeping in mind the number of subsequent 
developments in the financial world with 
which he remained in close touch. The 
growth of merchant banking, of equipment 
leasing, the formation of new finance com¬ 
panies and other developments have added 
a new dimension to the problems of re- 
babilitation of iuduitriol unhf,, large and 


cattle feed ceintt^ at each Mandal. After a 
few days, the chief minister announced that 
the government is going to provide free 
fodder in the drought-affected districts. Vat 
nothing concrete has been, done so far. In 
fact, in most of the drought-affected villages 
the small and marginal farmers have sold oui 
their cattle and hence nobody knows how 
they will sow seeds if there are rains this year. 


small. The fast-changing fmanciai market 
and the widening nature of new institutions 
are providing new opportunities and creating 
new challenges for all to show their in¬ 
novativeness and creativity. 

After leaving ICICI Kumarasundaram 
became Chairman of the Advisory Commit¬ 
tee of the Chartered Bank and he left that 
high position to assume Chairmanship and 
Chief Executiveship of the Bank of Madura 
where he played a dynamic role. 

Kumarasundaram was a man of low pro¬ 
file, almost a shy, unpretentious person. He 
sought no publicity. He put his soul into 
whatever he did. His writings are marked by 
clarity of thought and expression. His 
genuineness, simplicity and integrity brought 
him allround respect and regard. 1 re¬ 
member, as a nominee of ICICI on the 
Board of National Rayon during a critical 
period he showed extraordinary courage and 
determination in dealing with the situation 
and took a firm stand against those who 
managed the company. 

Kumarasundaram was a frequent contri¬ 
butor to Economic and Political Weekly on 
subjects in which he had specialised, viz, 
balance of payments, economic controls, the 
Indian financial system, equipment leasing, 
corporate take-overs, and related issues. 
While some were written under his name, I 
believe he contributed more often. His grasp 
of economic problems was sound. His 
writings were excellent in content as well as 
style. 

He took a keen interest in the IMC 
Ecopomk Research and Training Founda¬ 
tion and made a valuable contribution to its 
work. He prepared a keynote paper for a 
Seminar in 1982 on ’’Ewhange Control in 
India” where he argued for simpUncation 
of the exchange control system in India. The 
paper deserves to be read even today. He 
had also prepared a paper jointly with 
N J Jhaveri of ICICI entitled “Attracting 
Investments to India from the Gulf Coun¬ 
tries: Some Issues” for a Colloquium on 
“Culf Oil Countries and India: Ihide and 
Invesunenu” sponsored jointly by the IMC 
Research Foundation and ICRIER in 
November .1983. 

Time takes its own toll but it is sadio 
think that a promiri^ career has been cut 
shcftt when it stilt had so much of its btist^ 
to contribute ' 


S Kumarasundaram 

H T Parekh 
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PERSPECTIVES 


Simone de Beauvoir 

NiU Suighvi 


THERE is no such thing as a rtatuni death; 
nothing that happens to a man is ever 
natunl, since his presence calls the world in¬ 
to question. All men must die; but for every 
man his death it an accident and, even if be 
knows it and consents to it, an unjustifiable 
violation;’ C‘A Very Easy Death”) 

On April 14, 1986, Simone de Beauvoir 
succumbed to this violation at the age of 78. 
Death and old age recurred in her writings. 
“Death is common to all of us, yet each 
individual faces it alone ... My greatest 
wish was to die with the one I loved; yet 
though our bodies might lie aide by side, 
such contact would remain illusory. Between 
nothing and nothing there can be no bond;* 
Elsewhere she wrote, "Death is no longer a 
brutal event in the far distance; it haunts my 
sleep ... One after the other, thread by 
thread, they have been worn through, the 
bonds that hold me to this earth, and they 
are giving way now, or soon will... Either 
I shall see Sartre dead, or 1 shall die before 
him. It is appalling not to be there to con¬ 
sole someone for the phin you cause by 
leaving him. It is appalling that he should 
abandon you and then not speak to you 
again. Unless I am blessed by a most im¬ 
probable piece of good fortune; one of these 
fates is to be mine. Sometimes I want to 
flnish it all quickly so as to shorten the dread 
of waiting!’ 

Simone’s success as a novelist (she 
published her first novel "She Came to Stay” 
in 1943 and won the Prix Goncourt in 1954 
with “The Mandarins”) has been over¬ 
shadowed by her contribution to the feminist 
movement. Her study on the condition of 
women, ‘The Second Sex”, was published 
in 1949. Although iu impact was not im¬ 
mediate; it did form the basis for deman¬ 
ding women’s tights, an important feature 
of the radicalism which emerged in Europe 
and America in the 1960s and 1970s. 

In “Force of Circumstance”, the third 
volume of her autobiography, Simone men¬ 
tions that she was ‘^mnpletely taken aback 
by the fiiss it [“The Second Sex”] provoked 
... The vi«dcnce and level of these reactions 
left me perjdaed:’ She exi^ained die dreum- 
stances that led to the conception of the 
book, “h was conceived almost by chance 
i.. >Umting to talk about mysdf, I became 
fnnuc that to do so I should first have to 
deaeribe the condition of woman in general;’ 
Sgroc hnd Boat encouraged her to examine 
the sgblcm.ftom an ai]^e$-*^rom myths to 
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of her findings in the form of essays in Les 
limps Modernes. She wrote, “1 hadn’t 
expected tb become involved in writing such 
a vast work ... 1 began to took at women 
with new eyes and found surprise after 
surprise lying in wait for me. It is both 
strange and stimulating to discover suddenly, 
after forty, an aspect of the world that has 
been staring in youi face all (he time which 
somehow you have never noticed;’ But her 
early involvement with the subject was at a 
purely theoretical, analytical level. In fact in 
the Introduction to “The Second Sex” she 
wrote, “We should consider the arguments 
of the feminists with no less suspicion, 
however, for very often their controversial 
aim deprives them of all real value ... If 
wc are to gain understanding, we must get 
out of these ruts; we must discard the vague 
notions of superiority, inferiority, equality 
which have hitherto corrupted every dis¬ 
cussion of the subject and start afresh!’ She 
explained in her autobiography, “1 should 
have been surpri.sed and even irritated if, 
when 1 was thirty, someone had told me that 
I would be concerning myself with feminine 
problems, and that my most serious public 
would be made up of women. I don’t regret 
that it has been so. Divided, lacerated, in a 
world made to put them at a disadvantage, 
for women there are far more victories to be 
won, more prizes to be gained, mote defeats 
to be suffered than there are for men. I have 
an interest in them; and I prefer having taken 
a limited but real hold upon the world 
through them to drifting in the universal!’ 

As late as in 1963, Simone had said, “I 
never cherished any illusion of changing 
woman’s condition; it depends, on the future 
of labour in the world; it will change 
significantly only at the price of a revolu¬ 
tion in production. That is why I avoided 
falling into the trap of feminism. Nor did 
I offtf remedies for each particular problem 
1 described. But at least I helped the women 
of my time and generation to becpme aware 
of themselves and their situation!’ Over the 
luxt decade, howeva, she became increasing¬ 
ly involved with feminists. And she had the 
courage to accept that her views had evolved. 
She candidly wrote in the last volume of her 
autobiography, “All Said and Done”, “Now 
when I speak of femiaism 1 mean the fact 
of $truggiiiig for specifically feminine claims 
at the same time as Carrying on the class- 
war; and I declare myself a feminist ... I 
used to ttiiiik that the eiaat-war should take 
pfedg de nce over the struggle between sexes. 

-RiijiiMped" sad PolMeal WeeUy 


Now 1 think that they should be carried on 
together ...” Further, “The reason why 1 
have taken part in demonstrations and com¬ 
mitted myself to specifically feminist 
activities is that my attitude with regard to 
women has evolved. As far as theory is con¬ 
cerned, my opinions are still the same; but 
from the point of view of practice and tac¬ 
tics my position has changed ... Personalty 
or through their writings, 1 have met a great 
many femini.sis whose opinions are the same 
as mine, and that is why it has been possible 
for me to take part in their activities, as I 
have recounted, and to connect myself with 
their movement. And I have every intention 
of continuing to do so!’ 

She kept her word. In 1972, she helped 
found a society called 'Choisir' to promote 
the cause of abortion and contraception on 
demand. In 1974 she was elected president 
of the 'Ligue du Droit des Femmes'. She 
refused to have anything to do with the UN 
Women's Year .since she felt that the Mexico 
Women's Conference had been designed 
only to integrate women into a masculine 
society. Instead, she extended her support 
to the alternative Revolutionary Feminist 
Congress in Brussels. She made ‘revolu¬ 
tionary feminism’ one of her favourite 
causes in her later years and espoused it 
through her articles, interviews and editorial 
contributions to Ijes limps Modernes. 

Simone was aware that one of the mis¬ 
understandings created by ‘The Second Sex" 
was that people thought she denied the 
differences between men and women. She 
explained that this was not so; “On the con¬ 
trary, writing this book made me even more 
aware of those things that separate them; 
what I contended was that these dis- 
similaritie.s were of a cultural and not of a 
natural order!’ She was also aware that some 
men at least viewed women as human beings 
and understood that her book was not 
against men; “I had many male friends 
whose eyes, far from imprisoning me within 
set limits, recognised me as a human being 
in my own right ... talked to men who ... 
behaved towards me with greater courtesy 
than they did towards members of their own 
sex. I was encouraged to write “The Second 
Sex” precisely because of this privileged 
position. It allowed me to express myself in 
all serenity ... I had nothing against 
anything except the words I was quoting. It 
is strange that so many intellectuals should 
refuse to believe in intellectual passions!' 

Despite her clarifications and explana¬ 
tions, misunderstandings about “The 
Second Sex” persist. For those who have not 
read her works carefully, her views on the 
emancipation of women need to be re- 
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iteiateJ “ To cmanbipaie woman is lo retuse 
to continc her to the relation she bears to 
men, not to deny them to her, let her have 
her independent exisitnee and she will 
continue nonetheless to exist lor him also, 
mutually rceognismti each othei as subject 
each will yet remain tot the other an other 
The reciprocity ot then relations will not do 
away with the miracles -desire possession 
love, dream adventure —worked by the divi 
Sion ot human beings into two separate 
categories, and the words that move us - 
gicing conqueiing uniting will not lose 
their meaning On the eontiary when we 
abolish the slavery ot halt oi humanity, 
togethei with the whole system of hypocrisy 
that It implies then the division of humam 
ly will reveal its genuine signiliean e and the 
human couple will tinJ its true torm ’ 

Others had accused Simone ol preaching 
sexual promiscuity for them she wrote, "At 
no point did I ever advice anyone to sleep 
with just xnvDiie at any time, my opinion on 
this subject IS that all choices agreements 
and icfusals should be made independently 
ot institutions, conventions and motives ot 
sell aggrandisements lor Iter, balanced 
couples weie not a utopian fancy “Such 
couples do cMst sometimes even within the 
ftamcwoik ol inairiage, most otten outside 
It Some mates are united by a strong sexual 
love that leaves them tree in their friendships 
and in their work, others are held togethei 
by a friendship that does not pret lude sexual 
liberty, mote rare art those who are at oiicc 
lovers and friends but do not seek in each 
Other their sole reasons tot living" 

She was aware that her relationship with 
Sartic vv IS controversial, that she was called 
*1 a giande Sarireusc’ or ‘Notre Dame dc 
Sartre \t times it was unpleasant “ To pro 
vide food for gossip to titillate cuiiosity— 
that I did lind repugnant On the whole 
however, I wasn’t affected by malice ” For 
she had cAove/i a relationship outside 
marriage Sartre had proposed marriage and 
she had refused And she had this to say 
"This prospect took me unawares Hitherto 
we had not even considered the possibility 
of submitting ourselves to the common 
customs and observances of our society, and 
in consequence the notion ol getting marned 
had simply nut crossed our minds It 
offended our principles There were many 
points over which we hesitated, but our 
anarchism was deep-dyed and aggressive as 
I hat ol the old lihcrlanans, and stirred us, 
as It had done them, to withstand any 
encroachment by society on our private 
aft Ills y\c found it normal to behave in 
accuiclance with our convictions, and took 


the unmarried state for granted Any 
modification of iht relationship we mam 
tamed with tb outside world would have 
fatally affec tt J that i xisf ing between the two 
of us II new he was incapable of bear 
mg a grudge against mu, but I knew too how 
vulnerable I was to the prick of conscience, 
and how greatly I detested it Merc elc 
iiientary caution prevented mv choosing a 
future that might be poisoned by remorse” 

Rejection of mairiage as an institution 
was no pose for Simone, it was based on her 
approach to life on her capacity to inter 
naJisc her convictions She had written once, 
‘If a theory convinced me, it did not remain 
an external, alien phenomenon, it altered my 
relationship with the world, and coloured all 
my experience philosophy was for me 
a living reality, which gave me never failing 
satisfaction” Both Simone and Sartre had 
other relationships, in fact Simone had once 
called Sartre a ‘phallocrat' Her own affair 
with Algien was well known But it could 
not cnduie because their approaches to life 
differed 

Simone’s views on relationships between 
human beings have to be read with her 
existentialist philosophy Initially when her 
novel “Blood ot Others” was labelled an 
existentialist novel she was irritated "I had 
written my novel before I had even encoun 
tered the term existentialist, my inspiration 
came fiom my own experience not from a 
system” But her protests were in vain, as 
much as Sartre’s v ere "In the end we took 
the epithet that everyone used for us and 
used It for our own purposes' 

Simone applied the same yardstick to her 
own life In “Force of Circumstance" she 
wrote. "I believe in our freedom, in our 
resjxinsibtlity, but whatever their importance; 
this dimension of our existence eludes 
description What can be described is merely 
our conditioning, 1 seem to my own eyes an 
object, a result, without involving the 
notions of merit or fault in this estimate If, 
m the course of time, an action should seem 
more or less praiseworthy or regrettable, I 
am much more concerned, in either case, to 
understand than to judge it I prefer to 
fathom rather than to flatter myself, for my 
love of truth far exeeds my concern for mv 
own image, that love is explained by my own 
history, and I take no c^tt for it” 

For Simone writing was an effort at brid¬ 
ging the gulf that lies between onc^s impres¬ 
sions and the factual truth “I felt the need 
to wrnte in order to do justice to the truth 
with which all my emotional impulses were 
out of step I iterary honesty is not what 
It is commonly taken to be a writer’s 


business IS not u transcribe the thoughts and 
feelings which ccnstamlv pass through his 
mind so much as to point out those horizons 
which we never or scarcely perceive, but 
which nevertheless are there” 

Simone was aware ot her succes> a. t 
novelist but she attributed n to the readers 
and to the times m which they were pub¬ 
lished About "Blood of Others” she wrote 
"A book IS a collective object Readers con- 
tiibute as much as the author to its creation, 
and mine, like myself, were concerned with 
morality 1 had adopted a perspeciive so 
natural to them that they took what it 
showed them for reality itsell Beneath the 
veneer of abstract concepts and editying 
sentences, they perceived the motion so 
clumsily buried there, they brought it bav s. 
10 life, It was their own blood and then ow.i 
life that they were lending to my characters 
Then time passed, circumstances changed, 
and our hearts with them Ibgether wc undid 
ihe work we had created togethei” 

She was equally conscious of her “mis¬ 
takes” She was aware that in “Blood of 
Others” her "characters became reduced to 
mere ethical viewpoints" She attempted to 
correct this in her later novels In that sense 
each book impelled her towards its successor 
because, as she put it, "the more I saw of 
the world, the more I realised that it was 
brimming over with all I could ever hope to 
experience, understand and put into words” 

“All Said and Done”, published in 1972, 
was written during the time she was ex¬ 
periencing the effects of Sartre's illness—a 
period which she so poignantly and objee 
tively described in “Adieux A Farewell to 
Sartre” Reflecting over her writings she had 
said, “I do not feel a gap between the 
intention that incited me to wrii)t books and 
the books that I have written I have not 
brought the shimmer of feehngs back to life 
nor caught the outer world in words But 
that was not my aun I wanted to make my¬ 
self exist for others by conveying, as direct¬ 
ly as I could, the uste of my own hfe ” 

It IS her four-volume autobiography which 
will stand out amongst Simone de Beauvmr’s 
literary achievements Her transparent 
honesty and her sincenty, which com¬ 
manded respect from even her detractors, 
come through in these volumes She wrote 
them not to offer explanations but because 
of, as she said, “my realisation that self- 
knowledge IS unposnbie, and the best one 
can hope for is sdf-ievelation”. Recounting 
her hfe was for her an effort at ‘^endowing 
my experience with an artistic necessity”, an 
cflbrt in whKh she succeeded eminently. 
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Foreign Collaboration in Indian Industry 
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Cullaboration in Indian Industry: Fourth ‘>*iir\**y Report, 1985, 
''serve Bank of India, Bombay, 1985, pp vi ^ 252, Rs tO. 


l CONOMISIS have eagerly inoked forward 
ti> the analysis of the results of sm /eys of 
foicign kollai oration in Indian industry bv 
'he Reserve Hank of India which has been 
t iblisbcd periodically sinsc l%8 the 
I -event sumev covers the year f'oiti 1917-78 
to 1980 81 1 he results of the third survey 
which covered the years from 19*” /4 to 
1977 7fi were not published So with the 
exception of the period from 1973 74 to 
197'' 7b, we have an autbor’ietive account 
of some of (he more easily quantifiable 
features of foreign collaboration in Indian 
industry 

When It comes to research the authority 
of even the Reserve Bank of India does not 
go very far ii the Indian enviionment The 
present survey started with the amb.tion of 
being a census, and 2,438 parties which had 
received government approval fo- foreign 
collaboration were canvassed with question 
naires But 700 of the parties (or more than 
per cent of the number canvassed) did not 
respond at all, and in 110 cases the covers 
containing questionnair s could not be 
delivered because the parties were not 
ttaceable After tejeettng cases of intiuc- 
tuous collaboration proposals, and indi 
vidualv or partnership firms entering into 
agreements ultimately 620 companies 
accounting toi 673 technical coll iboration 
agiecments ’'elsvten them were covered by 
the survc'v 

On top of this, wc have the demonstrated 
reluctance of some at least of the Reserve 
Bank of India’s Governors in the 1970s to 
encourage reveaah or allow the hot polloi 
into the secrets of the working of the Indian 
economy as revealed in the chambers of the 
august institution in their charge We can 
only hope that the Reserve Bank will con 
tmue to encourage enquines of the kind 
reviewed here and commumcate their results 
regularly to the Indian people who are after 
all footing the bill for the institution osten¬ 
sibly managing the monetary affairs of the 
Republic 

The current survey confirms many of the 
general hunches that economists have enter¬ 
tained on the basis ot quahutive and scat 
tered quantitative mformation By and large, 
foreign collaboration agreements are rather 
poor instruments for encouraging exports 
On the contrary, they can be vehicles for in¬ 
duction of imports into the economy They 
are not also effective instruments of raising 
the efficiency of utibsation of resources; the 
ratio of value-added to total production 
declined tor ail companies with foreign col¬ 
laboration for the years from 1977 78 to 
1980-81. and this held for ail types of com¬ 


panies with fm'.gi collaboriitton agte; 
ments Some o’ the e points arc b ought by 
the tigurcs -cproductd in labic 1 
I rom fab'e it > otid appiar fliat while 
'•xports as a prop, rnon ot total oiooiiction 
haidiv changid 4> dl between the two vears, 
there was a substuiuiai increase bnt'i in the 
absolute amount and in the tdative propor 
tion of imports between the two vears The 
foreign exchange balance for (he private 
sector companies with foreign collaboration 
agreements tdeiotcd by FCA liereatter) 
turned from a sma'I positive figure to a large 
negative figure between the two years Value 
added as a peaentage of total production 
declined in every case, this figure was m fact 
smaller for production covered by FCA 
During the period < overed by the second 
vollaboration suivey also the foreign ex- 
(liange balance foi companies with FCA 
had been negative That survey provided a 
<et ot f gurcs lelating to the tiade between 
the companies with 1CA and other foreign 
( iliaboiators which are revealing In Ihble 2 
we reproduce these figures 
I lom Table 2 it seems obvious that while 
tilde with foreign collaborators accounts for 
more than one third of the total imports of 
private sector companies with FCA. the col 
laboratois contribute very little (directly at 
least) to the piomoiion of exports of their 
Indian associates I, is a pity that the fourth 
survy d J IK t c r'' c figures relating to trade 


between Indiar firms and their foteigii sol- 
iaborators But since assurance of perfor- 
mir c nv lor'ign collaborators is almost 
alwav contingent upon ihetr Indian asso 
c'lt, s rtusing niattnah and equipn'cnt from 
tivcM rc ’ Mm 'ces, u is >c‘avonable to surmise 
be tilt, piciuie would uot ha'e changed (or 
the betur over the vea ,n ’his lespect. It 
IS well known that 'ndian exports, especially 
ut n laulactures, arc largely directed, to 
markets othci than those in which'the 
maior.ty of the collaboratots are based. 
Moieovei, exports of items produced under 
rCA ace subject to restrictive clauses of 
various kinds Fven in case of exports to 
developed market economies, most of the 
Items are marketed mdependently by Indian 
traders with httle subcontmeting or buy-back 
arrangements with foreign firms. Finally, a 
substantial amount of Indian exports go to 
countnes of the Socialist bloc under bilateral 
agreements Given all these facts, it woidd 
be verv surprising if a strong posttive rela¬ 
tion were found between exports of Indian 
companies with FCA and their trade with 
their foreign partners m the late 1970s ather. 
To put It in another way, foreign collabo¬ 
rators of Indian firms did very little directly 
to promote Indian exports 
The RBI report distinguishes between 
three groups ot Indian firms, those in which 
a single foreign company holds more than 
SO per cent of the equity capital, thoM m 
which any single company holds less than 
SO per cent of the equity capital and those 
in which there is no foreign equity participa¬ 
tion but which have at least one techmeal 
LoU iboration agreement with a foreign firm 
The Tirvt group of companies arc classed as 
‘subsidiaries’, the second as ‘mmonty parti 


Tabi 11 T'ual Pxooi rrioN and Vaii e Added, Proddction and Vauie-Aodeo undbe 
Cot LABOR »t , 0 '. At RtSMENTS, fcXPORTS OS INDIAN PRIVATE SECTOR COMPANIES WITH 
Forlion ("iXAnr^iiAiioN AoRBEMENn (FCAs) in 1977-78 and 1980-81 

_ (FiKures in Rs million gxsxpt when otherwise staud) 



Item 

1977-78 

1980-81 

1 

>Wue of total pioduction 

53,312 

87,395 

2 

Aggregate value added 

18,290 

27,797 

3 

Percentage of row (2) to (1) 

343 

318 

4 

Value of producuon under FCA* 

12,112 

18,663 

S 

Aggregate value-added Vinder FC A* 

3,790 

5,437 

6 

Percentage of (S) to (4) 

313 

291 

7 

Exports of companies with FCA 

3,094 

3,130 

8 

Percentage of (7) to (1) 

38 

5.9 

9 

Imports of companies with FCA 

2,848 

6449 

10 

Percentage of (9) to (1) 

33 

72 


Note * Whereas the other figures m this Thble leiate to S94 private sector companies covered 
by the survey, rows (4) and (S) lelatc to a smaller groups of compames with FCA. 

Table 2. Foreign Trade of Indian Private Sector Companies with FCA with Their 
Foreion COLi aborators 1970-7] TO 1972-73 






(Rs millioitf 



1970-71 

1971-72 

1972-73 

(1) 

Tbtal Imports 

1,917 2 

2.417 3 

2,1124 

(2) 

Imports on account of foreign collaborators 

699.8 

1,003.1 

1,328.9 

828.6 

(3) 

Tbtoi Exports 

l,S267 

1,5898 

(4) 

Bxpoits on account of fomgp collaborators 

BU 

903 

II3.7 
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cipation companies’, and the third as com¬ 
panies having pure technical collaboration 
(the English of the Reserve Bank of India 
survey is dotted with such Indianisms') 
From the definitions adopted it is obvious 
that a 'minoniy participation company’ may 
in fact have toreigncis (or non-resident 
Indians) as rhe majority shareholders so long 
as the holding oi no single company exceeds 
50 per cent ot the equit> capital of the 
company 

The distinction between 'subsidiaries’ and 
‘minorUy paituipation compames’ was 
further bluired through the working ot the 
provisions of Section 29 of the Foreign 
Exchange Regulation Act (FERA) 1973 
Companies governed by the FERA (that is, 
those with a foreign equity participation of 
more than 40 per cent) were asked under the 
fourth survey to provide mforination regar¬ 
ding non resident equity interest before and 
after dilution ot equity, mode of dilution, 
and so on The survey report gives an 
analysis of the pre and post-dilution situa 
tions of a group of 179 companies which had 
been classed as FERA companies Thble 3 
gives data on their position before and after 
dilution 

So the majority (93 in number) of FERA 
companies surveyed happily became non 
FLRA companies But 86 companies were 
allowed to continue as FERA companies 
The grounds on which they were allowed to 
continue in this position were as follows 
6 companies were exempted because they 
were m the *plantation’ group, 37 compames 
had manufacturing activities in the 'core’ 
sector, 16 companies were operating ‘sophi 
sticated technology’, and IS companies were 
‘export oriented’ In view of the data relating 
to the export-import balance presented 
earlier, it would be interesting to know how 
‘export-oriented’ these IS companies really 
were Why foreign shareholding is more 
acceptable in the ‘core’ sector is something 
that has never really been explained by 
government policymakers The grounds 
offered have included utilisation of eco¬ 
nomies of scale, induction of ‘sophisticated 
technology* (for which a separate pigeon¬ 
hole IS provided already) or export promo¬ 
tion and have turned out to be rather 
delusive in actual fact 

Most of the FERA companies which were 
asked to dilute their foreign equity holdings 
(including those which were allowed to have 
more than 40 per cent foreign equity holding 
after dilution) chose to do so by raising 
capital in India rather than by actually 
divesting their foreign holdings, though in 
a few cases there was actual disinvestment 
by foreigners The most curious case is that 
of the group of subsidiaries. Data available 
for 2S subsidiaries shows that before dilu¬ 
tion their total equity capital was Rs S3S 
million, with a foreign share of Rs 3S9 
million On March 31,1981, after diluUon, 
their equity capital had risen to Rs 926 
million, or by 731 per cent, and the foreign 


shareholding to Rs 518 nulllon, or by 44 3 
per cent The shares of foreigners in equity 
capital amounted to 67 1 per cent and 
55 I per cent before and after dilution, 
respectively 

In the case of these subsidiaries the 
justification foi dilution could not have been 
even to wrest notinal control—let alone 
ai.tual control—fiom foreign hands (Con 
trol can be retained by a foreign company 
with less than 40 pei vent of equity holdings, 
thus there is no presumption that in the vase 
of minority participation companies control 
has passed into Indian hands) The aim was 
presumably to see that some Indians had a 
share of the large profits made by sub 
sidianes For there is no doubt that sub 
sidianes of foreign compames are piuiltable 
concerns The average ratio of gross prof> 
to total capital employed for different groups 
of companies during the periods 1970 73 
and 1977 81 are given in Table 4 

As can be seen clearly from Ihble 4, the 
subsidiaries ot foreign compames were the 
most profitable companies during both 
periods However, the profitability of other 
companies went up significantly between 
1970-73 and 1977 81 Was it solely because 
of a change in the economic environment 
or was It also because of a re-deftmtion of 


foreign companies as ‘minonty pratiapation 
companies’ However it may be, the pressure 
for dilution of foreign equity can be seen to 
be. 111 the light of other evidence presented 
in the fourth survey report and available 
elsewhere, not so much an expression of 
‘economic nationalism’ as a desire of the 
Indian rich to participate in the gains 
foreigners make out of the Indian economy 

The Government of India’s often pro¬ 
claimed belief that foreign collaboration 
agreements are an instrument for promoting 
exports gets a bad knock from the findings 
of it« survey Restrictive clauses of various 
kinds were prevalent in the case of 376 or 
64 8 per cent ot the agreements The most 
prevalent types of restrictions related to 
exports of products which were to be pro 
duced under the FCA According to the 
fourth survev report, “the tendency to im¬ 
pose export restiictions has increased over 
the period” (p 41) 1 hus there is little here 
to bolster any belief that Indian companies* 
ability to bargain successfully with foreigners 
m respect of FCAs is improving over time 

Most of the statements regarding the 
worsening balance of trade position of com 
panics with FCA apply to all types of com 
pames But interestingly enough, subsidiaries 
display a bettci export import balance than 


BHABHA ATOMIC RESEARCH CENTRE 
Transfer of Technical Know-how 


Bhabhd Atomic Research Centre Department of Atomic Enersy Government 
of India invites offers in prescribed forms for the transfer of technical know 
how on d non exclusive basis for the manufacture of Boron carbide 

Boron carbide is widely used as an abrasive material in industry It is exten 
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the other groups of companies, and! th«r net 
balance position improves, rather than 
deteriorates, over the period 1977 81 This 
If partly because subsidiaries account tor a 
major fraction of producuon (dominating 
minority partictpation companies and com 
pames with only techmcal collaboration) in 
plantations, a large part of whose output is 
exported, plantauons also require little im 
ported inputs But subsidiaries also per 
formed beuer in respect ot export import 
balance In the field of manufacturing It is 
mainly because subsidiaries were generally 
older companies which had been able over 
the years to establish integrated opctatiuns 
m India, without requiring as much 'mam 
tenance imports’ as companies which had 
started operations more recently with the 
help of FCAs 

Wc have not mentioned anything so fai 
regarding the outgo ol foreign exchange 
because of royalties, technical collaborauon 
fees and dividends These amounts were not 
only very large compared with the total value 
of production ot private sector companies 


TaBIF 1 DISTRIBI HONOFFERA COMi’ANIFS 
IN India bi Percentagi: oi Foreion 
Equity Hoi ding 


foreign Equity as 

Number of 

Percentages of Tola' 

Companies 

Equity C apital 

Before 

After 


Dilution 

Dilution 



(as on 

31 3 81) 

(1) 100 

(2) 74 and above but 

IS* 

- 

below ^00 

9 

16 

(3) Above SO and 



below 74 

S4 

36 

(4) Above 40 and 



upto 30 

81 

34 

(S) Upto 40 

- 

93 

Ibtal 

179 

179 


Note * Including 12 branches of foreign 
companies, which are regarded here 
as wholly owned foreign companies 


with FCAs The total outflows of foreign 
exchange because of payments of royalties, 
etc, tor the group of companies surveyed 
came to Rs 667 1 > million, Rs 7011 million 
R$ 701 8 million and Rs 72S million in 
1977 78. 1978 79, 1979-80 and 1980 81 
respectively But since imports by companies 
with Ff A increased sidistantiallv ovei the 
penod. It IS reasonable to assume titat t large 
payment must have been made to toieign 
collaborato's tin sugh above mirkel tr nsfer 
prtung of inipoiicd inputs 

The fourth collaboration surves also 
covers government companies with FCAs 
The total number of such companies was 26. 
and of them 4 had only financial collabora 
tion agreements The remaining 22 com 
panics had onl> technical coll iboration agree¬ 
ments with foreigners but they accounted tor 
93 such agreements Thus every government 
company with FC A had on an average more 
than 4 FCAs each The performance ot 
government companies in respect ot balance 
between imports and exports, the prevalente 
ol restrictive clauses or the rates of royalty 
and technical tecs paid seems to have been 
no better than m the case of piivate sector 
ccmpanies with FCA In fact as the figures 
in lable 5 bung our, the export import 
balance was considerably worse for govci n 
ment > ompanies 

) igurcs in lable 5 makes it clear that in 
the case of government companies the 
percentage ol value-added to total value of 
production declined over the years, as in the 
case of private sector companies with FCA 
Government compames seem to be far more 
import dependent than private sector com 
pames (rfirablc 1 and 5) One reason for this 
1 $ that petroleum refining is included among 
the activities ol government companies and 
the value of petroleum i nports by these 
compames went up from Rs 1,370 million 
in 1977 78 to Rs 3,839 million in 1980 81 
There are other activities conducted by 
government fiims such as oil or naphtha 
based fertiliser production which are highly 
import intensive 

The fourth survey also collected data 


Table 4 Gross Profits as Percentage of Total Capitai Employed for Indian 
Priv«e Sector Comrxnies with FCA, 1970 73 and 1977-81 


Ybarly Average 
for Ptenod 


1970-73 

1977-81 


Subsidiaries of 
Foreign Companies 


171 

168 


Minority Capital 
Participation 
Companies 

108 

121 


Compames with only 
IKhiiical 

Collaboration with 
Foreign Firms 

I'* 6 
II 5 


Tabif5 Indian Government Comfanies with FCA— Value 01 Production Valui Added 

Exports and Imports 1977 81 






f/ts million) 

Item 

1977-78 

1978 79 

1979-80 

1980-81 

(1) Vslue of Total Production 

11,827 

12 386 

15,155 

19,052 

(2) SAilue-added 

2.737 

2,843 

2.92<L 

3,304 

(3) Percentage of (2) to (1) 

231 

23 0 

193 

17 3 

(4) Emrts 
(ft hhpoits 

435 

2,770 

504 

3,967 

562 

5468 

329 

6.193 


regarding R and D expenditure For com 
pames impoiiing technology from abroad. 

It IS almost essential to incur substantial 
R and f) expeniiiure m order to adapt the 
uvlinoU)|,v to local conditions Of the 620 
ccinpinus losercd bv the survey, only 333 
coirpanies furnished informauon regarding 
thcr R and U elfoit It is prdbably not 
uncharitable to assume that most of the 
othei companies had no K and D activities 
worth reporting 0| the 333 companies 
which furnished informatiorf regarding 
R and D expenditures 17 were governmoU 
companies S4 sybsidiaries, 193 nunonty 
paiticipation companies and 69 technicid 
collabc ration companies l^ss than half of 
the companies with only technical cottab(»a- 
tion and three fourths ot the subsidiaii^ 
had their own R and D set ups Over the 
period 1977 81, each government company 
on an average spent Rs 4 65 miibon annually 
on R and D (in the way of revenue expetv' 
diture) as against Rs 11 million per repos¬ 
ting company in the private sector Howevei; . 
in terms of sire as measured by sales, gover-' 
ment companies on an average were five 
times as large as private sector coropamesv 
I he picture would be substantially 
favouiable to government compames if we 
assume that the 287 private sector companiM 
furnishing no information on R and D in¬ 
curred no expenditure under that head It' 
IS also noticed that government companiee 
spent almost 44 3 per cent of the toud 
revenue expenditure under R and D for baste, 
background research whereas pnvate sector i 
companies spent only 28 2 per cent of the 
corresponding expenditure under thesanto 
head Government companies also spent o 
larger fraction far the development of news 
products and processes 

There ate undoubtedly scale effects in cut 
of R and O expenditure Larger companiw^ 
and companies engaged in what might bc^ 
called technology related activities can be' 
expected to spend more on R and U and a < 
larger fraction of it will be spent on long- : 
term (’basic) problems than on simple adap¬ 
tation However, there is no justification for ' 
companies entering into collaboration with j 
foreign firms not spending anything on j 
R and D expenditure The least the goverh- i 
ment can do is to insist that locid companlef 
seeking to import technology demonstrate 
their ability to absorb that technidogy 
setting up their own R and D or probtem-. 
solving departments The R and D expen¬ 
diture figures reported by the survey ate 
more impressive than an outside observer 
could have guessed on the basis of the lesuks 
of that expenditure According to the present 
survey, the total revenue expenditure for 
R and D by 333 private sector companies 
came to Rs 1,433,6 million for the penod | 
1977 81 whereas the total foreign exchange 
payments made by 394 private-sector firms 
in the way of roj^ties. technical fees, etc, 
over tlic same penod came to Rs 2,7954 
million This it woefully inadequate by thet 
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standards of countiics which have ir4anaged 
lO absorb ioreigu technology adequately. 

, For, in their case the local R and O expen¬ 
diture i'. genera'lv .i multiple of the money 
:»aid oti'. for 'i'.;; technology, tshereas 
■’in India it is '>nlt liaM of the amount paid 
■for itnporti.'’g •.■i;hr,.i(-py (even if we ignore 

• Uw hidden pa>’ > iti;. made through imports 
.bf inputs), li.;', such as it is. even thi.s 
; !|t and D expcndituie has not yielded much 
l.iin thv is-aj of tmprosement of productivity 
';.Oi iaisiit)i the proportion of value-added to 
I total pioduction. What kind of machinery 
: does the govarntnem really have to find out 
f whether or not the so-called R and D expen- 
[ diturc is a tsay of managing public relations 

at government expense (since all R and D 
I topendiiiiics are entitled to tax credits)? 

* This fourth foreign collaboiation survey 
l.again brings out ciearly that the Indian 

government, after creating a large public 
'■ sector, has failed to utilise it as a major 
; instrument of bargaining with the foreigners, 
i.or raising the level of technological develop- 
f-jnent. The survey also make it clear that 
I'jprivaiising these companies would merely 
'i compound the evil, for private sector com- 

r. 
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^Psychology and the Psychologist in India 

Anshu Mehra 

^Psychology in a Third World Country; The Indian Experience by 
iPiirganand Sinha; Sage Publications, New Delhi, 1986; pp 160, Rs 9S. 

stage, he traces the gradual dawning of the 
realisation of unhealthy W^tem impact and 
an effort towards innovation and in^genisa- 
tion to make the science suitable for the 
socio-cultural context in which it was 
developing. 

The pre-Independence phase saw modern 
scientiHc psychology take roots in the Indian 
intellectual soil which was basically specu¬ 
lative and intuitive. Psychologists in India 
at tius time were steeped in the Wntem tradi¬ 
tion and in most cases remained insulated 
from the vast storehouse of psychological 
knowledge contained in the ancient philo¬ 
sophical and religious literature. The 
discipline started as a photocopy of psycho¬ 
logy as it existed in the Western countries. 
Early researchers followed the Wundtian, 
Titchnerian approaches. Research was in- 
tfuenced by works of Ebbinghaus, psycho¬ 
analysis, the mental-testing movement 
initiated by Binet and the Structuralist 
school. As a result, little originality was 
displayed and researchers were seldom 
related to the problems of the country. 

In the post-Independence phase of expan¬ 
sion even though u was marked by the 
growth of national pride and consciousness, 
Indian psychologists still displayed undue 
dependence on thdr Western counterparts 
by employing foreign theories and techai- 


!|THE relevance of this book lies firstly in 
^^ts timing. It comes at a time ripe for 
^iptychologists in India to assess their abilities, 
^gglues, skills and efforts, and cognise their 
^dentity. so as to redefine their rote in a 
‘developing country. Secondly, the relevance 
«KieS in.appreciating that the book is not a 
^exhaustive review of literature, but rather a 
Statement on psychology and the psycho- 
.^^bt in this developing country. Through- 
■'tjout the book there is a strong echo—of 
‘‘^ution to psychologists of third world 
’^imtries—against the unhealthy intellectual 
Id^endence on the West which for a very 
';iong time blinded the discipline to the 
iifnequirements, needs and problems of their 
'[ipwn country and made them insensitive to 
;.‘|he rich knowledge found in their own intel- 
ilectual tradition. Sinha supports hb conten- 
'^itibn by pointing to the duplicative and 
-;:^!^cative nature of studies, which at many 
'^mes even lacked a theoretical framework 
the earlier phases. 

,' 7 . According to the author, the impact of 
^^^hology on a third world country can be 
^SMued at two levels: (a) the impact of the 
jSp^tent and methodology of psychology on 
.academia and the profession; and (b) the 
l^t of psycludqgy on society—the 
^ntry in genifeii^^lig divides the develop- 
i^tof psychoit^p^ four phases. In each 


panies have not shown themselves to be 
better at bargaining with foreign firms or at 
effectively absorbing foreign technology, it 
is possible to take a cvnical view and infer 
that public or private sector companies are 
simpl) devices in the hands of the Indian 
rich for milking India's domestic economy, 
without v.oriying about wheihei that 
ecoiujiny is going to giow at an acceptable 
rate or it: a socially desirable fashion, (jn- 
fortunately, recent policy changes in India 
do little to discredit that cynical \ic<s. 

The Reserve Bank of India deserves our 
thanks for making these data available. In 
future can the survey report present a list of 
tables in the beginning with a better set of 
captions for the tables? Can the Reserve 
Bank also a.sk for data on the duration of 
association of an Indian company with its 
foreign collaborator (and its associates) in¬ 
stead of asking only for data on the dura- 
'ion of individual FCAs? The latter figures 
are often misleading because ncss' agree¬ 
ments often cover substantiatlly old activities. 
\ clearer separation between data on licen¬ 
sing of know-how and licensing of patents 
would also be welcome. 


ques and tools in various rields like educa¬ 
tional, clinicat, social and industrial psycho¬ 
logy. Studies were replicative but with a 
difference—there was weak effort to relate 
them to the Indian .social reaiity. Thus even 
though there was a gradual search for their 
distinctive identity the intelligentsia dis¬ 
played inadequate r«ponsivenc;s to the 
challenges of (heir society. 

In the subsequent phase of “problem- 
oriented research”, the diKipline still reeled 
under the dominating influence of the We.st 
even though there was an effort towards in- 
digenisation. According to the author, this 
phase was marked by two characteristics: 
(1) Scholars for the first time began to 
articulate the need for problem-oriented 
research, a marked awareness for the prac¬ 
tical p'-obleras emanating from the process 
of social change that the country was 
undergoing. (2) There was a realisation of 
the limitations of studies which had been 
excessively dependent on the West. The 
phase was marked by vigorous research 
activity in various fields like organisational, 
clinical and educational psychology. New 
areas of study emerged. Psychology entered 
the domain of agriculture and rural develop¬ 
ment. Psychologists began to utilise the 
expertise and skill they had achieved in the 
West for analysing problems specific to 
India. Yet, since the conceptuaiisation was 
largely done within the framework of 
Western findings—an unhealthy Western- 
orientation was still fdund. The phase of 
indigenisation can be regarded as one of 
questioning, doubt and search for a new 
identity. The Western models and theories 
were questioned for their appropriateness in 
the specific social and cultural setting. 
Investigations became more cro.ss-cuiturally 
oriented. In the field of clinical psychology 
there was awareness of the importance of 
local healing traditions. In developmental 
psychology the area of research widened. 
Variables in the socialisation process, 
specific to the Indian setting were taken. 

In the area of social psychology, psycho¬ 
logists went beyond a questioning attitude 
by suggesting new modds. Priority areas for 
research were specified. The contemporary 
picture that emerges is of a discipline enter¬ 
ing new fields such as agro-economic 
development, poverty, inequality, youth 
unrest, communication research, social 
deveioptnents of psychopathology and many 
areas which bar^ found a iriace earlier. 

In t^e third and last chapter the author 
discusses the place and role of psychology 
in third world countries. He points out thtt 
de^xite the fact that psychology has made 
a <Bstinct impact on maiv spheres of indi¬ 
vidual functioning as well as various aspect 
of human activity, the dynamics of Indiu 
society at the macro-levd has not yet 
receiv^ adequate attention from Indian 
psychologists sud) as poverty, inequality and 
social justice. 

However, besides these broad aspects we. 
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find peasaal movements, revolts, emergence 
of new forces in the working class, the 
changing character and role of towns and 
rural urban interaction, emergence of 
regional social patterns, breakdown of 
fatalism and the emergence of a new active 
consciousness and of new ideologies—the 
process and emergence of a new India 
through the release of creative energies of 
the Indian people after independence—have 
not yet found adequate reflection in the 
work of Indian psychologists. Furthermore, 
the author makes an important point by 
asserting that problems of development and 
change arc complex and therefore require an 
inter-disciplin.'trs approach. Psychology in 
a developing country has "to extend beyond 
its narrow coniines and meaningfully inter¬ 
pret the relevant work in other disciplines!* 
Sinha points out that methodological 
refinement seems to have become a goat in 
itself. The psychologists today is appalled 
by the tyranny of methodology which is 
readily accepted for the sake of so-called 
scientific precision leading to fiagmentation 
and tnvialisation of th. •. ■; .cr. According 
to htm metliodi-logy 'liould oc broadc • d 
to bring it cK;- cr t%> (.o-uplcx social problems 
and leal-lifc situations should be integrated 
with psychological ilicory which should then 
be regaided with the questioning attitude of 
a scientist. However, here, the author does 
not seem to distinguish between ‘method* 
and ‘methodology*. When he talks of ‘expan¬ 
ding* and ‘integrating* the methodology he 
is only talking about the tools and techni¬ 
ques. Thus the synonymous use of the two 
terms is not only indicative of ambiguity but 
also points to a need on the part of social 
scientists to distinguish between the two and 
more importantly to understand the ‘metho 
dology* so us to devise ‘methods* which are 
scientific in the true sense and more embed¬ 
ded in the social context. Another reason tor 
the lack of meaningful theories lelcvant to 
the social context has been the fragmc.ited 
efforts which are characteristic uf Indian 
psychologists. There arc often brilliant 
flashes of insight but the cumulative effect 
is negligible. 

The author points out ihat one of the 
most impbria;,! lunciions of <i psychologist 
is to analyse factors c-onducive to change and 
development. The author however, does not 
point out the role which psychologists have 
played and should play in defining ‘change* 
and 'development*. It is important to make 
this point since psychologists till now have 
tried to understand factors inhibiting and 
faciliuting 'change! and ‘deveiopment’ only 
when the concepts themselves have been 
deTuied by someone dse. 1b this Atent there 
is a potential danger and psychology seems 
to have played a ptthstatm tpio role, ft is 
therefore a^ important point which the 
author has not iWa Not only does the 
status quo perpetuate certain ideas and 
ideologta when th^ define ‘Meve|o|niNintf 
geiab’'and the‘Mtacethm of sbdal chaagd* 


which the psychologist promotes when he 
studies factors facilitating and inhibiting 
'cliange and development* without question¬ 
ing the definitions themselves: but on a 
number of occasions the status quo may be 
the funding agency providing finances to the 
research endeavour in some priority area. 
The psychologist in such an instance may be 
guided by a fear of going against the status 
quo—it may therefore pose a threat Is) the 
very principle ot autonomous licvelopmcnl. 

The slim book reads a? a h’story of 
research in psychology in India, firanted titai 
research activities arc seiy unporiain lot the 
growth of the di.sciplinc the book’s focus 
fatally excludes other integral activities 
within the discipline. The reader is left with 
the beguiled expectation that the author 
would make a comprehensive statement 
about the hisiors. developirent and the pre¬ 
sent state ol backiiig i.n(i syllabi in psycho- 
Is’iiy- .Vgaiii, (he exclusive focus on icscarch, 
inadvertentlv, tends to suggest that all 
weakness (dependence on the West) lies in 
research activity. Howes-er, one of the most 
poignant causes of this "defect’* is the 
absence of a strong and organised associa¬ 
tion of professionals in psychology The 
author—perhaps not wanting to wash dirty 
linen in (foreign) public or assuming that 
Indians would be well aware nl it -has 
decided to ignore the history of professional 
bodies altogether. The absence of an investi¬ 
gation and incorporation of these profes¬ 
sional association like the Indian Associa¬ 
tion of Psychology is acutely felt by those 
wanting to understand development of 
psychology in India. 


One hopes that this book, which is ex¬ 
tremely readable and yet remarkably im- 
ponant like many other works by the author, 
would blaze a new trail. This book would 
go a long way in helping the discipline to 
ipaturc and delineate its identity. 1 urthcr, 
efforts like these would lead to a more cotn,- 
preheiisive investigation into ihe lelaiion.'-hip 
between the sucio-cultiir.il context and the 
natuie of psychological knowledge being 
generated tn the third woild 
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Is the Reagan Recovery Real or the Calm 

before a Storm? 

Andre Gunder Fnuik 

The internationai ^. onumic recovery since 1983 has been widely acclaimed as having overcome the ecommic 
problems of the previous decade through renewed growth. This claim rests on shaky foundations. In the US the 
recovery has been weakly sustained by consumer spending and debt finance; and internationally the spread of 
the recession has been slow and uneven which has exacerbated internatiorutl economic imbalances and threatens 
the stability of the world economy in the next recession. 

There arc many reasons to believe that the next recession may well be deeper, again than the previous one, as 
each of the last three was than the one that preceded it in the present world economic crisis since 1967. None 
of the intenrening recoveries overcame the accumulated legacies of the previous recessions, and the present recovery 
has substantially aggravated the structural and cyclical problems of the world economy. 

The underlying weakness of the recovery in the United States; the imbalances it has exacerbated among the 
major economic regions of North America, Japan, Western Europe, Eastern Europe and the Third World; the 
reliance on domestic and international finance speculation instead of real production and investmenf; and the 
virtual exhaustion of the major anti-depressive monetary, fiscal and other policy instruments to support the last 
recovery augur ill for the prospects of the next recession. The combination of these and other factors and the 
dynamic they may promote among themselves could turn the next session into a severe depression. 

The author argues that despite the pervading complacency and optimism in official circles, we may be on the 
threshold between the 1920s and the 1930s. Indeed, the complacency and especially the urtfounded beligf in American 
econondc might and invulnerability are major contributing factors to the gravity of the situation, because they 
preclude serious analysis and effective policy. 

[This paper is published int two parts. 'Fhis part, the first, examines the domestic US weakness and international 
imbalances which have characterised the recovery since 1983. The second part, to appear next week, wiU discuss 
. some likely scenarios for the next world recession.] 

THE 'recovery' of the world economy under pected. Even more revealing is that in none the Third Worid, unemployment etplodcd 
President Reagan since 1983 is domestically of the recoveries did the capacity utilisation when the 1979-82 world recession and the 
weak, internationally imbalanced and rate recover its'last high point preceding the 1M2 debt crisis arrived; and it has continued 
~ temporally unstable. The next recession previous recession, and in each recession the to grow ever since Real wages and salaries 
poses very serious threats of aggravated capacity utilisation rate reached a new low and average income derived from them 
' depressive tendencies and neo-mercantilist point beneath that of the previous recession, started to decline in the United States in the 
or even economic bloc policies, reminiscent That is, through both recessions and re- recession that began in 1973 and later in 
: of the 1930s. coveries the trend line of capacity utilisation Europe, and they have never again reached 

1 We may summarise the development of fell and the stock of utilised capacity—even their previous levds. Otte of the mechanisms 
the world economic crisis so far by noting after steel mill, factory and ottam shutdowns that reduced real wages was Infladm, wMch 
that it has already experienced four races- andrelocations—rose The cyclical recession accelerated in 1972 and mnaiMd important 
^ons in 1967,1969-70.1973-75 and 1979-82. troughs and recovery peaks of the rate of throughout the decade The decline in the 
l4one of the intervening cyclical recoveries productivity growth also declined from each rate of inflation during the.flrst half of the 
reravered all the pre-recession strengths; and recession to the next. 1980s in the industrial countriesi—and Its 

each of the recessions was deeper, longer The rates and total amounts of utwmiday- increase in the TMid Wsrid and the 
. lasting, and more widespread than the ment rose in each recession relative to the countries—was bought at the cost of the 
preceding one in terms of several important preceding one, and the unemployment lows severe recession of 1979-82 and uneven 
measures. This downward trend in the also rose from each recovery to the next, as growth since then, 
growth rate of recovery highs and recession the unemployment low of the preceding Comparatively, over the decade foUowing 

lows is graphically illustrated for the United recovery was never again achiev^ in the 1973, North Amolca saved mote energy and 
Statesby the charts of the US Congress Joint succeeding onu In Europe and J^>an, not V~niTnr mnrr rntiijr rfflrirnt. m hllr TOiiliiin 
Economic Committee reproduced here The to mention the Third ^rld and Indi^tly Europe saved more li^tir and iacrcaaed 
same trend is even more true for the world even the socialist countrio, unemployment l^ur (»oducti^ mbic^ and JigMn did 
economy as a whole.. In the United Sutes, rose even more: In the itiduttrUd OECD both. Ihus, energy consumption 
in each consecutive recession, the growth rate countries as a whole: unmnploynient roughly more and enmloymem rose mndi mors hut 
of ONP deelincd more and the amount of doubled from each recession to the next— labour productiWty less in the Unitsd tatsa 
production and income forgone was greater from J million in 1967 to 8, million in.1970 thHDinEun>peand.fopsm..SiiioctheUailed 
than in the preceding one. The Incteasing to IS million in 1973 and 33 millton in States started isitb higher inbaw and lOMf 
depth of the cyclical Clines in buuness ii^ 1982—and in Europe, Canada, Australia, energy costs than the bilien, eadi sm^ 
vestment was even more pronounced. The and New Zealand, unemployment even con- mora of Its cbeum rate, tte hs nwi* 
industrill capacity utilisation rate not only tlaucd to grow 1 q the 1^3-79 recovery, as eepaDSive input, ;i1Us n^ curkMI 
: declined in each recession as It to be ex- it would agabi in the 1983-86 recovery. In (anoteiteUMttf ate eCMMOdils ball 

Eaiwewte aad PirilUad Wedkiy 
VNXXI,Me at.MsyM.,l^,, 
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thr Ijtouicfr paraaox) I he cxplaiaiion 
might b(. thti tat the margin in rcnnomiM 
lenninologv) low energy pntts rove relali%d 
more iii North \mi.iic.' and wages rest 
lelativriy moie or IcU hss in Europe anu 
Japan, which made for greatei incentives to 
save eneigv while iniicaaing low wage 
employment in the United State while 
saving labour and va»tlv increasing un 
employment in i uruix 

Through all these short wth il jps and 
downs during this period ot growing sri^i 
in the world economy, economic and poll 
tical policy was far more a response to, if 
not determined by, these cvclci and the 
underlying trend than their initiator, let 
alone their determinant. We .lave noted how 
the iwitdi from Keynesum demand manage 
ment to monetarist restraint and supply side 
economic policy were responses to the exi 
gencies of the economic ensis Thus, it was 
first the Callaghan Labour government in 
Britain and then the Democratic Party 
Carter Administration in the United States 
who abandoned Keynesianism and adopted 
monetarist policy in 1976 and 1977 respec¬ 
tively Most oth||. Western and 1 bird World 
governments did the same Cyclical and sup 
posedly anti<yclicid economic policies also 
were largely (political) responses to chang¬ 
ing conditions even if some policy changes 
sometimes anticipated—and usually 
Tcinfoioed—cyclicai toms. The United States 
sought to deltend itself thorn the ravages of 
the growing world economic crisis and to 


Mult M iiuider up to : dlies in hipaii 
aropr . lu tiic Third <Voild i uch ■. 

P )s,)' h , u > ihc 111 ' V \' It d 
s I ccmII c I pi ice 111 n I \ 

iStiije rt'e Kill IV «’ I i )> u t igt 
v‘'lhw 111! pre uiiiaii' >ii o t vdillii 
1 1 I I w rl 1 ecu itiiiiv 

Ml Oi il.e %i,ivc diMopii'tiv and 
1 wic ’ I ihc IS ' ci'iii ny it J "d *eri 
'll t than msti n i nj cO£'r,poiiui gn/ tli 
1 the tinancial phere and pan vJ|.siiv m 
vnccilatiiiP, wiiicii ivplovid real mvcsiineni 
and production iv they ceased t oe piulit 
able Despite riKineiarist pol ciev to icstii ■ 
ihe supply of money, moneiaiv reserves 
iiiultipitcd more than R lold m a decade 
cicdii finance mushioometl debt balloons 
grew to bursting tensioas, and interest rates 
skyrocketed to unprecedented highs Even 
after declining again somewhat m the 
1983-86 recovery, they remained at levels 
three times higher dian their historical norm 
These tinancial and often speculative 
attempts to compensate for the cyclical and 
trend decline of the real economy during its 
long crisis appeared partudiy successful— 
until what had appeared as a solution to the 
problem became a mw source of problems 
Itself. In particular, the debt finance of the 
Third World already reached crisis propor¬ 
tions in 1982, which were sparked by the 
world recession that had b^un in 1979 
Then, the financial nacchanism, which was 
supposed to maintite real growth in in- 
dundal mpmting and Third Wmld im¬ 


port ng eoiintnev icsulicd n a drasiK 
dec me o'" real nod cin i i ii md 
iiiiporis hv the laite' and o uis bv the 
loriii One result would be tetUictd growth 
■'Ucv du mg the fcct'sion untf ir' iccccding 
recovery in Lun pc and J ipai wh ch an 
more depc.ideiit on 'he T tiiui \\orld ntaikei 
and dOence experdirure fuclUd and dcbi 
tin8''»ed vjH al.i'ive i,fo\vih u ih*’ I mted 
states We now lutn k> .>amine iht i. 'i rs* 
ol til,t recijs.ts since iVb^ and what it 
psiienjs foi the nc\» - fifth in this world 
ccono'ti.c iriM, ivvtssion alter that ' 

1 

Keagan Her over\: Orimestie 

^eakiieeii ncirl International 
Inibalanees 

The recovery sin,.e 1983 has been v.deiy 
acclaimed, not the least by President Reagan 
himself, as having overcome the economic 
problems of the previous decade through 
renewed growth Yet this claim—or hope- 
rests on shaky foundations Domestically, 
the recovery is weakly sustained m the US 
bv consumer spending and debt finance; and 
inlernaiiunaily the spread of the recession 
has been slow and aneveii Indeed, the very 
unevenness of its spread has exacerbated 
international unbalances in the world 
economy, wtdeh threaten the stidnhty of the 
world economy in the next recession There 
IS alwm's a next recession as there have 
already been fbifr in the present world 
economic crisis since 1967 and over forty 
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since the rise of industrial capitalism around 
1800. So the question is never if there will 
be another recession but when it will come 
and how serious it will be—and what 
political consequences it will have. 

There are many reasons to believe that the 
next recession may well be deeper again than 
the previous one, as each of the last three 
was than the one that preceded it in the 
present world economic crisis since 1967. 
None of the intervening recoveries overcame 
the accumulated legacies of the previous 
recessions, and the present recovery has 
substantially aggravated the structural and 
cyclical problems of the world economy. The 
underlying weakness of the recovery in the 
United States; the imbalances it has exacer¬ 
bated among the major economic regions of 
North America, Japan, Western Europe, 
Eastern Europe and the Third World; the 
reliance on domestic and international 
Hnance speculation instead of real produc¬ 
tion and investment; and the virtual exhaus¬ 
tion of the major, anti-depressive, monetary, 
fiscal and other policy instruments to sup¬ 
port the last recovery forbode ill for the pro¬ 
spects of the next recession. The combina¬ 
tion of these and other factors and the 
dynamic they may promote among them¬ 
selves could turn the next recession into 
severe depression. We may be on the thre 
shoid between the 1920s and the 1930s, 
despite the pervading complacency and opti¬ 
mism in official circles. Indeed, the compla¬ 
cency and especially the unfounded .belief 
in American economic might and invulner¬ 
ability are major contributing factors to the 
gravity of the situation; because they 
preclude serious analysis and effective policy. 

Over optimistic and unfounded prognoses 
have been the rule in the past and are in 
vogue again today if only because optimism 
is institutionally and politically built into the 
establishment. Thus, the leading American 
monetary economist in the 1920$, Irving 
Fisher, gave the economy a clear bill of 
health. Rockfeller pronounced the economy 
stable in 1929. I^ooking back a decade later, 
our century's most serious student of 
business cycles. Harvard economist Joseph 
Schumpeter, observed that economists had 
stood their ground firmly; but unfortunately, 
the ground had shaken beneath them. We 
have already observed how contemporary 
pundits like Paul Samuelson repeated this 
stance in the early 1970s. 

Now the major international institutions 
and other forecasters ate again extrapolating 
the Reagan recovery into the indefinite 
future. For instance, the 1986 “Economic 
Report of the President” of the United States 
expects “increased growth in real CNP of 
4 per cent in 1986, continuing throughout 
1987 and 1988 and declining gradually in 
1989r9r’. The World Bank claims in the 
opening sentence of its 1985 “World Develop¬ 
ment Report” that the ‘^nomk turbulett« 
of the past few years has subsided”. And 
then tl^ go on to compare the past few 


years to the depression of the 1930s and the 
crisis of the 1880s and, they say, we have 
really done well. Then they make high and 
low projections for economic growth. Their 
high projection is 4.3 per cent a year average 
and their low projection is 2.5 per cent for 
the industrialised countries of the economy. 
For the LDCs in the Third World, the World 
Bank projections for tfie next few years are 
about 5 per cent, a little more for their high 
projection, a little less for their low projec¬ 
tion. The International Monetary Fund 
entitles a whole chapter “The Ongoing 
Recovery”, and they also make projections. 
Their good policy projection is 3 per cent 
growth in the world economy and their low 
projection is 2 per cent. They talk about the 
possibility of a recession, but they do not 
take any account of that possibility in their 
calculations, since their low projection is 
2 per cent growth in the world and a 5-6 per 
cent in the LDCs. 

The Institute for International Economics 
surveys a half dozen different projections in 
an October 1985 report on how much finan¬ 
cing would be necessary for the Third World 
in the coming years. The range of these pro¬ 
jections is 2.S-3 per cent growth in the 
industrialised countries and 4-5 per cent in 
the LDCs, with the real interest rate remain¬ 
ing around 10 per cent, inflation 4-7 per cent 
a year, petroleum prices with no substantial 
change, ranging from 27-35 dollars. This 
is a range among the six different projections 
that they surveyed. On that basis they 
suggest that the Third World is likely to need 
$ 15-20 billion of additional loans per year. 
James Baker III, the secretary of the 
Treasury of the US, speaking at the 1985 
World Bank-Fund meetintgs in Seoul, said 
that growth had been restored, the Third 
World deficit had been reduced, and Third 
World exports had been increased. There¬ 
fore, we need S 30 billion new loans spread 
over three years, or about $ 10 billion a year, 
which is less than inflation, or nothing. But 
even to get that, Baker and Volker have to 
do considerable arm twisting with the private 
banking system even as long as the recovery 
lasts. But none of these projections takes any 
account of what is likely to happen when the 
next recession comes, growth rates become 
negative, and private banking funds dry up 
altogether. 

Weak Basis 

The Regan recovery since 1983 (or more 
precisely starting November 1982) has, con¬ 
trary to Reagan Administration claims, been 
rather weakly based in the United States 
itsdf. The Friiruary 1986 “Economic Report 
of the President” (ERP) presents an im¬ 
mensely favourable picture, which is not 
warranted by reality, including that reflected 
in its own statisticid tables. Vet even the ERP 
to “evidence of a ‘two-tiered’ economy, with 
the United States concentrating on produc¬ 
tion of services and importing goods” (p 38). 
Manufacturing growth has lagged, and 


manufacturing employment has declined. 
The ERP claim that the 11 per cent annual 
growth of real business investment during 
this rcroveiy has been unusually strong is 
deceptive Even the ERP attributes 20 to 25 
per cent of the additional 1982-84 investment 
to changes in ux laws, which were a non- 
repeatable one shot change. More signi¬ 
ficantly, gross investment increased in short 
lived equipment; but net investement in the 
US remained at a low 7 per cent of GNP. 
This is much less than in Japan, Europe and 
some other countries, who also contributed 
some of their own savings to make even this 
US investment possible. Moreover, over 90 
per cent of US business investment was in 
short-life office (computer) and automotive 
equipment. Even during the Reagan recovery 
net investment in American industrial capitid 
has continued to decline and reached its 
lowest ebb since the depression on the 1930s, 
as the former Chairman of the President’s 
Council of Economic Advisers, Walter 
Heller complained with alarm in testimony 
to a Congressional committee. According to 
the ERP all increases in capital expenditures 
planned for 1986 are in the commercial 
sector, and those in manufacturing and 
mining are scheduled to decline Productive 
investment was concentrated in a few high 
tech industries, and much of it was derived 
from US Defence Department 'buy Americaii’ 
orders. Yet a significant part of even that 
investment was with imported machine tools 
and components, including high capacity 
computer chips from Japan. However, the 
computer, microchip and software industry 
also experienced a world-wide growth crisis 
in 1985; and Silicon Valley found itself in 
serious economic and social trouble. 

Far more serious still is the economic and 
social crisis of American agriculture, parti¬ 
cularly in the Midwest farm belt. Wheat 
prices are back to 1930s levels in dollars (not 
counting inflation), farm incomes declined 
by over half, and the value of farm pro¬ 
perties has tumbled, thereby wiping out the 
collateral for farm loans. 10 to 15 per cent 
of America’s over 2 million farmers are in 
severe financial trouble and face bankruptcy 
or have already been foreclo.sed, and many 
no longer have sufficient credit rating or col¬ 
lateral to get new crop loans for the next 
planning season. However, these 200,000 to 
300,000 farmers are concentrated among the 
‘family farms’, which produce 80 per cent 
of US farm output. In these regions, whose 
epicentre is Iowa, entire communities from 
local hardware shops to farm equipment 
dealers, not to mention the rural and small 
town banks, are under threat of bankruptcy 
and extinction. The US farm debt is higher 
than that of Mexico and Brazil combined 
and perhaps even less serviceable. Economic 
and social problems reminiscent of the 1930s, 
including a marked incibase in suicides, have 
returned to the American farm belt. 

The growth of new employment—9 
million jobs—during this recovery has been 
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confined to the service sector, <ind uithin 
that in low wage retailing (McDonald type 
fast food and 7 It type 24 hour shopping), 
health care, and finance But the latter in 
turns IS in part a reflection of the growth 
of financial sixculalion in the debt economy 
and C asino society bevond anything known 
m the 1970s 

The most obvious and universally dis 
cussed debt is the growth of the fcdeial 
budget deficit to S 200 billion and the 
doubling of the federal debt to S 2 trillion 
by an adminisiration commuted to the climi 
nation of the deficit Moreover the fact that 
most of this deficit grew during the three 
years of the Reagan recovery should cause 
much more concern than it apparentiv does 
about prospects for the next recession when 
much more deficit finance will be called for 
The Republican members of the Joint 
Economic C ommittcc {lEC) of the US C on 
gress observe for instance in their 1985 
“Yearcnd Report on the US Economy’ 
(January 10, 1986, p 18) that “in the early 
1980s the culprit (of the deficit] was the 
recession, which was completely overlooked 
by overly optimistic economic foruasts The 
recession caused the shortfall in icvenues 
And if a[nother] recession were to strike the 
deficit would skyrocket' In view of the 
misuse of budget deficits during the present 
cyclical recovers to what extent will thts 
supposedly anti cyclical economic and 
political instrument be available in time of 
need during the next recession'* The past 
deficits have already evoked constitutional 
initiatives, presidential commitments and 
congressional action to balance the budget 
The orammhudmen bill provides for annual 
reductions in budgeted deficits towaid their 
elimination by 1991, but this refers to budget 
anticipations and not actual expenditures 
and receipts, and the bill provides an escape 
clause in case growth of GNP declines to 
1 per cent a year These circumstances and 
reactions leave unclear to whai extent a 
major increase in the federal deficit may be 
politically possible in the next recession and 
with what economic consequences 

‘C\SINO SOCfHY 

However, the recent growtn of debt during 
the last recovery is far greater than the federal 
deficit and its contribution to the federal 
debt, which are but the tip of the iceberg of 
what Bunnesr Heek (September 16, 1985) 
termed the Casino Society The President of 
the Federal Reserve Bank of New York, 
Gerald Corrigan, speaking to the American 
Bankers Association in New York on 
September 18, 1985, warned that not in the 
last recession, but in the present recovery 
from 1981 to 1985, the proportion of debt 
to GNP in the US has increased from 140 
to 160 per cent That is. debt is growing 15 
per cent faster than GNP The federal debt 
has increased from 28 to 40 per cent of GNP 
The foreign debt has increased substantially 
Interest service has increased very sub 
stantially and is now at $ 130 billion (In five 


years, interest payments have increased from 
about 9 to 14 per cent of federal expenditures 
and from about 10 to nearly 20 per cent of 
Its revenues or from one to two fifths of 
income lax revenues and to double the 
corporation tax r< venues ) C orngan foresees 
over $ 200 billion interest bv 1990 of which 
S 40 billion would be to foreigners, which 
would have lo be added to the already 
existing mammoth ind growing I'ade deficit 
Foreign savings now amount t> 1/3 of 
domestic savings md they covet 1/2 of the 
US budget dcticit he says 

For obvious reasons a lot of attention has 
been paid to the federal deficit and the 
tedciai debt but ( orrigan is equally worried 
as we all should be about private debt Real 
Lstate debt, taim debt (both of which have 
put the Bank of America in trouble), energy 
related debt with the decline in the price of 
oil (which wiped out Continental Illinois), 
not to mention the bad debts of the savings 
and loans (Ohio and Maryland) as Corrigan 
points out have all grown spectacularly 
during the upside recovery’ phase of the 
business cycle Much of the new money and 
debt in the I S has gone into leveraged junk 
bund finance of conglomerate mergers of 
already existing productive facilities (or into 
also junk bond debt financed buy ups of 
one’s own stock to avoid predatory stock 
purchases by others) which has signiricaiitly 
increased the ratio of debt to equity in 
American business In his January 1986 
testimony to the JEC, the financier Felix 
Rohatyn observed with alarm that corporate 
debt grew three times as fast in 1984 and 
1985 than in the preceding eight years to 
exceed total corporate net worth by 12 per 
cent Corporate borrowing increased from 
56 per cent of external corporate finance in 

1975 to 81 per cent m 1985 Most alarmingly, 
debt service in thi present recovery has risen 
from 27 per cent of cash flow during the 

1976 79 recovery to 50 per cent of cash flow 
in the present one 

What will happen in the next recession 
when cash flow declines and interest rates 
perhaps rise further"* Many of these com¬ 
panies may have to default on these lever¬ 
aged junk bonds and/or the excessively tugh 
interest payments they have incurred to 
finance this new debt Since it does not seem 
prudent to assume that the business cycle is 
a thing of the past, Corrigan warns, “ser¬ 
vicing even the existing levels of debt in a 
less favourable economic interest rate en¬ 
vironment could prove very difficult Ihking 
account of where we are on the busmess 
cycle and it is stil on the upswing, the already 
existing delinquency rates on home mort¬ 
gages and non-performing loans in the 
banking system, the private sector trught be 
in a false sense of security Trends in 
the private sector may not justify the 
complacency” 

There is even less reason for complacen¬ 
cy and more for alarm if we consul some 
of the ways in which the debts in these 


sectors arc related One relation between 
T hird World debt and corporate debt is tiat 
when expansion of the former ceased to be 
profitable or judicious since 1982, the banks 
expandend into the latter and increased the 
growth rate of their commercial loans 
substantially (just as they had turned to the 
Third World in the 1970s when the corporate 
loan market declined because of the econo¬ 
mic crisis) However, many of the new com¬ 
mercial loans to domestic US corporations 
are even more speculative and less secure 
than the Third World loans, many of which 
are now acknowledged to have been unwise 
and uncollectable The new loans are also 
linked among sectors The decline in oil 
prices in early 1986 offers an illustration 
Ixiwer oil prices further reduce the capacity 
of oil exporters like Mexico to service their 
debts and threaten the ability of the banks 
to collect even interest payments The same 
IS true, however, of oil (and by extension gas 
and all energy sector) debt in the United 
States, which in turn affects real estate debt 
in domestic oil producing regions like Texas 
(and converts the Continental Illinois port 
folio taken over by FDIC into even more bad 
loans and worse assets) Moreover, many of 
the takeovers have involved corporations 
who also have energy and particularly oil 
holdings Similarly, as we will note again 
below, igricultural prices attect both Third 
World and US and other industrial country 
exporters who compete on the world market 
Thus, lower agncultural pnees can threaten 
some SThird World countries and the farm 
sector elsewhere—and banks through both 
Therefore, the all-too-common tendency to 
look at one sector at a time and to seek to 
isolate and deal with problems one at a time 
also leads to unjustified complacency, 
because sectors (and countries) arc linked 
and problems can spread from one to the 
other quickly 

Fnancial Instability 

Thus, there is far-reaching evidence to 
support the New York Federal Reserve Bank 
President Corrigan’s warning that the 
widespread sense of security and complacen¬ 
cy IS not justified Beyond that already 
presented above, we may summense this 
evidence in terms of the tip of the iceberg 
of bank failures so far, the build up of the 
submerged part of the iceberg through 
aceumulation of the elements of a possible 
financial crisis, and the deterioration of the 
surrounding sea change and mtemational 
environment foreboding the possibihty of a 
general world economic crisis 

Tlie tip of the iceberg is that the number 
of bank failures in the United States (not to 
mention mgjor ones throughout the Third 
World) has nsm dunng tach year of the 
recovery 'The number of US bulk fiulures 
already reached a thm post-Depreision high 
of 34 during the last year of the last reces¬ 
sion ui 1982. But then US bank fatluies roee 
to 4S in the first Reagan recovery year 1983 
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and to 78 in 1984, the year with the maxi* 
mum growth rate of GNP of seven per cent 
In 1985, the GNP growth rate declined to 
VA per cent, and the number of US bank 
failures rose to about 125 The number of 
banks said to be m trouble according to bank 
regulators exceed 1,000 According to the 
Federal Savings and Loan Insurance Cor- 
porauon (FSLIQ, 85 per cent of the S and Ls 
It insures reported losses in the reces¬ 
sionary second half of 1981 and nearly 25 
per cent of them did so in the booming 
second quarter of 1984 According to the 
Wtahmgton Post (February 23,1986), in the 
first half of 1985 alone, 27 more S and Ls 
became insolvent, raising to 461 the number 
of S and Ls whose liabilities exceed their 
assets by a total of S 3 4 bilbon Another 833 
S and Ls out of the total of 3,200 had less 
than the regulatory mimmum three per cent 
net worth (assets minus liabilities) Closing 
out or merging the 239 weakest S and Ls 
alone would already cost the FSLIC S 5 
billion more than it has m its entire insurance 
fund of $ 6 billion The bad loans of the 
S and Ls, which FSLIC is supposed to 
insure, exceed S 80 billion according to the 
Wall Street Journal Delinquency rates on 
home mortgages rose from one par cent in 
1980 and 1984 to six per cent in 1983 
The build up of the submerged part of the 
iceberg of financial instability may be in¬ 
visible to those who refuse to look at it or 
to acknowledge its existence But it is no less 
real for that and many of its constituent 
elements are already known to us An 
analyst of fmanoial instability at the Federal 
Reserve Board (writing under his own name 
and not that of the Fed) has made “a state¬ 
ment of the model of how financial crisis 
develop” 

As the peak of the business-cycle expan¬ 
sion approaches, the financial condition of 
the corporate sector deteriorates Corpora 
tions have more difficulty in meeting their 
fixed obligations, espeaally their payments 
due to debt This difficulty comes about 
because debt-payment obligations increase at 
a faster rate than does the ability to meet 
these payments 

Debt increases in relation to equity, thus in 
creasing the amount of debt that must be 
repaid The maturity of this debt shortens, 
thereby causing an increasing proportion to 
come due for payment Interest rates increase, 
and so a given amount of debt requires a 
greater repayment obligation (from ather 
variable rates or refinancing) Also, liquidity 
and profit rates fall Thus corporations have 
more difRculty meeung debt payment obliga 
tions out of current Income or if necessary, 
by selling liquid assets 

The corporations are having increased 
difficulty in meeting thar debt payment 
requirements and other fixed commitments, 
and are attempting to borrow from the banks 
and in the commercial paper market in order 
to do so The banks are expenennng m- 
creased loan quality problems and a slower 
growth of reserves; thcjr are d^btenuig their 
tsnns of lending and are cutting back 


In this rather fragile and debcately poised 
situation, an unexpected event can cause a 
disruption Indeed, once the financw! system 
has become vulnerable, a surprise event can 
occur which is capable of initiating a finan 
ciai crisis 

The crisis occurs because those forms of 
credit that serve as money or near money 
during normal tim s no longer do so when 
the supply ot credit is mterrupted and normal 
financing patterns are disrupted The cor 
porations that are unable to continue to 
obtain credit from the commercial paper 
market or from the banks desperately 
scramble for the cash they need to meet thnr 
obligations The banks that are suddenly 
limited in their ability to obtain purchased 
funds must seek other sources of liquidity 
in order to meet their commitments Nervous 
investors apprehensive—and sometimes in a 
panic—about the ability of their borrowers 
to lepav no longer extend credit and demand 
cash instead 

The entire interlocking structure of credit 
that has developed du.ing the rapansion, and 
that has help^ the expansion to continue, 
rests on the foundation of confidence. If that 
confidence is threatened, or if the continued 
growth of credit is interrupted because of an 
institutional constraint, the whole structure 
can unravel When it does, credit disappears 
and only money—hard cash—will suffice 
Thus a financial crisis can be defined simply 
as a sudden, intense demand for money The 
money that is sought is cash, in opposition 
to those forms of credit that had previously 
served as money 

(Martin H Woltson, “Financial Crises 
Understanding the Postwar US Experience'’, 
1985, Armonk, NY, M £ Sharpe I^bishers, 
pp 246-7, 251 5) 

All ot the early constituent elements of 
this model are already in place in the 
submerged but not altogether invisible real 
world iceberg of finanaal instability in¬ 
crease in debt-equity ratio, high interest rates 
(which remain l^h despite thar 1985 decline 
and which may be dnven up again, as we 
will observe below), reduced profit rates and 
liquidity, and increasing difficulties by some 
industrial and finanaal corporauons to men 
their increasing current financial obligations 
without increasing their demand for money 
still further This is a major reason why the 
accommodating policy of the Fed permitted 
the supply of money to increase 12 per cent 
in 1985 But loose money and productively 
unwarranted credit creation must lontinue 
to inflate the financial balloon to prevent it 
from deflating—thereby further increasing 
the pressure and danger of its bursting This 
may explain both the Fed’s January 1986 
timid limitations on some leveraged issue of 
junk bonds and the White House opposi 
tion to these limitations on the free market, 
which were said to reflect ‘ideological’ 
reasons, but may also had the realistic 
grounds of preventing any limitation on 
further expansion, which is necessary to 
avoid contraction or even collapse 
The New iibrk financier Felix Rohatyn 


began his January 1986 testimony before the 
JCE by defending this “largely symbolic 
easily circumvented” Fed measure, which 
only “aimed at the most extreme cases of 
leverage” \fter thirty years of making his 
living negotiating hundreds of mergers and 
acquisitions he said, he expressed his alarm 
at today's 'runaway speculation”, which 
threatens “the integrity of our security 
markets and the soundness ol our financial 
institutions” The excesses are not limited to 
takeovers, he says, but “are part of a general 
pattern of speculation in securities, com¬ 
modities, currencies, etc” As a result, 

A series of events is eroding the climate of 
confidence required of our financial institu¬ 
tions Among these was the financial collapse 
of several government securities trading firms 
which led to crisis m the Ohio and Maryland 
Savings Bank Svstems The financial collapse 
of the Penn Square Bank which led to the 
quasi nationalisation of the Continental 
Illinois Bank and the demise of the Seafirsi 
Bank The repeated credit scares of Third 
World borrowers Every one of these events 
shakes the confidence needed by our finan 
cial system They are, however, only the tip 
of the iceberg Our banking system is still 
exposed to large risks Many are under the 
illusion that the Third Wuild debt problem 
has been resolved as a result of a series of 
rollovers, recent events in Argentina, Brazil 
and Mexico with a combined external debt 
of S 2^0 billion may create a rude awaken¬ 
ing Flsewhere; if the price of oil were to drop 
by 20 per cent, not unthinkable und« present 
circumstances, the problems of banks with 
large energy loans would be compounded by 
the problems of large oil companies so 
elegantly restructured as a result of takeover 
raids and greenmail To the trillion dollars 
of Third World bank loans, we have to add 
the dramatically increased use of debt, both 
conventional debt and junk bonds, m aU 
types of takeovers and leveraged buy-outs 
and the risk involved if we were to enter a 
serious recession One does not have to be 
C assandra to be concerned about the safety 
of our financial institutions and to thar 
vulnerability to sudden jolts 

1 bus, the natural operation ot the market 
as well as most economic policy formation, 
which IS largely accommodating, has reacted 
to the previous increasingly severe recessions 
and the intervening weak recoveries through 
cost reducihg and profit proteaing (but not 
maintaining) industrial restructuring and 
reorganisation of the labour market, de¬ 
regulation of previously existing institutional 
limitations to this process, and financial 
speculation in lieu of sufficient profitable 
real investment opportunities The increase 
in money and credit and the mushrooming 
of speculative ffnanaal instruments, institu¬ 
tions and operations have been the oil if not 
the fuel for the restructuring and reoigaiusa- 
tion of the real economy both domestically 
and internationally But the resulting in¬ 
creasing flight into financial speculation 
reaches its own hmits as a solution for the 
problons of the real economy and turns into 
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a prpblem Itself, which may then react back 
onto the real economy with a vengeance. 

This process already began in the Third 
World during the 1979-82 recession, when 
as we observed above, the previous apparent 
solution to tinance world-wide industrial 
restructuring and Third World export 
promotion (and imports from the West) 
through Thiid World debt became a problem 
in and of itself. But the problem was not 
conFined to the financml sphere. The debt 
problem also depressed the entire system of 
production and consumption and rendered 
the continued reliance on the model of 
export led growth impossible in latm 
America and some other parts of the Third 
World. Not only has the Reagan recovery 
since 1983 failed to bring appreciable relief 
in the Third World, but it has extended the 
same problem to the raw materials, energy, 
and agricultural/farm sectors and to some 
extert to manufacturing and real estate in 
the industrial countries. 

The next recession therefore —whether it 
starts in the real economy and spreads to the 
financial sector or vice versa and then back 
again—is likely to aggravate the spread of 
the world economic crisis in all of these 
industrial and service sectors and through 
most of the world’s major economic regions 
of North America, Japan, Western Europe, 
and most of the Third World. Of course the 
next recession in the industrial countries 
must further aggravate the depression in the 
Third World countries, whose level of pro¬ 
duction and income was depressed to. 
pit-1970 levels by the 1979-82 world reces¬ 
sion and to whom the Reagan recovery has 
not y<et offered any significant relief. 
Moreover, the next recession will not only 
bankrupt Latin America and further under¬ 
mine the development prospects of oil- 
exporting countries in the Middle East and 
Africa (while the remainder of Africa ex¬ 
cepting South Africa is already economically 
lamed), but it may also deprive the latter of 
foreign markets except for gold and seriously 
compromise the possibilities of continued 
export led growth in East Asia, which is 
dependent on markets that may shrink in the 
rest of the world. Singapore.already ex¬ 
perienced a severe growth crisis in I98S, due 
in part to financial over-speculation and 
reduced growth in elearonks and petro¬ 
chemical markets, which also hit Silicon 
Valley and Ibxas in the United States. Of 
course, the Third World and any now- 
contemplated finance of its imports will 
therefore also not be available to the world 
economy or the industrial countries to serve 
as an alternative source of export demand 
and thus as a safety valve or net for the 
industrial countries during the next recession 
as they did during the previous ones in the 
Still developing world economic crisis. 

Reagan Recovery: Problems for 
Rest of World 

However, this growing North-South dis¬ 
adjustment is only one, and from a world 


economic point of view perhaps not even the 
most important one. of the growing im¬ 
balances in the world economy, and especial¬ 
ly between the US economy and Japan, 
Europe, and the socialist economies. The 
concentration of the Reagan recovery in the 
United States, which has been hailed as a 
beacon of hope and a good example for 
others to follow by Reagan himself in fact 
poses serious problcins for the remainder of 
the world and even for the United States 
itself, especially when the next recession 
begins. The Reagan recovery has been 
strongly centred on the US so that the 
highest growth rates m this recovery in 1984 
were 7 per cent a year in the US, six per cent 
a year in Japan, and in Europe they lagged 
for a couple of years and reached a maxi¬ 
mum of three per cent a year. In the Third 
World, even during the Reagan recovery, the 
growth rate remained negative even though 
there has been some recovery in 1984-85 in 
some places. Industrial production grew 10 
per cent in the US and Japan during this 
recovery and three per cent in Europe. 
Employment grew five per cent a year in the 
US. one per cent in Japan and xero per cent 
in Europe. A symptom of what is different 
in this recovery from previous ones is that 
the cyclical peak to peak growth of world 
trade was an average of two per cent a yeai, 
when in the previous recovery it was four per 
cent a year and in the recovery before that 
it was 10 per cent a year. For manufacturing, 
the growth rate was four per cent in this 
recovery when it was 5.5 per cent in the 
previous ones, and in the one before that it 
was 10 per cent. 

That is to say there has been much less 
recovery internationally and its manifesta¬ 
tions for the world trade has been much less. 
One of the principal reasons (and one that 
I had already predicted for the 1979-82 reces¬ 
sion) is that the socialist. Third World and 
OPEC are no longer availidile to take up the 
slack. In this recovery everybody sees the US 
trade deficit, which is a refiection of the fact 
that nearly two-thirds of the world increase 
of imports has been into the US. 63 per cent 
of the increase in imports has been into the 
US, eight per cent into Japan, and 13 per 
cent into Western Europe. By comparison, 
in past recoveries the US accounted for a 
fourth or a third of the increase in imports 
during the recovery, and Europe accounted 
for one-half. Now, Europe has really been 
very much left out of this recovery. US 
exports have increased but only by one- 
fourth of the world total, and Japanese and 
European exports each by one-fifth. In the 
Third World and several socialist countries, 
the whole external adjustment process was 
by restricting imports, and imports did not 
go up at all: they declined substantially. Ex¬ 
ports declined substantially at the beginning 
of the recovery with the lag from the 
previous recession; and they have recovered 
somewhat in 1984-85 but they still remain 
less than they were before the beginning of 
the previous recession. 


In a word, this cyclical recovery—in com¬ 
parison with previous ones in the same 
crisis—is really very weakly based and very 
inadequately spread through the wrold 
economy, in particular in Western Europe 
and the Third World but also in many of the 
socialist economies of Eastern Europe. This 
fact has far-reaching implications for the 
next recession, when these same areas in the 
world economy are not only likely to be 
further depressed themselves but also not be 
available to soften the blow of a renewed 
downturn tor the economy of the United 
.States itself and for the world economy as 
a whole. 

The concentration of the Reagan recovery 
in the United States is also a manifestation 
of growing international imbalances, which 
rcflccl ihe decline of I’S coinpciitivencss 
and the appearance of a serious US deficit 
in its balance of trade as well as its con¬ 
version into a foreign debtor nation. 

The US current account and merchandise 
trade deficit has risen enormously from a 
.small surplus in 1982 to a deficit of nearly 
$ 150 billion in 1985. Merchandise exports 
declined by about 10 per cent while imports, 
particularly of manufactures, increased by 
over 70 per cent; so that imports exceed ex¬ 
ports by half. As we observed above, in 1985, 
the US accounted for 18 per cent of the 
world’s imports but only 11 per cent of its 
exports, which is a reversal of the situation 
25 years previously. Relative to US GNP, in 
1984, imports were 9.3 per cent and exports 
only 5.8 per cent, leaving a deficit of 3.5 per 
cent, which is nearly twice as high as it was 
over a century ago when American westward 
expansion (railroads, wheat, etc) made it a 
major capital importer. At the same time, 
as observed above, interest payments have in- 
crea.sed appreciably on the foreign-held debt. 

Japan bashing, complaints about import 
and trade restraints elsewhere, and blaming 
the high dollar exchange rate have become 
popular in the United States as a result. 
However, none of these singly or even 
together seem to account for the whole pro¬ 
blem. TYade with Japan accounts for S 45' 
billion, or only about one-third, of the 
deficit, and Japan has proven to be less 
import and not significantly more trade 
restrictive than other countries. Former 
Undersecretary of Commerce Lionel Olmer 
attributes no more than 5-8 per cent of the 
deficit to ail trade restraint and suggests that 
their total removal would not reduce the 
deficit by more than 10 per cent over several 
years. The dollar exchange rate cannot 
account for the S 25 billion deficit with the 
East Asian NICs, who have mostly pegged 
their exchange rates to the dollar, or the S 20 
billion with Canada against whom the US 
dollar appreciation has been six per cent. 
Even the new S 25 billion deficits with West 
European countries do not correlate (nega¬ 
tively) with exchange rate changes. The S 20 
billion deficit with Latin America must be 
lai^ely attributed, of course, to the exigen¬ 
cies of the debt service. The decline in the 
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competitiveness of US manufacturing pai 
tkularly in the high deHcit automobile, steel, 
textile apparel and footwear, consumer elec¬ 
tronics but also high tech/computensed 
telecommunications equipment and very 
significantly machine tool industries must 
assume much of the responsibility for the 
growing US trade deficit, which appears in 
creasingly mure structuial than c>clical 

MUIUAI IV RUNhORClNG iMBMNCtS 

The imbalances ot domestic economic 
policy and recovery in the United States, 
Western Furope and Japan and the dis 
equilibria in their relations of international 
trade and capital flows reinforce each other 
The US recovery was strong and supported 
by an expansive fiscal policy, ‘supply side' 
tax cuts, and military Keynesian expenditure 
increases, combined with a restrictive 
monetary policy (Volker’s tight money and 
high interest rate policv) Western Furope 
and Japan, b\ contrast pursued much moie 
restrictive fiscal policies combincxl with more 
liberal monetary policies, including liberal 
isation of the capital markets Domestic 
market demand lemained weak throughout 
the recovery, which was based substantially 
on exports to the US, with less success bv 
Europe than by Japan But the result i the 
massive merchandise export surplus ot 
Japan and trade deficit of the United States 
The latter is covered by, and can be sustained 
only through, corresponding capital inflows 
from Japan and to lesser extent from 
Western Europe (as well as the trade surplus 
converted into interest payments on the debt 
by the Third World) attracted by the high 
rate of interest in the US (or rather the 
interest rate differential between the US and 
other countries resulting/rom their different 
monetary policies) In 1984 alone, the United 
States received $ i(X) billion of capita) from 
abroad, over S 20 billion of which went into 
US Tleasury cemricates, raising the share of 
the federal debt owed to foreigners to 13 per 
cent At the same time, the net foreign 
lending of US banks between 1982 and 1984 
declined by another $ 100 billion to prac 
tically zero The result is that by the end of 
198S, the richest economy in the world also 
became the world's largest net debtor, as the 
United Stgtes replaced Brazil in this position 
with ovei S 100 billion foreign debts 

Moreover, the formal US debts to the rest 
of the world are dwarfed by another less 
formal but no less real lOU ‘debt’ repre¬ 
sented by the cumulated dollar overhang of 
an estimated two and a half trillion US 
dollars in the hands of foreigners or abroad 
in the Eurocurrency market and elsewhere 
This sum of dollars is equal to nearly one 
year’s goods and services (ODP) produced 
in the US or ten year’s exports by the US 
This IS the measure of the goods and services 
the US has been able to consume or own 
without having to produce them, thanks to 
bong able to issue dollars, which the rest of 
the world is wilhng to hold and use as reserve 
currency Others, including American Banks 
and firms, use these dollars for transactions 
in the world financial markets and to finance 


part of the international trade of goods and 
services among themselves (for instance, 
European and Japanese imports of oil are 
paid for in dollars) Therefore, it is also 
unlikely that this huge sum of dollar lOUs 
will or can ever be presented in exchange for 
real goods and services from the US, which 
now exports onlv one-tenth that much in a 
year 

The decline of \merican economic power, 
ot which the growing trade deficit and 
foreign debt are but the tip of the iceberg, 
poses many problems and dangers Not the 
least ot these perhaps is the Ameiican 
refusal to acknowledge this changing reality 
of the world at both the official and popular 
levels Presidei’t Reagan's remark that he 
liked the “Rambo” film and the popular 
Rambo craze in the United Sta'es illustrate 
both, as did their respective self-congratula 
tion for invading Grenada and capturing an 
unarmed civilian airliner in the Achille 
1 auro aft in The need to tie national pride 
to such svnibuhcin is a measure of how far 
American power has really declined (and the 
disregard ot American allies in both inci 
dents IS a manifestation of American refusal 
to acknowledge the loss of real basis for in 
tcrnational leadership and co operation) 

RlHLXTINt BKITISH MlSIAklS 

President Reagan was right in observing 
that like the (Initcd States now, Britain lived 
well with a trade deficit in its heyday Indeed, 
Britain had a growing deficit with much of 
the world and especially its Indian colony 
for a century from Waterloo in 1815 to 
Saravejo in 1914 But Britain matched this 
trade deficit with income from capital ex 
ports and other exports to the Americas and 
Dominions Britain tried to maintain the 
gold standard and the pound sterling high 
as well as its imperial stance although they 
had become unsustainable after World War I 
The rtalitv ol world development pro 
duced a severe depression w ith deflation in 
Biitain itself in the 1920s and forced to 
abandon her by then unrealistic policies at 
even greater costs to her people than if they 
had been modified in good time 

With its present Rambo like political 
economic policies, the United States seems 
to be repeating the British mistakes, except 
that Its relative economic power is declin 
ing faster and further and there is less time 
to learn from the lessons of histoiy The 
irrational because unrealistic domestic and 
Internationa' American political economic 
stance and policies not onlv threatens to be 
more costly than need to be much of the 
American population itself, but it threatens 
the stability ol the international economic 
and political system 

The growing unbalances between produc 
tion and consumption among the world's 
mayor areas and the declimng correspon¬ 
dence between real world production or 
international trade and financial transac 
tions or capital movements ate stretching 
world economic (and perhaps political) rela¬ 
tions to a breaking point Domestic finan- 
aal speculation outpaces production of, not 


to mention investment in, goods and non 
financial services, and international capital 
movements outvalue real trade by ten to one; 
Financial speculation and capital move¬ 
ments have become the monetary tail that 
wags the real economic dog, determining ex¬ 
change rates, interest rates, demand and 
supply ot money, prices, and through them 
production and employment In particular, 
exchange rates and ihetr fluctuations res¬ 
pond almost eiuiiely to spcculatise finan¬ 
cial circumstances rather than to conditions 
ot production and trade, such as trade 
deficits Therefore, exchange tale fluctua¬ 
tions also do not correct or esen dampen, 
but instead amplify these trade imbalances. 
Domestic fiscal policy has become largely 
powerless and monetaiy policy more adap¬ 
tive than directive in even the strongest 
economies, capitalist or socialist, and in¬ 
cluding the United Stales not to mention the 
1 hird World In response, there are more and 
more suggestions to restrict capita! move¬ 
ments through taxes or traiffs (on financial 
transactions instead of or in addition to 
trade) and to dampen exchange rate fluctua¬ 
tions through floating pegs, snakes, com¬ 
modity standards and basket of currencies, 
or a return to the gold standard 
More signifleant than the technical mean¬ 
ings of these economic terms and policies 
IS that then implcnienidt'm if at all can 
be merels a weak economic response to 
dc^elopment$ in the world economy that are 
out of control, but which would have far- 
reaching ideological implications and 
political consequences C ontrols on capital 
violate the sacred ideological tenets of 
capitalism and the lull or even partial re- 
enthronement of gold at a high market value 
(to which we will return latei) would 
provide a huge windfall profit to the world’s 
largest holders and producers of gold, the 
Soviet Union and South Africa, in contra¬ 
vention of US policies, real or declared 
However, none of these or other responses 
are likely to become politically realistic 
options until the next political crisis within 
the economic crisis, particularly in the 
United States when American illusions 
about the place of the United States in the 
world and the supposed strength of its 
economy are confronted by the hard knocks 
of reality 

(To be eoncludedi 
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Policies for Growth in Fertiliser Consumption 


The Next Stage 

Gumant M Desai 

Annual consumption of jertihsers has increased Jrnm less than 100,000 metric tons of nutrients in the early 
1950s to 82 million metric tons (mmts) by 1984-85 The Seventh Five-Year Plan aims at raising it to 14 mmts 
by 1989-90 The task of accelerating growth in fertiliser consumption extends beyond the Seventh Plan period 
because, according to the author, virtually all further growth in crop production will have to come from con¬ 
tinuous increases in yields and all proven yield-increasing technologies depend on high levels of fertiliser applica¬ 
tion Thus, the author argues, the real question concerning the future is not whether but how to accelerate growth 
in fertiliser use and ensure its maximum effectiveness in crop production 

This paper discusses the above question by examining the past experience within a heuristic framework The 
framework identifies all variables behind economic potential and farmers’ profitability of fertiliser use. More 
importantly, it also incorporates interactions between processes which influence the pace and pattern of growth 
in actual fertiliser consumption through conversion oj the potential into farmers’ effective demand for fertilisers, 
timely delivery of fertilisers at geographically dispersed locations, and creation of adequate aggregate supply of 
fertilisers 

The single most important conclusion of the paper J5 as follows Because of the constraints on towering prices 
of fertilisers and also on raising support prices of crops, non-price policies will be more crucial than ever before 
in determining the pace of future growth in fertiliser consumption This, however, is no ground for pessimism 
about acceleration in future growth of fertiliser consumption or defeatist attitude in evolving policies required 
for the purpose Under the present price environment, there is a vast scope to accelerate growth in fertiliser con 
sumption through non-price policies which improve efficiency of fertiliser use, shift response functions upwards, 
and remove deficiencies in agricultural research, extension, and credit as well as fertiliser supply and distribution 
systems 


ANNUAl (.onsumpiion of fertilisers has 
increased from less than 100.000 metric tons 
of nutrients in the early 1950s to about foe 
million metric tons (mmts) by the late 1970s 
Dunng the Sixth Plan period it further vsent 
up by about three mmts reaching 8 2 mmts 
in 1984 85 {Table 1) I he Seventh Five Year 
Plan aims at raising the consumption to 
about 14 mmts by 1989 90 Thus fertiliser 
consumption must grow by I 12 mmts every 
year between 1984 85 and 1989 90 This is 
nearly twice the average annual im.rement 
in actual consumption during the Sixth Plan 
period Moreover, annual growth in con 
sumption has exceeded S(X),000 tons only six 
times and one mmts only once so far This, 
then, IS the magnitude of the task of 
increasing fertiliser consumption during the 
Seventh Plan ' 

The task of accelerating growth in ter 
tiliser consumption extends beyond the 
Seventh Plan period Virtually all further 
growth in crop production will have to come 
from continuous increases m yields as op¬ 
posed to expansion of arable land All pro¬ 
ven yield-increasing technologies, whether for 
irrigated or unirrigated land, depend on high 
levels of fertiliser application This is not 
surprising because the limits of growth m 
yields are eienfua/Zy'determined by soil fer 
tihty In raising soil fertility, chemical fer¬ 
tilisers have become increasingly important 
as the experience wsorld over suggests Even 
China, with its exemplary performance in 
mobilising organic sources of nutrients, is 
no exception ’ Incidentally, fertiliser con¬ 
sumption in China has crossed 18 mmts in 
1983-84 even though in the early 1950s it was 


no more than in India namely less than 
100 tXX) tons 1 he widespread deficiency of 
nitrogen in Indian soils is well known 1 he 
availability of phosphorus and potash is also 
low and there is growing evidence of defi 
cicncies m sulphiii ind micro nutrients at 
growing number of locations ’ Obviously 
yield based gruwili m agricultural produc 
tion cannot be sustained without removing 
these constraints * I hus the real question 
I oncerning the future is not whether but how 
to accelerate growth in fertiliser use and 
ensure its maximum eilectiveness in crop 
production 

To discuss the above question mearangfuUy, 
It IS necessary to identify the factors behind 
past growth in fertiliser consumption, 
cntically assess their strength and weaknesses, 
and then arrive at the required modifications 
in policies to accelerate growth in fertiliser 
consumption 

One approach repeatedly used for this 
purpose has been to estimate a relationship 
in which fertiliser consumption is considered 
a function of such agro economic variables 
as weather conditions, irrigation, area sown 
to fertiliser responsive varieties, cropping 
pattern, and relative prices of crops to 
fertilisers, that is, the variables which deter¬ 
mine farmers' returns on and hence their de¬ 
mand for fertilisers The estimated coeffi¬ 
cients of different explanatory variables are 
then used to draw policy conclusions 

Quite apart from the msability of staustical 
results obtained in such exercises, the above 
approach seems inappropriate because of 
three main reasons First, it views growth in 
fertiliser consumption as a sole outcome of 
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growth in farmers’ demand fot tertilisers 
This implies that lertiliser supplv and 
distribution systems exert no influence of 
their own on growth m feriilisei consump 
tion except through fertiliser prices, and that 
these systems respond instantaneously to 
changes in farmers’ demand for fertiliscis 
Such an assumption is clearly unrealistic 
Moreover, with such an assumption one 
bypasses the consideration of policies re 
quired to remove deficiencies in fertiliser 
supply and distribution systems which con 
strain the pace of growth in feitiliser con 
sumption This would be most unfortunate 
as argued later Second, important as 
variables which determine farmers' returns 
on fertiliser use are, it seems absurd to say 
that continuous changes in them are 
necessary to sustain growth in fertiliser 
demand under all circumstances Both a 
prion reasoning and empirical evidence 
clearly suggest that such an interpretation 
of growth in fertiliser demand is mechanistic 
Third, the approach outlined in the previous 
paragraph could lead to imprudent-—if not 
altogether unrealistic—pnee policy prescrip¬ 
tions since growth in fertiliser consumption 
IS specified as a function of the relative 
prices of fertilisers to crops besides variables 
behind fertiliser response functions like 
irrigation, area under HYVs etc ' 

Viewed thus, to discuss policies required 
for acceleration in fertiliser use, one needs 
an approach which incorporates all essen¬ 
tial elements and relationships which deter¬ 
mine growth in fertiliser consumpuon. Hut 
IS what IS attempted in the rest of the paper. 
The next section presents a heunstic 
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framework to understand forces behind 
growth in fertiliser consumption Its 
usefulness is demonstrated in the subsequent 
section by focusing on the past growth in 
India's fertiliser consumption Policy re 
quirements for tuture growth in consump 
non emerging from such an analysis are 
presented in the final section 

I 

A Heuristic Framework 

The agronomic potential of fertiliser use 
in a country is determined by factors like soil 
quality, climatic environment, cropping pat 
tera, genetic characteristics of crops, and use 
of inputs other than fertilisers Together 
these factors determine physical responses 
of crops to fertiliser use, and thus the max 
imum amount of fertiliser which could be 
used to increase agnciUtural production The 
economic potential of fertiliser use is deter 
mined b> both the above factors behind fer 
tiliser lesponse functions and prices of crops 
as well as fertilisers These determinants of 
economic potential we shall call agro 
economic variables 1 acli set of these 
variables determines ihc maximum amount 
of fertiliser which could be used most pro 
fiiably The economic potential is less than 
agronomic potential because fertiliser is not 
a free input It ma) be added that the term 
potential as defined above clearly implies 
that It IS not a fixed quantity 

Actual fertiliser use is an oiitiome of both 
the conversion of the economic potential 
into farmers effective demand for fertiliser 
and fulfilment of this demand by fertilisers 
supply and distribution systems Besides 
agro economic variables three processes and 
their interactions influence the level of actual 
fertiliser use 1 hese processes are (i) the eon 
version of the economic potential into 
farmers’ effective dcrqand lot fertilisers 
(ii) timely delivers of fertilisers to farmeis 
at geographically dispersed locations and 
( 111 ) the creation of adequate aggregate supp 
ly of fertilisers through domestic production 
and imports 

Empirical evidence consisfently indicates 
that in virtually all countries (including 
India as shown later) fertiliser use has begun 
with a few farmers using it on selected crops 
at limited locations There was less than 
complete diffusion of fertiliser use on land 
where it was potentially profitable, and rates 
of application on fertilised land were sub 
optimal This implies that when the use 
began there was a vast untapped economic 
potential of use under the prevailing 
response functions and prices Actual 
fertiliser consumption then grew over time as 
a result of the spread of use on unfertilised 
land and increase in rates of application on 
ferulised land 

The evidence also shows that the pace and 
pattern of growth in fertiliser use were 
influenced more decisively by the devclop- 
menu of the agricultural research, extension, 
credit, and ferUltser distribution plus supply 


systems than by niaiginal changes in prices 
of either crops or fertilisers This is not sur 
prising because farmeis, though rational are 
not omniscient 1 hev need location specific 
information on the responses of crops to fer 
iiliser use to judge which of the ciops could 
be profitably fertilised and to work out 
details ol leitiliser pr-'cticcs Agricultural 
research system which generates suth infor 
mation and the extension system which 
delivers it to farmers influence these deci 
sions of farmers Similarly, sufficient credit 
IS often necessary to convert farmers percep 
tions of profitabilitN on fertiliser use into 
their effective demand for fertilisers But 
even this is not enough Actual use of 
fertilisers would still depend on whether ade 
quate fertilisers are available at the right 
place and time 1 his depends on the level of 
development on efticiency in the workings 
of fertiliser distribution, production, and 
impoit systems 

Development ot the above systems have 
influenced growth in fcrtiliseV consumption 
not only b\ tapping ihc unexploited poten 
tial but also by laising the profitability 
.and economic potential of fertiliser use 
Agricultural research and extension systems 
have been behind upward shifts in response 
functions by developing and spreading 
new technologies ni crop production and 
educating taimeis in efiicient use of fer 
tilisers Reductions in larmers’ tcrtiliser cost 
have resulted from technological break 
throughs and operational efficiencies in 
supply and distribution systems coupled 
with higher prices ot crops resulting from 
expansion in demand due to rapid economic 
growth Propping up prices of crops or 
lowering fertiliser piicts through subsidies 
are not etfective substitutes Instead such 
measures have usually distracted attention 
ol the policy makers from the more deman 
ding tasks of developing the systems which 


generate sustained growth In fertiliser 
consumption 

The above framework is especially relevant 
tor developing countries like India foi three 
re-isoiis I irst iggregatc fertiliser consump 
non III most ol them is below the potential 
as determined by prevailing response 
t unctions price environment Second, 
systems which influence growth in fertiliser 
use are inadequately developed and ineffi 
cient \nd third inuiactions between these 
systems arc usually not governed by the pncc 
mechanism Hence policy ntervtntions for 
the real tasks ol adequately developing them 
have to be varied and based on correct 
understanding of what governs the develop 
mem and workings of these systems 
Iht policy requirements ol accelerated 
growth in fertiliser consumption cannot be 
correctly idcntiticd without interpreting the 
past growth in tertiliser consumption in the 
tramework outlined 

H 

Indian t^xporionre 
Fertiliser use began in India on tea plan 
tations in the 1920s It spread little outside 
the plantation sector until 1943 when the 
government launched the Grow More I ood 
Campaign in the wake ol the Japanese 
occupation ot Burma tioin where India was 
importing nee and the Bengal Famine 
L ftons to promote fertiliser use in the non 
plantation sector to raise food pioduction 
rapidly gathered momentum alter India 
bceame independent in 1947 The major 
aims were (1) lo create farmers demand by 
generating atnd spreading the knowledge 
about responses of crops to fertiliser use 
through thousands ol trials on (aimers’ 
fields (2) lo improve ihe response function 
environment through development of irriga 
tion and spread of high yielding varieties 
Ihe latter began in the mid 1960s (3) To 


Year 


1951/52 

1956/57 

1961/62 

1966/67 

1973/74 

1974/75 

1975/76 

1976/77 

1977/78 

1978/79 

1979/80 

1980/81 

1981/82 

1982/83 

1983/84 

1984/85 


TxBiir I FcHTiiisra Consumption IN India, I95| S2 io 1984 85 



Consumption* ((XX) Tonnes) 


Consumption” 
Per Ha (Kgs) 

N 

PP, 

KjO 

Total 

59 

7 

8 

74 

06 

123 

16 

15 

154 

10 

250 

61 

28 

339 

22 

738 

249 

114 

1 101 

70 

1,830 

650 

360 

2,839 

16 7 

1766 

472 

336 

2,573 

15 7 

2,149 

A61 

278 

2 894 

16 9 

2,457 

635 

319 

3 411 

204 

2,913 

867 

506 

4 286 

249 

3,420 

1 106 

592 

5,117 

29 3 

3,498 

1 151 

606 

5 255 

310 

3,678 

1,214 

624 

5,516 

31 8 

4,069 

1 322 

676 

6 067 

34 3 

4,224 

1 436 

727 

6 387 

36 2’ 

5,204 

1 730 

775 

7.710 

43 6' 

5,486 

1 886 

839 

8 211 

46 4’ 


/Votes a Distribution taken as consumption lor 1951/52 and 1956/'7 
b Based on gioss cropped area 
c Based on gross cropped area in 1981/82 

Sou/ce ‘’Fertiliser Stalistici. 1984 85", Fertiliser Association of India, New Delhi, 1985 
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develop a fertiliser distnbution system Imktd 
with agricultural credit system (4) enlarge 
fertiliser supplies by developing doinisiic ter 
tiliser industry and imports lo contiol 
fcrtilisei prices 

The major features of the lertiliscr price 
policy were uniform prices ihioughout the 
country, virtual absence ol subsidies until 
the mid 1970s, and the growing fiscal buidcn 
of these subsidies in recent years (Table 2 and 
3) Incidentally, the leal puce of ftiiiliscr 
(that IS price of Icitil.ser relative to prices 
of crops) in India Ins been generally higher 
than in many couniiics during the last three 
and a half decades It may also be noted that 
the substantial incuasc in fertiliser subsidies 
between 1977 78 and 1984 8^ has not 
lowered the "real price of fertiliser paid bv 
farmers over time (fabL 4) 1 he increased 
burden of fertiliser subsidies has been mainly 
due to vast growth in feitiliser consumption 

Because of the above efforts and the vast 
untapped potential whish furthei increased 
due to growth in irrigated areas and spread 
of HVVs fettiliscr use in India grew from 
0 ^ kilograms of nutrients per hectare in the 
late 1940s to 46 kilogiams in 1984 8^ India 
now ranks fourth m total lertiliscr consump 
tion rticr the USA, the USSR and China 

India s loiirth rank is ot course due to its 
large sue But the same applies to the USA, 
the USSR and China AH rank much lower 
on a per hectare basts India's record in 
raising its fertiliser consumption to about 46 
kilograms per hectaie by 1984 85 is ini 
pressivc compared with the time taken by 
many developing and developed countries to 
make similar increases On the other hand. 
It IS much less impressive than that of China 
It IS important lo note that farmers’ real 
price of fertiliser has been higher in China 
than in India throughout the last three and 
a half decades 

Despite such impressive growth total 
fertiliser consumption has been below 
the potential indicated by the response 
functions- price environment' That there 
was sufficient scope for faster growth is 
indicated by less than complete diffusion of 
fertiliser use on all crops, even on irnaated 
areas, until at least the mid 1970s " Similar 
ly, fertiliser use under unirrigated conditions, 
even on traditional varieties grew slowly but 
steadily The reason why past growth in ter 
tiliser use was not faster lies in the various 
deliciencies tn fertiliser promotion, distribu¬ 
tion, and supply systems These include in 
adequate efforts to convert the potential into 
farmers’ demand for fertilisers through 
meaningful extension activities, slow expan 
Sion of and various inefficiencies in the fer 
ttliser distribution system, repeated shortfalls 
in planned domestic fertiliser production, 
and wide annual fluctuations in fertiliser 
imports 

l^tiliser diffusion has been most rapid 
on crops and varieties which respond to fer¬ 
tiliser use dramatically, even though they did 
not have the best price environment Con¬ 


centration of ft tiliser use on irrigated areas 
and HYVs also indicates the strong influence 
of fertilistt ri’sponse functions on growth ot 
fertiliser <ise Cirowih in fertiliser use on 
oilseeds and puises has been slower than on 
ricc and wheat dcspiie better price environ 
meni for the li rmer Also dillusion of fer 
tiliser use ha> Iccn faster in irrigated areas 
than on the sam< crops in uniii'gatcd areas 
further conflrn mg that vai tables behind fer 
tiliser response functions have been more im 
poitant than pticcs 

Although fertiliser use was more pro 
fitable on irrigocd areas ii was not confined 
to them Moil impoitani, fcrtifiscr use on 
unirrigated areas under virtually all crops 
grew steadilv even when then was scope for 
further ditfusi m on irrigated iieas tot in 
siaftce by 1916 use had spread to about 
18 ptr cent ol t Ual unirrigated areas even 
though about uiic third of the irrigated areas 
was still not fettilised The explanation for 
this IS that the systeiTo influencing growth 
in lertiliscr consumption in certain regions 
with low iriig iiion were tclatively better 
dcselopec than in those with high levels of 
iriigalion TIu experience ot Gujarat state 
cicariv reve ils ihis 

With less than 20 per cent ol its area 
irrigated and iclitively poor tainfall, Gujarat 
in 1981 82 had the highest level ot fertiliser 
consumption per hectare among all states 
and union tcrntories in which upto 40 per 
cent of aiablc I ind was irrigated Fcttilisci 
use on unirngati d areas accounted lor more 
than halt ol total fertiliser consumption in 
the state in the mid 1970s This was double 
the shaic ot unirrigated ateas for the coun 
Irs as a whole Relaiisciy fastir gtowth on 
unirrigated areas of Gujarat was mainly due 
to certain stiengths of the fertiliser disinbu 
lion system an J to pressure from the supply 
side especiallv liotn the fertiliser factories 
in the state ' 

Wide variation in the rates of growth in 
fertiliser consumption among different 
districts within states has been commonly 
attributed to the inter district variations in 
irrigation, cropping pattern, and spread of 
HYVs In addition, differences among 
districts in the development of fertiliser 
distribution system and supply of agri 
cultural credit have also been lesponsible 
Recognition ot this is obviously useful in 
evolving policies to broaden the geographical 
base of growth in fertiliser use 

Both fertiliser diffusion and rates have 
reached fairly high levels in regions which 
have accounted tor bulk of the past growth 
in fertiliser use Thus, for instance, districts 
accounting for about one flfth of the coun¬ 
try’s cultivated area have been dominant in 
the past growth of fertiliser consumption 
with a share of about 55 per cent Average 
rates of fertiliser application in these 
districts had reached more than 50 kgs per 
hectare by the late 1970s In one-fourth of 
these distncts, they had exceeded 100 kgs 
per hectare Smee all cultivated land in a 


distiict seldom comes under fertiliser use, 
rates of application on fertilised land in these 
districts must have reached considerably 
higher levels This being so, continued 
dependence ol the government machinery 
and leitilisei industry on these regions for 
further growth in lertiliscr consumption has 
started to generate pressure foi higher prices 
of crops and lower prices ol fertilisers 
because ot diminishmg marginal production 
from additional fertiliser use as the ex 


IxB112 PrOIITS and I OSSrS l NIIFR IHF 
“si Htvil- UlR I HI ‘Pi Rt HASl Ot < HIMK Al 
Ftriiiisirs’ 1944 45 1963/64 


Year 


Net Piofit or Loss 



(Rs)_ 

1944/45 


6 71 583 

1945/46 


25 64 061 

1946/47 


4 40 316 

1947/48 


14 29 857 

1948 49 


1,42 639 

1949/50 


19,63,799 

1950/51 


11,43,466 

1951/52 


4 44 627 

1952/53 


3 40,1 S8 

1953/54 


68 70 760 

1954/55 


45 47 472 

1955/56 


8 75 <185 

1956/57 


22 58 216 

1957 58 


1 54 78 413 

1958/59 


3 50,50 140 

1959/60 


6 37 07 000 

1960/61 


7,44,81,063 

1961/62 


9 47 19 930 

1962/63 


8 5006,580 

1963/64 


5 14,33 663 

Total (1951/52 1963/64) 

42 61 19,053 

Soune Report of the C ommitlee on Fertilisers 

Ciovernmenl ol India New Delhi, 1%5 

P 
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TABirl Frkrii istRSuBsiDirsiNtiiL Ri rxtis 

Of 

lllb CtNIKAI 

GlIVI RNMFN1 



(Ri in crote) 

Year 

Imported 

Domestic loial 


Fertilisers 

I crtilisers 

1971/72 

-20 

20 

1972/73 

-18 

— 18 

1973/74 

33 

33 

1974/75 

371 

- 372 

1975/76 

242 

242 

1976/77 

52 

60 112 

1977/78 

159 

107 266 

1978/79 

169 

173 342 

1979/80 

282 

321 603 

1980/81 

335 

170 505 

1981/82 

100 

275 375 

1982/83 

55 

550 60S 

1983/84 

142 

900 1,042 

1984/85 

632 

1,200 1,832 

1985/86 RE 450 

1,600 2,050 

1986/87 BE 250 

1.700 1.950 


Note. RE = Revised, BE « Budget estimates 
Soune Compiled from Report of the Commit 
tee on Controls and Subsidies, May 
1979, and Budget documents 
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penence of the last few yean indicates Such 
pressures could be effectively countered only 
if promotion and distribution systems are 
developed in other regions and fertiliser 
response funvtions are shifted upwards 
through training of farmers m details of 
agronomic practices in regions where fer 
tiiiser use is concentrated 

III 

Policy Requiranenta for 
Accelerated Growth in 
Conaumption 

Policies to accelerate growth in feruliser 
consumption should be based on a strategy 
which aims at both rapidly converting the 
untapped potential into actual use and con 
tinuously raising the economic potential of 
fertiliser use through upward shifts in 
response functions 

Most of the unexploited potential is on 
more than 70 per cent of umrngated land 
This land accounts for more than 80 per cent 
of the production of jowar, bajra, pulses, 
and oilseeds about 67 per cent of cotton 
production, and 30 to 40 per cent of the pro 
duction of nee and wheat Therefore, rais 
mg productivity of uniingated areas is 
crucial to sustain yield based growth in 
agricultural production Among the con 
straintv on efforts to raise productivity of 
umrngated areas, low soil fertility is as severe 
as any other Unless concerted efforts are 
made to raise soil fertility through judicious 
use of fertilisers farmers would have 
little incentive to invest in other dryland 
technologies 

Since agro climatic environments of unir 
rigated areas differ, location specific 
knowledge on fertiliser response functions, 
fertiliser practices and other agro economic 
matters need to be generated through 
strengthened, decentralised research Im 
proved co ordination between agricultural 
research and extension systems also is needed 
so that research information can be effec 
lively spread among farmers This cannot be 
overemphasised because additional produc 
tion due to fertiliser use depends on such 
things as timing and method of application, 
balance among nutrients, sowing time, 
choice of variety and plant population 
What makes these considerations critical in 
rainfed areas is that without appropriate 
agronomic practices, returns on fertiliser use 
are considerably lower and more uncertain 
than on irrigated areas On the other hand, 
available research clearly indicates that with 
appropriate practices, returns to feruliser use 
on rainfed areas could be considerably 
enhanced 

The above efforts should be simultaneously 
supplemented by adequate and timely flow 
of credit to farmers and development of ef¬ 
ficient fertiliser distribution system Small 
increases in distribution margins (a price 
policy measure) may not suffice to accelerate 
expansion of fertiliser distnbuuon system m 
rainfed areas especially if vigorous en'orts 


to promote fertiliser use are absent and fer 
tiliset turnover remains low 
Neither promotional clforts not expan 
Slow of distribution system in umrngated 
legions would sustain growth unless the 
aggregate fertiliser supply stays ahead of 
growth in market tor fertilisers in current 
and newly irrigated areas Lven during the 
Seventh Plan period, this would depend on 
tertiiiser import policy More often than not, 
this policy has been governed bv short term 
considerations of cleanng inventories and 
savings in loreign exchange 1 his needs to be 
replaced by an understanding of the role of 
the supply side m converting the untapped 
potential into actual fertiliser use The 
experience ot Gi'iarat state clearly de 
monsirates how sustained pressure from the 
supply side opens up fertiliser markets in 
rainfed regions A policy of “liberal” 
imports of fertilisers will most likely be 
resented by the domestic fertiliser industry 
It may also lead to an increase in invcniories 
in the short run But this calls for develop 
ing effective mechanisms to resolve conflicts 
of interest between different segments of the 
fertiliser system rather than rejecting a policy 
which would accelerate diffusion of lertiliscr 
on uniingated areas and thus raise produc 
tion of commodities like oilseeds and pulses 
which are in short supply 
Raising rates ot application on fertilised 
land to optimum levels is another way to 
generate growth in consumption Efforts to 
tap this unexploited potential should con 
centrate on educating farmers in efficient 
icrtiliser practices such as balanced use of 
nutrients, correct timing and placement of 
fertilisers, and wherever necessary, use of 
micro-nutnents and soil amendments Thoe 
IS ample evidence of deficiencies in these 
practices, even in states and districts with 
high level of feiiiliser use Adoption of lor 
red practices would increase the efficiency 
of fertiliser use and thus raise returns on it 
Clearly this is a superior alternative to using 
price policy to raise rates of fertiliser 
application 


The econoniK potentiid of fertiliser use 
must be increased if sizeable growth in fer¬ 
tiliser consumption is to be sustained. Dif¬ 
fusion of fertiliser and currently availabfae 
high yielding varieties on presently irrigated 
land seems virtually complete Rates of 
appiicauon are also fairly high at many loca¬ 
tions While there is scope to raise them 
lurther, efforts to do so should be accom¬ 
panied by improvements in fertiliser and 
other agrononiic practices and better watei 
management Without such efforts, the 
strategv to increase fertiliser use on land 
which IS already fertilised at fairly high rates 
would aggravate the pressure for lovw fertiliser 
piues and higher support prices of crops 

lo increase the economic potential of fer¬ 
tiliser use, accelerated development of irriga¬ 
tion potential and its fuller utilisation are 
a must In addition, the agncultural research 
system needs to be strengthened to improve 
the lesponse fundions on both irngated and 
unirrigaied areas The importance of there 
policies IS well recognised and needs no 
elaboration in order to exploit the economic 
potential of these policies, however, defiaen- 
cies >11 agricultural extension (especially with 
respect to its interface with the research 
system) and ciedii as well as in ferttlisei 
supply and distribution systems must be 
removed Thus, in discussing policies it is 
necessary to distinguish between policies 
which aim at increasing the potential 
(through say growth in irrigation and 
research on varieties) and those which aim 
at rapidly converting it into actual fertiliser 
use through removing deficiencies in exten 
Sion, credit, distribution and supply system 
Past experience indicates that inadequate 
appreciation of the compiememanty of 
these sets of policies eventually results into 
long time lags m full exploitation of the 
potential 

The discussion thus far has focused on 
non price policies foi three reasons First, 
past growth in fertiliser consumption was 
determined more by the non price factors 


Tabii-4 RhiAiivi Prk is or FLRTiLisras TO Crops, 1977/78 ro I984/8S 


Vear Ratio of Urea Based Nitrogen P ri ce to Min Support P uce o£ Ratio of I Nos 



Paddv' 

Wheel 

Coarse 

Grains 

Gram 

Ground 

nut 

(Shell) 

Sugar 

cane 

Seed 

C otton 

iute 

of Fertiliser 
Price to Whole 
sale Price of 
Food Non¬ 
food 

1977/78 

4 38 

300 

4 55 

^55 

211 

39 65 

132 

2 39 

102 

099 

1978/79 

396 

2 93 

396 

2 70 

I 93 

33 70 

1 32 

2 25 

102 

103 

1979/80 

3 32 

2 69 

3 32 

2 25 

1 66 

25 20 

1 15 

203 

0 89 

086 

1980/81 

4 14 

3 35 

4 14 

300 

211 

33 46 

143 

2 72 

120 

1 n 

1981/82 

444 

3 65 

4 41 

b 

t 89 

39 31 

b 

292 

117 

114 

1982/83 

419 

3 38 

4 33 

b 

1 73 

39 31 

1 34 

292 

111 

113 

1983/84 

3 53 

3 07 

3 77 

199 

148 

34 59 

1 17 

2 52 

0 95 

095 

1984/85 

3 41 

2 97 

3 59 

195 

1 37 

33 36 

1 14 

2 39 

NA 

NA 


Notes a Coarse vaneiy of Paddy 

b Minimum pnee not announced 

Source Developed from information available m "Indian Agriculture in BneP’ (2(Xh Edition), 
"Economic Survey, I984/8S”, and “Fertiliser Statistics, 1984/85 ’ 
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and processes than by changes in prices of 
either crops or fertilisers Second, rapid 
growth in cuiisumpiion uuiially depends on 
fuither development of these systems and on 
toiuinuing technological change which raises 
the Icrtiliser potential 1 hird, India docs not 
seem to have much scope to continuously 
lower puces ol tcriiliscrs relative to those ol 
crops, at least in the shoit run 

Since I94t when it launched fnc elfoiis 
to iiicieasc teriiliser use on food vr >p> the 
government has si itatoiilv coniiollcd prices 
Ot most (citilis>.isa( Idctoiy, port and Inin 
gate levels" Hisiuis kcetniig ilicin ai 
reasonabU Uvcls two eatuics of the pi licv 
have been cqiialisaiioii ot the co I ol 
domestic and imported fertilisers and 
pooling transp sitation cost and living 
dMiibutioii in irgiiis so ihat laini gale pi ices 
wcie iiinfurin ovir ihe ounlrv Until the 
early I9~0> llieie was no tnajoi hiidgetaiy 
subsidy on lei till eis (Tables 2 and In 
fact the e was siiipliis in all bin a lew yeais 
Ineideiil ills this disiingiiished Indi i lioin 
many othti developing countries 

Ihe situation has changed since 197^ 74 
and Linliser subsidies in the budget of the 
C ential eoveinnieiii have ciossed Rs 2 000 
erore (I ibL 1) Initially subsidies vseie 
neeessilated by the hike in ihe vost ol 
import! d Ititilisers Alter 19"’^ '’o howevei 
both iinporiid and domestic lerliliseis Acie 
subsidised I ht latter leeouiiterl tor 78 per 
cent ot total lertilisei subsidies in I98S 86 
rite mounting buiden ol subsidies on 
domestic feitilisers has been due to intiodue 
lion ot teitilisei retention piiee scheme trum 
1977, high investment cost ol new teitiliser 
lactones, escalation in Ihe prices ol luel ind 
feedstocks increased cost ol teitiliser 
disliibution. and ncativ lour told growth m 
terillise pioduelton 

The retention pii c scheme originated in 
the enhanced cost ot teitiliser produeiion 
alter the oil eiisis ol the early 1970s and the 
strategy to meet Icrtiliser reQuiiemenis 
through growth ot domestic ftriiliser 
industry Ihe* scheme assiues a maiuil letutei 
12 pei lent post tax mums on net worth 
provided eeitaiii norms are achieved Ihe 
average cost ot supplying domestic terlilisers 
has b ell highei than piiecs lived lor 
larnuis In recent years, ii has also been 
higher than the cost ot imported tertiliseis 
Unless the cost ol doinesiie production tails 
or pi lees charged to farmers arc raised the 
targeted giowih in leriihsei consumption will 
cause lertiliscr subsidies to use to Rs 7 000 
erore bv 1990 ’’ There is scope’ to lower cost 
of piodueiion through(j) laising ihe eapaei 
ty utilisation and cffieienev of many fertiliser 
plants, (b) bv lationalisation in the pricing 
and liseal policies toi feitiliser raw matciials, 
feedstocks and cciutpment, and (e) thrtvugh 
belter planning, speedier implementation 
and sound economic analysis in taking up 
new projects " On Ihe other hand even 
with eonetricd etforis in all these directions, 
the aveiaec cost ot tcitiliscis supplied bv the 
domestic mdusirs mav rise over iime 
because the investment costs ol newer plants 
are highei 

Discussion of the ments ot meeting ter 


tiliier requirements from apansion m 
domestic lertilisei industry is beyond the 
Scope of this paper The issue is eomplex, 
involving the technological capability and 
cvpeiienee gained ii fertiliser production,'^ 
the place ol tcrtilisei industiy in the 
1 eono'iiie developii ent Strategy, and foreign 
I'velunge rtq nrem i is ol large scale imports 
ivei) vear At presciit India ranks either first 
or second to ( nin i in net imports ot fer 
iilisci tinong all uiitnes Thus, India's 
presence in the viorld fertiliser market 

I ifliienees the pi ei One thing, howeve’r 
eeeiiis elt II (liven f‘tc strategy ol fertiliser 

upplj, the ^rowiiit, iiiirden of fertiliser sub 
e dies on (he budgiiaiv tesources eltarly sug 
gests that thtie is ha dly any scope to lower 
the prices of leriiliscis charged to tatmers, 

II le ist in the shori lun I his is ilso clear 
tioni the long leini fiscal Poliev Papei of 
the Ciuvcrnincrit ol India 

In the past, the pike policy tor eiops has 
played a key role in iccelcrating the spread 
ot HYVs and ilui increasing farmers 
demand tor tertiliseis In the absence of 
public prueiiremeni operations large 
maiketable surplus niieht have lowered the 
piiees and slowed down dittusion of HY Vs 
will) conseiiueiit idwise impact on growth 
in demand (oi terlilisers But thi> kind of 
impact ot agiieultural price policy on dc 
iiiand toi tertilisii s ems to be over Cur 
reiitly available HVVs are widely dillused 
and rites of feitilisei application on them 
have reached laiilv high lewels Another eon 
siiaint on the policy ol supporting prices ot 
crops at higher md higher levels is the 
relativciv slow growth in effceiive demand 
lor loodgiains Thie has resulted in laigci 
piOt.utemeiU and slock holding by the 
goveiiinuiit and giowing burden of food 
subsidies Removal ot demand eonsiraints 
depends on rapid giowth in employment, 
and this calls tor lontaining upward 
picssures on agricultural prices 

Because ol these loiistrainis on lowenng 
teal prietsol terlili-.ers, non piiet policies 
will be more eiiieial than ever before in 
dcteiiTiining the pace ot futiir-’ giowth in 
India’s fertiliser consumption This, however, 
IS no ground lor pessimism about aeeclcra 
tioii 111 future growth ot fertiliser eonsump 
lion i>i a delcattsl jtiitude in evolving 
pollens required tor this purpose as the 
above analysis shows It is also demonstrated 
bv the experience ot the Sixth Plan period 

Between 1979 80 and 1984 8^. fertiliser 
eonsuinpiion increased by nearly 3 million 
nicitie tonnes This imounts to^an average 
annual increment of about 6,00,000 tonnes 
which IS 32 pet eeiii laigcr than in the T-ifth 
Plan period ‘‘ Notwithstanding the increas 
ed burden ot tertiliser subsidies, this ae 
eelcration in giowih ot consumption cannot 
be attributed to the iclativc prices ot fer 
nliseis lo eiops becoming more favourable 
to tJi nierv than w hat they were in the late 
1970s In laet. Ihe* Sixth Plan began with 
about 40 per cent inciease in Icrtiliser prices 
Thev weic luithei increased by about 15 per 
cent in 1981 82 1 he reduction of about 10 
per cent in 1983 84 should be viewed in this 
context W hile the prices ot ciops also went 


up, the increase was not conunensunue wkb 
the upward revisions in fertiliser prices, at 
least for the major fertiliser consuming 
crops C onsequeiitly farmers needed more 
units ot crops to buy a unit of fertiliser than 
in the years immediately preceding the Sixth 
Plan period (Table 4) 

This IS not to argue thai prices of fer¬ 
tilisers and crops do not matter in growth 
of fertiliser consumption That would be 
preposterous What is stressed is that if fer¬ 
tiliser use IS significantly profitable under 
a given price environment (as it indeed was 
in the late 1970s), it need not become more 
profitable for growth in consumption to con- 
(iiiue In fact the growth could continue 
even it there are some unfavourable changes 
in the price environment (as demonstrated 
bv the Sixth Plan experience) provided other 
factors facilitating growth in consumption 
are operating 

W hat other factors wcie operating during 
the Sixth Plan period'’ Between 1979 80 and 
1984 85, gross irrigated area most likely 
increased by o to 7 million hectares and area 
sown to HYVs by 16 to 17 million hectares 
Together these might have contnbuted about 
halt of the growth in fertiliser consumption 
between 1979 80 and 1984-85 through 
increased rates of application due to upward 
shifts in response functioijs '* Thus the re 
■naming growth in fertiliser consumption 
must be due to (a) increments in rates of 
application on land already fertilised by 
1979 80. and (b) spread of fertiliser use on 
land not fertilised by 1979 80 That there was 
ample Scope for these is obvious from the 
evidence on past growth discussed in the 
previous section What is noteworthy is that 
these processes operated in a period during 
which price environment did not become 
more favourable to farmers than what it was 
in the late 1970s 

Identification ot all factors behind the 
above processes requires considerably more 
informaiion than what is readily available 
vBut an interpretation of the available infor 
mation within the tramework of this paper 
suggests that the following must have played 
a maior role (1) Pressure from the supply 
side on fertiliser industry and distribution 
system to push teitiliser consumption The 
piessurc resulted from substantial growth in 
domesiie production and enhanced imports 
in 1979 80. 1980-81, 1981-82 and again in 
1984 8^ That such pressure did exist was evi¬ 
dent trom repeated complaints bv the 
industry about ‘'excess” supply (2) Im¬ 
provements in fertiliser distribution system 
especially with respect to growth in number 
ot sale points, delivery of fertilisers at loca¬ 
tions without rail heads, and upward revi¬ 
sion of outdated distribution margins (3) 
Substantial increase in institutional credit 
supplied to farmers (4) Improvements m 
agricultural extension system prompted by 
the spread ot T and^V system (5) More than 
sesen told increase in the supply of quality 
seeds 

It IS not our contention that all was well 
with the above factors and poliaes behind 
them That would be an exaggeration in the 
lace of vast differences in the levels of fer- 
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dBwr uw stiong notes and districts, various 
inefriaencies tn farmers’ fertiliser practices, 
and ihany deficienaes which still persist in 
the systems which affect growth in fertiliser 
consumption But one cannot deny that fac 
tors listri above contributed sigmficantly to 
growth in fertiliser consumption during the 
Sixth Plan period The absence of favourable 
changes in the relative prices of fertilisers to 
crops over what they were in the late 1970s 
underscores the role these non-pnee factors 
and policies could play in sustaining rapid 
growth in fertiliser consumption 

Thus, to conclude; the task ahead is to fur 
ther evolve and strengthen the non price 
pohcies which affect the pace of growth in 
fertiliser consumption Inasmuch as relative 
prices of fertilisers and crops are still 
reasonable, and there is a vast scope to 
improve efficiency of fertiliser use, shift 
response functions upwards, and remdve 
deficiencies in fertiliser supply and dtstribu 
tion systems, the task is clearly feasible Its 
urgency is obvious from the magnitude ot 
acceleration m growth of fertiliser consump 
tion required to raise agricultural production 
to desii^ levels and the mounting budgetary 
burden of food and fertiliser subsidies ” 

Notes 

1 The magnitude of the task is highlighted in 
absolute rather than in percentage terms 
because ot vast changes in the base level in 
recent years There is yet another advantage 
of using absolute terms Growth in total 
consumpuon results from two forces (i) fer 
tdiser use spreading to unfertilised land, and 
(II) increments in rates of application on 
land which is already fertilised What com 
binations of these two foices could raise ter 
tiliser consumption to some target level can 
be readily surmised when required growth 
IS specified m absolute terms This, in turn 
IS helpful to infer the implied dimensions 
of many tasks in such systems as agri 
cultural research, extension, credit and fer 
tiliser distnbution and supply 

2 See Thng and Stone (1980, p 47) 

3 See Randhowa and Thndon (Mruary 1982) 

4 This IS no less applicable to ummgated than 
to imgatcd land See Tuidon (June 1981), 
IlMnar, Gupta, and Khanna (Apnl 1983), 
and Desai (August 1983) 

5 For a discussion of the ‘speaficaiion error 
in this type of models, see Desai (1982 
Chapter A and Appendix) 

6 For elaboration, see Desai (Forthcoming) 

7 For instance; under the fertiliser response 
funcuons-cum-pnee enviionment prevailing 
in the early 1960s, Panse estimated that it 
was possible to use 3 57 milbon metric 
tonnes of mtrogen (Rinse, 1964) Actual 
mtrogen consumption in the early I96(H was 
about 3,00,000 tonnes It crossed 3 57 
million tonnes m only 1980-81 Clearly, by 
then the potentiid must have gone up 
substantially because of vast growth in 
irrigated area and widespread diffusion of 
high yMUing vaneues. That the level of fer 
tihso’ use IS stiU below the potential is sug 
gested by findings of all India Coordinated 
Agronoiiuc Protect on crop responses to 
fertilisers in different soil and agro-clunauc 
regions and fertitaser consumpuon suustics 
by districts and states SeePillaiero/(1985), 
and Fertiliser Association of India (1985) 

8 Set DeiMi 0912) for these and such other 


findings as well as el^oration of the 
arguments m this and next two paragraphv 

9 for dehiils, vse t nivcnuneni ot (miaial (lUhti 

10 The problem of raising fertiliser consump 
tion under unnrigated conditions shout I 
not be viewed as occurring onlv wun lov 
raintall Diringthv 1960s disirciv wiih low 
irngaiion locaied in high raintall regions 
particularlv im isntu India peiloiimd Mic 
worst among al Jiviricis with lii'U iiiiga 
non See Dcsai iiid Singh (1973 (. h.ipui 
4) Scrulinv of fcrti'iser consumption trends 
bv districts during the 1970s and earlv IU80s 
also suggests a similar pafiiin Aviilabk 
evidence also reveals that the distiicis in 
eastern India have in gentrti the kavi 
developed teiilisei disiribuiion and igii 
cultural exlens on ind credit svMcnis Toi 
the importance <1 maikct channels in 
growth ot fertiliser use in rainttd agii 
culture see Desn (tJetober 1983) 

11 for evolution ol fer'iliser price policv its 
interrelationships with fertiliser suppiv ind 
distribution policies and ciicuiustaiiccs 
leading to rspidiv growing burden ol Ur 
tiliser subsidies in reeeiit sears see Desai 
(March 1984) 

12 See the articles in rhe ELonomii 7ime\ 
January ^ and 4 1984 

13 Sec Jain and Satsa Nand (Oeeenibei 19S0) 
and Venkitiamanan (V1a> 1083) 

14 See Fertiliser Assonation of India (1080) 

15 This shows that the trend of lerliliser eon 
sumption had not deeeleiated as some 
researcheis eoniended in the early 1980s Ii 
also belied the tears of those who maintain 
ed that the upward revisions of teriilisei 
pnies during 1980 81 and 1981 82 would 
slow down growth m fertiliser consumption 

16 This estimate is based on the assumption 
that the 16 to 17 million hectares of addi 
tional area sown to HYVs included 6 to 7 
million hectares of additional gross irrigated 
area and that rales of (ertiliser application 
on these areas miriased, on an average bv 
100 kilograms per hectare over what il was 
m 1979 80 The increment m rate of applica 
lion due to additional areas under irriga 
tion and HYVs could be 'ignilicantls 
smaller than 100 kgs per hectare assumed 
here (It seems unlikely to have been largti) 
In this case the contribution of additional 
gross irrigated area and further spread uf 
HYVs to 3 million metric tonnes of growth 
m fertiliser consumption between 1979 80 
and 1984 85 would be town 

17 The following observations of the bnion 
Finance Minister are periineni in this con 
text Food and fertiliser subsidies have now 
reached Rs 3,700 crore and have increased 
by over 40 per ceni per annum in the last 
three years Even with buoyant tax revenues 
this order of increase is simply noi sus 
tamable At present rates of growth these 
subsidies would have reached Rs 14 OOt) 
crore by the end ol ibe Seventh Plan Al this 
rate, total subsidies would exceed Rs 41 000 
crore for the Plan period This is equal to 
the enure Central Plan for the first two 
years To put it in another way. this amount 
would be sufficient to provide one deep 
tube w.ll and one pnmary school building 
in each sillage of the country 1 he issue is 
what balance to strike” (See Speech of 
Shn Vishwanath Pratap Singh, Union 
Finance Minister, Presenting Central 
Covernmet’s Budget for 1986 87”, Rin A 
Paragraph 17, February 1986) 
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DISCUSSION 


ICs in Mass Programme: Risks Abound 

Sujit K Das 
Piju8 Kanli Sarkar 


IRIS KAPII ' once again Mands up for 
mjectabfe contraLcptives (IC) but ignores the 
questions raised by us* as regards the safety 
and feasibility Surprising!) Kapil has taken 
us to task tor raising ‘ basK. questions about 
the validity ot family planning programmes 
generallv ind the integrity of Indian pro 
grammes spctilically Thu is unfair It was 
KapiP wtio endeavoured to buttress her 
advt cat) ot 1C by asserting that F P pro 
qfi> mit. in India was a people’s piogramme 
s. < oiiicsted thi> argument by exposing the 
ciars bias and imperialist connection behind 
the piogiammc and suggested that the 
question ot K tan be debated “on purely 
medical and administrative grounds” This 
time kapil once again raises the issue by 
arguing that IC belongs to “I amily Planning 
Programme” whereas sterilisation is a part 
of ‘Population Control I’rogramme’’ f )bscr 
ving that lew poeple understand the mean 
mg of and the difference between these (wo 
programmes. Kapil continues that for 
reducing birth rate, non terminal contra 
ceplion like 1C is iar more effective than 
sterilisation We find this argument irrelevant 
and not germane to the issue under debate 
for the simple reason that IC and sterilisa 
tion are not competitive programmes, that 
target grou, s for (hem are quite different - 
young women for one and multi children 
mothers for the other, and that on both 
medico scientific and administrative require 
ments these two are far removed from each 
other 

We pointed out two basic grounds tor con 
sidenitton of the case of 1C - medical and 
administrative Medical argument tradi 
(lonally rests on benent/risk ratio From the 
available information it appears that the IC 
does prevent conception in the 60 dav 
schedule though not much superior to piH 
or Copper F The nsk factors have not yet 
been adequately explored and understood 
The concomitant physical side effects cited 
by us’ from a numbier of studies have not 
bm denied by Kapii, neither has she thrown 
any nesv light on the remote safety aspect 
of IC Let us adduce additionai risk factors 

1) Non-ieproductive systems Very little is 
known about how the drug (1C) is meta¬ 
bolised in the body, how it reduces weight 
gam, what is the fate of metabolites, etc A 
large number ol pharmacological and bio 
chemical studies conducted so far present 
loo complex and varied Findings to yet arrive 
at a coherent pteture Evidence of cumulative 
effects of acuve ingredients and metabolites, 
and findings of varied pharmacokinetic and 
metabolic behaviour are particularly bat 
fling One authority obseives that progestins 
may increase blood pressure in some subjects 
and icducc plasma high density lipoprotein 


level Lower HUI level is associated with 
increased incidence of arterial diseases Its 
administration results m invrease in basal 
insulin level tnd may cause decrease in 
carbohydrate to erance it exacerbates acne, 
hirsuitism, gall bladder disease and liver 
disease in vulnerable subjects 

2) Reproduvtivc system "When used in 
large doses prolonged anovulation and 
amenorrhoea aie produced f he majoi 
piublem with this legimen is the prolonged 
time required tor ovulatory function to 
return alter cessation of therapy in some 
patients It should not be used lor patients 
planning a pregnancy in the neai future 
About 2 per cent of patients remain amcnor 
rhueic tor periods of upto several years alter 
thciapy has been concluded Another 
source observes (hat this drug, it admini 
sicrtd dunnii the tirst trimester of pregnancy, 
ptoduecs viiih ation and masculinisation of 
external genitah i ol 2 "'5 oer cent female 
infants' 

It must be mentioned here that we reject 
Kapil’s argument ol additional medical 
advantage of the >ide effect of amcnoi rhoea 
because “reduced blood loss might have the 
beneficial elleet of reducing the chances ot 
developing anaemia” in the already anaemic 
Indian women We consider this argument 
naive in the absence ot scieniific data on the 
physiological consequences ot amenorrhoea 
Such arguments may lead Kapil to offer a 
solution to our problem of under nutrition 
by mass administration of IC just because 
ot Its side effect ot weight gam 

Even if we tind a medically sate and 
effective 1C, the real problem lies on the 
administrative ground, i e, the operational 
aspect Kapil dismisses the validity of the 
operational guidelines and clinical and 
laboratory criteria of ICMR, as cited by us, 
on the plea that such set of directions belong 
to a research protocol and need not therefore 
be followed “for implementing a social 
service programme” Our disagreement on 
this score is emphatic We say that this 
research protocol is not meant for a piece 
of mineral or vegetable but involves human 
beings Here the gap between the clmical 
requirements of research protocol and that 
ot service protocol should be extremely 
narrow, if not non existent, except in case 
of emergency intervention The clinical 
laboratory entena for identifying indication 
and diminaung contra-indici^n remain the 
same both in research and service operations 
in respect of, not only IC, but ail modical 
interventions In fact, that is what we teach 
in the medical colleges We do not suggest 
that the undermimag ot the scale of climcal 
requirements is altogether absent in the 
current medical practice, it is in fact, quite 


trequeni But it is a perversion, a feature of 
commercial degradation resulting in untold 
nundier of death and disability and need for 
It to be criticised and corrected Imposition 
ot the standards of mimng or agriculture on 
medicine is not yet warranted by any comm 
genv> It will be disastrous if, tollowmg 
Kapil’s suggestion of separate criteria tor 
research and service, undermining ot stan 
dard of medical intervention is sought to be 
legitimised 

Then again let us submit, for argument’s 
sake, to Kapil's rule Along with the research 
protocol, we also cited another ICMR docu 
ment which is a service protocol fot in¬ 
troducing 1C programme under existing 
operational conditions at PHCs Its list of 
contra indications include liver disease, 
suspected breast malignancy, suspected 
genital malignancy or uterine myoma, 
suspected pregnancy and its instructions in 
elude, for subsequent lollow up visits, 
examination ot blood pressure, systemic and 
pelvic examination, treatment of side effect, 
etc Does Kapil really want us to believe that 
such tasks could be performed by para 
medics’ Amenorrhoea is a frequent side- 
ctlcct Pregnancy in spite of IC has been 
found to Occur mostly in the early months 
ot administration How does one differen 
iiaic between the amenorrhoea of side effect 
and pregnancy’ Lven a well tiamed doctor 
cannot do (his by physical examination 
Who will then be responsible lor the foetal 
abnormality that mav occur due to its 
exposure to IC in utero’ 

Ut us face realities The findings of 
Or Han John, cued by Kapil arc irrelevant 
We are talking about state health care infra 
structure and not ot microscopic efforts ot 
voluntary organisations Thcic are few 
paiamcdics who know much about human 
biology who will patiently explain different 
choices and their pros and cons, will 
painstakingly fulfil the requirements ot 
follow up, will conscientiously keep up 
regular home visits without any prospect ot 
additional Finanaal gam, inclined to serious 
ly provide for treatment of side etfects and 
will persue drop outs Less could be expected 
from the PHC medicos who, besides being 
discontented with service conditions, are 
already over burdened with clinical, public 
health and administrative tasks, and are not 
exactly endowed with the spirit of service 
above sell Under sach reality, even a 
medically safe IC does not offer much 
advantage over other non-terminal contra¬ 
ceptives Instead, a medically unsafe one 
poses additional risks Considering the 
government's apparent determination to in 
troduce IC m spite oi everything and con 
sidenng the state of afitain prevatimg among 
(he health care personnel, we must give a 
serious thought to undertaking studies on 
the nature and extent of the damagug 
effects of irregular and random adnuni- 
stratitm of IC and search for raamhal 
medKot measures for the benefit of the 
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subiects who will be persuaded, by various 
means, to take 1C 

All these, ot course, pertain to the premise 
that “Family Planning and Population 
Control" IS a medical and technological 
problem as viewed by Kapil, the planneis, 
the administiatois, and the political auiho 
nty, from the very beginning That ic why 
I P programme come under the purview of 
the Health Ministiv and doctors and health 
workers are the personnel chosen True, these 
pc^sple are aware the other strongii deter 
mining factors, e g povertv, high IMR 
Ignorance, cultural constraints oppression 
of women in the patriaiUiaf scKietv \lso die 
better pcrtoimaiKc in popul I'lem ei ntre 1 in 
‘as ( hina and Cuba without the 'Ol< cm 
phasis on m.dno teelinoloav is not un 
known to tbem B it s idle v e eontinii 11 
deal with he piobleil) in ml nudical 1< iins 


somewhat obstinately, refusing even to learn 
from the Keiala espenence 
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Treasury Bills in India 

r K udhani 


ini'" Ins let en n e iw t iv book 
fit 1 lit. Hi's 1 In 11 tn. il Am 

'ssis bv R K Si I I It t \pi ' IV) I' 
IS iiitcKSimg that ii \ < I t' is b»> p reviewed 
iiv 7 loin i r'X, ii ( cm i jtiheRescivi 
Bank >1 Inwl- \ tloisnu ottuii 
i)*' tilt 1 lilt' t Ministrv t Ion 
' ic With till 1 it MCI I lilt lee 

o i w u J Oiii s i t I II nil s sliaori i 
I' I ihi oiie'i I 1 II leisi L tiid more intt 

I'ed ivv iw ol I s v* uhis isScsSadii 
111 nstli a 1,11 ts ow ltd tht e itl 1 1 his review 
Hionett n« erh ri I iiioi liir atelv apathis 
t ut..iM'i 1 1 I /id onit Kill distortion 
I III tin let p i.ktd jp It randoin 

fi )iii the oooi II iiiiiil irnuil lieitni nt 
ot a 11 It ti nr j. 'tut 

Ih p nt ii a h is Vsli idii mhis riview 
tied iiwitr tiiri. iiiiJi' twi bead, geiicial 
oriMii iiions »nd s|iie fie points The laiiar, 
u speiilie r o ms ieals wiiii what v.sh idri 
histlostnii ahi.1 n his uvn s *s pit ills 
i id diMieultii s 

Cit !• \l DHStkVSIl iNs 

Alter obsen II g lint mj book nt ikes good 
the omissi in ii Uek of books dealing ex 
elusivelv with tne subj* et Pt Treasuiy bills, 
tnu liter making loo sketchy a ttUrenee to 
the putt of the biKik Seshadri makes the 
sweeping statement that \im tar reeorninen 
d itions have been made by Suraj Oupta and 
me C hakidsaity ( otninitiee (para 4 of hts 
levtew) rtiL question is have they’ Suraj 
Oupta has, no doubt retericd in the text 
book fashion to the need for a bioad based 
matktt tor Ireasury bills and some sup 
porting institutions bke discount houses But 
did he suggest aiiv where in his book the need 
for abolition ol the dual Treasury bill system 
so as to integrate the fiscal and monetary 
aspects of the bill t Again, did Gupta malu 
such suggestions as discretionary dts 
counting, flexible discount rates, the bails 


only eoncepit il se vers same questions 
an be r iisid ii iti vrd to the rccomincnda 
iiinstMdib »li ( liakravartyCommitlte 
Aptrt tioni III unending an ineiease in 
Ire IS irv bill lau ind its indexing so as to 
tns re a pos tiv il ictuin, the Chakraiarty 
1 oir.inittce n s ii touched even the fringe 
of till. Ticasu V bi , loblem In tht light of 
this It IS not tin i to sav that Suraj Gupta 
aid the (-InkI iv i f oi iiuiticx m di icvom 
nittiJalion-, miii i to those made cs me 
Sishadii lould lu sppieciate me fact that 
t'tn in 1981 1 bid sud much more than 
wh It the ( hdkrai i ly < orninitlec could say 
in IVSS on lilt suiiett ol lieasuiy bills 

lu pat I 6 ol h s leview Seshadri makes 
iht I oint that in mv histoiital survey of the 
frt isury bill in |tt ■ nited Kingdom I had 
not leteirc'd lo an outstanding eveni namciv, 
the I tnding of Iicasury bills worth t I 
billion in 1951 md that we should itmtmbci 
ihi' cud be fortw uned about theditficullit‘ 
m managing a I ivc >otume of uutsiaiid ng 
floating debt I igiec that 1 did not rtfti to 
this event in m mi vey relating to UK the 
reason being ibit it was a survey of iht 
dcvLlopm.iit ot till Ircasurs bill in selictcd 
countries and tint it would be loo much to 
go into the opt 'i mal details in te peel ol 
eacliofthc i ecu d countries But this does 
not ntxessaril, m m that the author w is iiol 
aware ut th. question ol funduig md I's 
sigmlicance Seshadri s attention is drawn ■> 
paragraph (e) on page 118 ol the be>ok 
where, as part 1 1 the new poliev outlined by 
me. I have sugvested a major funding otn >a 
tion to remove h overhang of Ucasuty bills 
outstanding 

Seshadri is ot the opinion (paia 7 of his 
review) that the American experience is 
relevant because it proves that a Ihriving 
Treasury bill market can be brought into 
existenee in an environment where short 
term credit and short-term instruments ate 


already predominant and that the authorities 
themsehes cannot create such an environ¬ 
ment The latter part of the statement (in 
Italics) by Seshadri is indeed astounding 
Does Seshadri mean that a Deasury WQ 
market cannot thrive in spite of government 
eltorts, unless there is already a naturally 
evolsed and highly developed short-term 
cicdit market' Or is it Seshadn's intention 
tliat we should reproduce or duplicate the 
cricuniMaiics which prevailed decades ago 
in UK and USA lo ensuie the growth and 
survival ot a freasury bill market’’ Answers 
to these two quevtionv will prove beyond 
doubt how incorrect Seshadri is 

Taking the first question it is a pitv that 
Sesh.tdn has missed the essential points of 
tlu surves ol the development of the 
Ire isury bill pteseiiied in the tirst chapter 
ul ms book The experience ot ( anada, 
Ghana, Malaysia and South Africa clearly 
shows that i^en in the absence ot UK/USA 
tv pc ot money mai kets, a sound Tteasury bill 
system can glow and survive given the 
initiative and effuri on die part ot central 
banks and governments conceincd Besides, 

11 these eouniries Treasury bills have pro¬ 
vided the basis for the money markets and 
tuiliiated their rapid growtn Even in UK, 
wlitie the environment tor the growth of 
Iieasurv bill is supposed to have been highly 
favourable it is the Treasury bill which 
icscued the London money market from 
decay due to the decline in the 'olunie of 
conimtrciil bills and in the importance of 
Lxmdon as a moenv market (urnine to (he 
second point, ii is not Seshadri s intention 
(wc hojse) to tran.plan (he htstoiual eireum 
stances of US moiity market to tnsuie a 
till tv mg Treasuiy bill market If it i' then 
Seshadri is i ontraduting himseit because in 
pen 18 of his levic-w, Seshadri saw that 
in titiinons md ideas sannot easily be 
tiansplanted from one country to another 
Incidentally wc had tiansplanted the idea 
>1 Ire isuiy bill almost seventy years ago and 
we have been living with it ever since, 
without doing inythmg about t 

Two more general observations made by 
Vtshadri may be retciii J to Ihe first is tie 
retcreiiee m paias 10 and II of his review, 
tc Ihe cslablishmeni o‘ the National Dis- 
voimt Corporation suggested bv me and the 
iicss free market for Treasury bills envisaged 
Si ifiadii IS iiKOrrcet in supposing that the 
establishment of the National Discount C'or- 
poiaiion 's luggestcd to implement my 
sihime The t orpiiration is not an agency 
to implement Ihe scheme suggested by me 
On the coinrai y, it is one of the many wom- 
poiKius of the new scheme It is compaiable 
to the "special buyer’ in lh« London 
Tieasury bill market who buys and sells bills 
on behalf ot the Bank of England Again 
Seshadri is not correct in saying that my 
scheme envisages a free market in Treasury 
bills What IS envisaged by my scheme ts 
(a) an extension of the present pnmao 
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fliarket confined to banks to a secondary 
and broad-based market, (b) restoration of 
the auction system which was in vogue till 
1965, (c) abolition of the present dual 
IVeasury bill system and (d) a more active 
role for the RBI. All this docs not necessarily 
means a free marker, but it clearly means 
a more realistic and more meaningful 
market. 

Finally, Seshadri feels that 1 have criticised 
the RBI and that the slur on the RBI is 
totally unjustified. 1 am all sympathy for 
Seshadri who, as Deputy Governor, was con¬ 
cerned with dated securities and Treasury 
bills of the government. Over the years. 
Governors and Deputy Governors have 
come and gone but the Treasury bill system 
remained the same except for occasional 
application of cosmetics. It is difficult for 
me to praise u central bank which, abdi¬ 
cating its responsibility to the community, 
blindly supports government debt, en¬ 
courages unlimited inflationary financing 
and over the decades shows no initiative for 
developing non-inflatiunary sources of 
funds for the government. 

Sptnnc Points 

Turning lo the specific points of criticism 
made by Seshadri under the head “pitfalls 
and difficulties" (paras 12 to 17 of his 
review) these rellect conservatism and some 
misunderstanding on the pan of Seshadri. 

In the first place, Seshadri expresses doubt 
whether the existing system can be changed 
and assuming that is possible, whether the 
results ate going to be satisfactory. This is 
difficult to understand. No system can hold 
good foi a long time and systems and 
policies, if they arc to be realistic, have to 
change to suit the changing needs and 
circumstances. Are we not now changing 
industrial licensing and fiscal policies which 
were once thought to be unchangeable? 
Again, faced with a foreign exchange crisis, 
did we not scrap in 1956-57, the age-old pro¬ 
portional reserve system of currency back¬ 
ing? Given the will, it should not be difficult 
to change a system which was outlived its 
utility or docs harm to the community. As 
for the results, no one can insist on guaran¬ 
teeing the results as a pre-condition for in¬ 
itiating new policies. Policies arc formulated 
and introduced on the expectation of certain 
desired results and there is always room for 
correcting distortions that may emerge. The 
most recent example of this is the introduc¬ 
tion of Modvat. 

Seshadri makes the observation that the 
mere establishment of a new institution 
(National Discount Corporation) is unlikely 
to change the situation (para 12 of his 
review). I consider this a deliberate distor¬ 
tion of facts by Seshadri. As I mentioned 
ill an earlier paragraph, the new institution 
is only one of the several components of my 
scheme of reform and setting up the new 
institution is concomittant with the imple¬ 
mentation of other aspects of the scheme. 


Seshadri is totally unjusrified in picking it 
out in isolation and calling it a pitfall. This 
distortion leads Seshadri into making the 
peculiar statement that advantages which 
various institutions derive by being in close 
touch with RBI will be lost. 

In para 13 of Ins review Seshadri makes 
the point that the floating funds of banks 
and other financial institutions, being in 
transist and being earmaked for specific pur¬ 
poses, will not be available for Dreasury bills 
and that the bills will have to compete with 
others which carry attractive returns. 
.Seshadri further argues (in para 14) that the 
increase in volume of Treasury bills will cut 
into the amounts raised in the form of dated 
loans. This is a static view of the funds 
market. The factors enumerated by Seshadri 
have been there all along. Yet the volume of 
Treasury bills sold to commercial banks in¬ 
creased substantially from year to year. 
Similarly, the volume of dated securities 
issued each year has gone up from year to 
year. The amounts which flow as deposits 
to banks as well as companies have been 
increasing substantially each year. All this 
points to the amount of liquidity there is in 
the economy and the dynamic nature of the 
funds market which will sustain an increas¬ 
ing volume of Treasury bill issues. 

Seshadri contends in para 15 of his review 
that the Governments in India, with their 
commitments under the Five-Year Plans, 
cannot be expected to adjust their budgetary 
outlays to the ebb and flow of funds in a 
volatile Treasury bill market. This is indeed 
puzzling. Treasury bills are issued to raise 
short-term funds to fill the budgetary gap 
and therefore the volume of Treasury issues 
is influenced by the size of the budgetary 
gap; and given the effort to mobilise funds, 
there need not be any ebb and flow of funds 
nor will there be any volatility. Efforts to 
enlarge the Treasury bill market beyond its 
pre.sent confines will ensure continuous flow 
of funds into Treasury bills. A minor point. 
Seshadri has unnecessarily confused the 
readers by bringing in accounting procedures 
of the Government of India. Even now RBI 
treats renewals of Treasury bills as fresh 
issues. This is just a “roll-over" operation 
and is better understood without Seshadri's 
accounting aids. But the question is: how 
does excess subscriptions to IVeasury bills 
arise? In my opinion. Treasury bills are 
issued, whether under auction or tap system, 
only to the extent demanded or required. 
In Seshadri’s own words, there is really a 
“yawning gap" between my text-book and 
his experience. Incidentally, a thesis is not 
a text-book just because it is published, 
though it may become a reference book or 
text-book later! 

Finally, in para 16 of his review, Seshadri 
says that my scheme assumes that the 
Treasury bill rate will somehow be in align¬ 
ment with yields on other short-term instru¬ 
ments and also with yields on dated loans. 
There are no “somehows" in it^ thews. The 


process of alignment of Treasury bill rate is 
clearly explained in sections (iv) and (v) of 
chapter V of my book. For instance, the 
maximum coupon rate on Government of 
India securities increased from an average 
of 6.7 per cent during 1976-80 to 10 per 
cent in 1983-84 so as to be in alignment with 
other rates. Would Seshadri say that this in¬ 
crease took place “somehow" or as a result 
of policy based on economic logid? Perhaps, 
Seshadri will be fully justifled if he says that 
the IVeasury bill rate has "somehow" 
stagnated at 4.6 per cent since August 1974. 

In conclusion I would like to express my 
grateful thanks to Seshadri for describing ray 
book as a pioneeri.ig effort and for saying 
that it raises relevant and important issues 
and also indicates some of the policies which 
can be more appropriately followed in 
future. 


Ganges Fertiliser and Chemicals 

GANGES FERTILISER AND CHEMI¬ 
CALS has set up a Rs 6.95 crore project at 
Raipur in Farrukhabad district of UP, a noti¬ 
fied backward area, for the manufacture of 
66,000 tonnes of single super phosphate 
(SSP), 33,000 tonnes of sulphuric acid and 
165 tonnes of sodium silico fluoride per 
annum. I he company has also installed a 
plant foi granulation of SSP with a capacity 
of 66,000 tonnes per annum. The Chairman 
of the company is Gaur Hari Singhania, the 
well known industrialist of the JK Group. 
The company has been promoted by the 
Ganges Group of Kanpur who has a pro¬ 
ven track record. Oharamsi Morarji 
Chemical Company has supplied knowhow, 
drawings, plant and machinery, etc, on turn¬ 
key basis and guaranteed performance of the 
plants as per the rated capacity. UPSEB has 
sanctioned the requisite poweT load. The 
company has also installed three diesel 
generating sets as a standby arrangement. 
According to D P Kanudia, Managing 
Director, the company has commenced com¬ 
mercial production of SSP in December 
1985 and of sulphuric acid in March 1986. 
The production of granulated SSP would 
surt very shortly. The maximum consump¬ 
tion of SSP in Uttar Pradesh is within a 
radius of 150 kms from the company’s pro¬ 
ject site at Farrukhabad. The Government 
of India regulates the sale price of SSP in 
a manner which provides 26 per cent pre¬ 
tax return on the net worth to the manufac¬ 
turers. Being a pioneer unit, the company 
is eligible to the benefit of Uttar Pradesh 
Sales Thx exemption for a period of 6 years 
which would give the company a competitive 
edge in marketing its products. The company 
is entering the capital market on June 2,1986 
with a public issue of 10.20 lakh equity 
shares of Rs 10 each at per. 

Manager to the Issue: Standard Chartered 
Bank. 

Advisor to the Issue: Amrit Lai Bajaj and 
Co. 
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BHABHA ATOMIC RESEARCH CENTRE 

Transfer of Technical Know-how 

Bhabha Atomic Research Centre, Department of Atomic Energy, Government of India, invites offers in prescribed 
forms for the transfer of technical know-how on a non-exclusive basis, for the manufacture of the following 
instruments. 

1 Oxides Nitroscn (NO,) Monitor 

This monitor consists of an NO/NHj to nitric oxide convertor and a nitric oxide monitor. The nitric oxide monitor 
is based on the chemilumimscent reaction of nitric oxide with ozone. This instrument is useful for measuring NO, 
concentrations from combustions sources in the range of 0-10, 0-100 and 0-1000 ppm 

2. Sulphur Dioxide Monitor 

The Sulphur Dioxide Monitor is based on coulometry This instrument is useful for ambient air monitoring m the 
range of 0-0.1, 0-1 0 and 0-10 ppm. 

3. Infrared CO Monitor 

Infrared CO Monitor is based on specific absorption by CO molecules of infrared radiation characteristic of the 
molecule. The extent of absorption in a sample gas column is the measure of CO The instrument has a range 
of 0-500 ppm which is useful for monitoring in industries using fossil fuel and environmental surveys 

4. CO Monitor (Catalytic Oxidation) 

This monitor is based on the catalytic oxidation of CO and the resultant rise in temperature is the measure of 
CO The measurement ranges are 0-100 and 0-500 ppm. This instrument is useful in monitoring CO levels in traffic 
junction, tunnels and places where CO levels arc likely to be high due to human activity. 

Each of the above units is fully compatible with a microprocessor unit. 

5. Ozone Generator 

The Ozone Generator is based on the principle of silent electric discharge through oxygen or air Ozone concen¬ 
tration in the range of 250 ppm-8000 ppm can be obtained by varying the oxygen flow and discharge voltage. 

The know-how will be restricted to the technology developed at BARC and will be limited to basic engineering 
of the prototype and services of BARC experts on payment basis. 

Offers from interested parties having experience in production of instruments with adequate technical capability 
backed by sound financial and other resources will be considered. 

Interested parties may write to Chairman, Technology Transfer Group, C/o Computer Division, BARC, Trombay, Bombay 
400 085 for the prescribed forms and technical brochures for any of them or all of these technologies within two 
weeks of the publication of this advertisement enclosing a crossed demand draft m favour of Accounts Officer, 
BARC for Rs 15/- per brochure. 
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now' 

More than 10000 induMrial Engines 
in well over GOOO plants in the 
country have been proving their 

ruggedness and reliability 

That's why \shok Lev land 
Industnal Engines are the first 
choice for so man) other industrial 
applications as well 

Dump trucks, Excavators 
Compressors Railvvav Ballast 
tamping equipment kc 

The reasons are not far to seek; 

■ Maintenance need ol U 
Engines is minimal 

I Parts made available through 
extensive AL netwod - at 
competitive prices 

■ I nngest engine lile 

■ Long lasting nitrided crank 
shafts 

i Fastest time recorded in starting 
and reaching full load speed 
even at low temperatures 

Ashok Leyland 
Industrial Engines. 

Any time, anywhere. 
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Why Grow Food? 

PROCUREMENT of wheat by government agencies in the 1986 87 wheat marketing 
season (Apnl-March) will equal, if not exceed, last year’s record figure of 10 3 million 
tonnes, according to the chairman of the Food Corporation of India Keeping in view 
the tempo of government purchases of nee in the 1985 86 nee marketing season (October 
September), the stocks of foodgrains with the government at the beginning of July this 
year are expected to be 29 million tonnes or slightly larger than thev were at lhat time 
last year It would thus appear that the various measures adopted by the government 
to bring down the food stocks on its hands have not been particularlv eftective 
It IS significant that the only one among these measures to have met with any success 
IS the decision to sell laiger quantities of wheat from govetnment stocks to private flour 
mills According to the latest Annual Report of the Ministry ot Food and Civil Sup 
plies (Department of Food), sales of wheat to Hour mills rose shaiply to 5 million tonnes 
in 1985 from 11 million tonnes in 1984 and 3 million tonnes in 1981 In fact the incieased 
sales of wheat to flour mills accounted for almost the entiic increase ol 21 million 
tonnes m the offtake of foodgrains from government stocks during the >tar Irom 13 3 
million tonnes in 1984 to IS 4 million tonnes in 1985 In fact, in 1985 ihc govci nment's 
wheat sales to the flour mills, at 5 million tonnes, substantially exceeded ihc 1 million 
tonnes sold by the government to consumers through the much vaunted public distribu 
tion system In other words, it would be no exaggeration to say that in ctfcct the I ood 
Corporation of India is now functioning as the agent of piivate wheat traders -which 
IS what the flour mills are—for buying, storing and transporting wheat on their behalf 
The flour mills have exploited the mounting stocks of foodgrains with the government 
to extract a variety of concessions For example, to begin with the Food Corporation 
was selling wheat to the flour mills and traders by auction at prices ranging between 
Rs 172 25 and Rs 206 per quintal, in November 1985, however, the govei nment directed 
It to sell wheat to the flour mills and traders at a fixed price of Rs 175 per quintal 
when, according to the Explanatory Memorandum to the Budget lor 1986 87, the “total 
economic cost” of wheat to the Food Corporation was Rs 262 03 per quintal Since 
as much as 60 per cent of the total sales of wheat from govci nment slocks were to 
the flour mills and traders in 1985, it is easy to see who benefits the most from the 
large budgetary subsidy on the so-called ‘public distribution’ of wheat 
If the mounting stocks of foodgrains with the government have proved a bonanza 
for the flour mills and grain traders, they have brought no succour to another section 
of the country s population, to wit, the millions ol rural poor, the landless labourers 
and the small peasants who, year after year, seek employment under the government s 
public works programmes Over the last year or more, there have been any number ol 
widely publicised pronouncements by government spokesman promising distiihiition 
of very large quantities of foodgrains from out ot the government’s stocks among those 
seeking work under the NaUonal Rural Employment I rogiamme (NRF P) ind the Ruial 
Landless Employment Guarantee Programme (RI bCP) It therefore comes as a s/iotk 
to find out from the Annual Report of the Ministry of Agriculture (Department of 
Rural Development) that the total distribution of foodgiains in 1985 86, upto Januar) 
1986, under the NREP was a mere 117 lakh tonnes and under the Rl LOP 65,(XX) tonnes, 
together making a grand total of 1 82 lakh tonnes 1 he depaitmcnt s annual rtpoit docs 
say somewhat shamefacedly somewhere that ‘the ligurt will go up when complete in 
formation is available” But go up by how much’ At this rate, it doc's not seem that 
the government’s performance in this regard in 1985 86 will even match that during 
the Sixth Plan period when on average a little over 4 lakh tonnes of foodgiains were 
distributed annually under the NREP and the Rl EGP taken together Clearly, ihe 
accumulation of large stocks of foodgrains with the government has done nothing to 
improve the poor millions’ access to desperately needed food for survival Here, at any 
rate, is an area where supply-side economics, with which the present government is 
apparently so infatuated, has failed to deliver 
But who in the government today has the time or the inclination to worry about such 
matters’ The newly appointed Minister of Agriculture and Rural Development, 
G S DhiUon, has lost httle time in proclaiming how he proposes to deal with the pioblem' 
of the government’s food stocks “My first priority would be to devote full attention 
to cutting down production cost”, he has said, so that export ot the country's 'surplus’ 
foodgrains can be made competitive. But what if, despite (he minister’s best effort costs 
of production do not go down sufficiently, or at all. and Indian wheat and nee continue 
to be uncompetitive internationally and export of foodgrains remains as ever a non 
starter? Dhillon has an answer to that one he would go in for “proper crop planning” 
and induce farmers, through incentives, to move away from growing cereals altogether 
IMtsdhe minister perhaps paraphrasing the prescription of the World Bank contained 
in w recent study of “Poverty and Hunger” that there is no necessary link between 
national food self-sufRaency and ‘food security’, that countries (like India?) which cannot 
produce foodgrains cheaply enough would be better off relying on international trade 
and importing foodgrains than growing their own food’ 
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One and a Half Ordeals 


THE Left rtom government in West Bengal 
has just passed through two—rather one and 
a half to be more accurate—ordeals the 
Oorkhaland stir which was a serious chal 
lenge to the Left hront and more parti 
cularly the CPl(M) and the abortive attempt 
by the C ongress(I) to gherao the state 
secretariat in C alcutta which proved to be 
a little more than a gimmick eventually The 
state government, more appropriately its 
leading core and principal component the 
CPI(M), has proved to be wrong in its assess 
ment of either threat u grossly under 
estimated the possible success of the first 
and seriously over-estimated the threat from 
the second There is a third affair also which 
IS today much smaller in dimension than the 
other two, at least in its immediate impact 
although Its tong term significance may not 
be negligible This rcftis lo the Calcutta 
University imbroglio 

An almost unknown Nepali ex set vice 
man. who has built up a truly impressive 
organisation called the Oorkha National 
Liberation I root (GNl (■) almost unnoticed 
by the people, succeeded in paralysing the 
Darjeeling hill aieas tor 72 hours at a stretch 
The three day bandh was called to highlight 
the grievances of the Darjeeling hill people 
and to press the demand for a separate 
statehood for the hill areas now within the 
boundaries of the West Bengal state I be 
CPI(M) which was known to have sircabie 
support among the Darjeeling hillmen failed 
to resist the marathon bandh except in a few 
tea estates All transport having been 
stopped, the hiU areas remained virtually cut 
off from tHe plains tor three days 

Though with hindsight vaiious (actors like 
the blazing mid Mav sun the Ramran fast 
lack of sincere '•o opeiation from the dif 
ferem and mutually hostile factions within 
the state Congress(l), and so on arc being 
adduced to explain the dismal failure of the 
state Congress president, P K Das Munshi s 
much vaunted threat to besiege the state 
secretariat, the ceiitial tact which has 
emerged and which cannot be sidetracked 
by any explanation whatsueser is that Das 
Munshi s mis adveniute had no public sup 
poit ai all On (he much tom tommed 
D day, instead ot Congrcss(I) supporters 
besieging Writers’ Building, it was the 
policemen who actually laid a siege on the 
secretariat Not onlv that the public had no 
access to the heavily guaided secretariat that 
day, even government cmplovees, who had 
entered it much earlier than the usual time 
after a thorough police scrutiny, weie told 
that if they left the building during office 
hours they would not be permuted lo re 
enter it 

In the Darjeeling area, on the other hand 
the CPl(M) cadres were not only taken 
aback by the enthusiasm with which the 
Nepalis had responded to the three-day 
bandh call, notwithstanding all the priva¬ 
tions that this had meant to many of them 
The CPI(M) ranks were dismayed to find 
themselves ostracised by large masses of the 


CPI(M) circles are now jubilantly congratu¬ 
lating themselves on the fiasco of the 
Congressfl) gimmick as they are also re 
assuring themselves with the hope of re 
gaining their Nepali support through a 
powerful explai atmry campaign’ In both of 
these areas, the CPI{M) seems to have 
missed the deeper essence of the events 

In C alcutta the main safeguard against 
the Coiigresvtl) mischief chosen by the Left 
Front, was a foi proof pidice handobust and 
this worked a ending to plan The Front 
also succcssf 1 '> motivated its ranks for a 
limited role ihai is. participation in a mass 
rally though bv no means a really massive 
one by Calcutta tandard, the day before the 
( ongrtss leii n —and to ensure that the 
bulk ot the in i loyecs working in Writeis’ 
Building eaim lo office much before the 
usual time IJ neither had the Front ealled 
upon the iiiH Sts beyond its immediate 
periphery to plas any role in this confron 
tation nor h id he latter displayed any inch 
nation to tsk sides in anv manner I he 
whole emit tin fore, m a wa> also revealed 
the isolation I the left I roni Ironi the 
wider massr 

In Dartcehiu he revealed isolation of the 
CPI(M) from I Nepalis is not something 
that can bi t\r I inied’ away bv some pro 
pigandi e m i i^n This isolation has us 
materiil h isi i the too obvious dilapida 
lion of Da ti In c town and the unquestion 
able misti I lit Nepali masses, not to 
mention th i t growing problem of 
tdu. lied tine 1 vment among them Jyot 
Dasu ot tour s an easy explanation for 
such inconviiicU phenomena like the 
mushroom gi who! the CiNI F etc the 
flow of toiciien i oncy This may suicly be 
a partial Ituih bi a partial truth w hich onlv 
serves to coiice ii the deeper re ility 

I he t Pl'M) 1 West Bengil is more con 
cerned these d ivs with propagating ihc 
possible bltssiny,s ot the c miinued Lelt 
Front lulc in iht state rather than focusins, 
on the intvit ibU mmisensatioii ot the enure 
mass of the Ind in people under the present 
socio economic regime Its ranks therefore 
will be iiinble t > expose the mam roots ot 
the glowing suit lings of the Nepali masses 
and convince il cm about the necessity ot a 
radical change ni the national set up thiough 
a broad based unity ot all the toiling people 
cutting across sectarian and pirochial 
differences 

Moieover to carry any conviction with the 
Nepalis in Darjeeling about its policy of 
opposition to the ONt F s demand the 
Cr’l(M) will ilso have to justify theoieticallv 
whv the principle of linguistic statehood 
which can be claimed by the small mizo 
tribes IS not applicable to the Nepalis in 
Darjeeling 

In their desperation the Congrrss(l) 
operators have sought to make a big issue 
of the alleged corruption of the chief 
minister and two ol his t'PI(M) niinistetial 
colleagues in the hope that some of the mud 
thus slung will suck This has created a 
dilemma for the CPI(M) if it condescends 
to join issue on this, the party would be 
drawn into a controversy which can scarcely 


other hand, the piity 
as n seems to have dkided to so, that 
also sustain the lingering suspicions in some 
quarters 

The mam conclusion that emerges from 
the above is that the CPUM), and the Left 
Front, has now to take a deeper and broader 
view of the issues facing it ^^cordmgly, one 
of the prior tasks before it is to settle the 
imbroglio in the Calcutta University, which 
IS viewed by even observers otherwise sympa 
tht*tic to the Left Front as irresponsible 
poliiiktng by both the Left Front and the 
Vice Chancellor, between them fouling up 
the atmosphere in this premier insutuuon of 
learning This view if flowed to persist and 
spread will isolate the Front and the party 
from (he intelligentsia 


Television 

In Praise of the Genie 


DOORDARSHAN is reportedly planning to 
catapult Its viewers into the 21st century with 
a series of science programmes entirely pro¬ 
duced indigenously This is of course good 
news In the last two months what bttle there 
was ol science on television has been quite 
unapoiogetically replaced by the idiot box 
versions of family dramas But given the 
mediocrity of science programmes produced 
by Doordarshan so far, one cannot help a 
gentle shudder at the prospect of an un 
adulterated diet of indigenous science 
programmes 

Doordiu^han is said to be already involved 
with the producuon of several science serials 
which to quote one newspaper report will 
be based on “Indian expenence and techno 
logical achievements' as against the ’im 
jxirtcd’ science serials which were attuned 
to westein levels of technology What this 
really means is anvbody s guess Just who 
are the target audience that the science pro 
grammes will be beamed at’ 

It should be obvious by now that the levels 
ot understanding/comprehension, especially 
ot science, are so varied that it would be ira 
possible to produce a science programme 
which would be universally interesting and 
understood 1 ong shots of gleaming tele 
Scopes, sparkhng glassware, or gory surgical 
procedures may undoubtedly hold audiences 
intbiall But will th^ mean anything** Un¬ 
fortunately, this IS preasely how TV science 
producers treat their subjects Most of fitem 
are so awed by the paraphernalia of saence 
that they forget the purpose of the program¬ 
mes which presumably is to inform Even 
worse, Doordarshan views science as some 
kind of a genie with a magic wand—once 
you capture the genie, all the world’s riches 
will be yours And of course this is precisely 
how the harbmgers of the 21st century would 
want to project science 

A recent study by the National Insutue 
of Health and Family WUfare (NIHFW) on 
the role of media in disseminating family 
planning messages gives some insights into 
the effectiveness of televuion. The study’s 
objecuve was to develop a nautmai iHctuie 


communication media and to aoake AM; 
mendations for thdr betteruia Only 7.4 per 
cent oftfaeruial and 19 per cent of the uita 
respondents watched television. Although 
moK than 73 per cent of TV viewers said 
that family {danidng programmes were easy 
to understa^ the study found tiuu only 33 
per cent of all respondenu related the pro¬ 
gramme with “the use of family planning 
methods” and only 20 per cent said that “it 
has to do with the spadng of births”. The 
majority saw family planning as being con¬ 
cerned with “small family/hapiv family” 
and nothing more. In other woi^, while the 
propaganda aspect of family planning is 
absorbed, the information content is com¬ 
pletely lost. 

It is not unlikely that this is precisdy what 
will happen with science programmes. For 
instance; Doordarshan is reportedly wwking 
on a programme on computer awareness. 
The serial is in Hindi and is targeted at the 
‘common man*: it will deal with fourth 
generation computers and is meant to show 
how computers aid in evolving efficient work 
methods and increasing employment oppor¬ 
tunities. Viewers will no doubt begin to 
associate computers with increased employ¬ 
ment without understanding the technology 
or the principles involved, leave alone the 
more fundamental socio-political issues 
associated with the large-scale introduction 
of computers and automation. 

Off and on Doordarshan has produced 
some good science programmes, which have 
been worth watching despite the amateurish 
production. But far more often the so-called 
kience programmes have oidy provided 
media time and exposure to muzzled esta 
blishment scientists and their sycophants. 
The fact that television is a visual media is 
rarely kept in mind and all the viewer gets 
to see are scientist-administrators making 
determined efforts to obfuscate the simplest 
of scientific phenomena. 

A recent report prepared for the Environ¬ 
mental Information System (ENVIS) on 
‘Media Perceptions of the Environment’ 
highlights some of the problems in Door- 
darshan's coverage of environmental issues. 
It points out that there is no coherent plan 
or policy directive for such coverage, and the 
few indigenous programmes that are |Moduc- 
ed came from a handful of producers and 
programme executives. The report suggests 
that the dearth of coverage of environment 
may not be only because of a blinkered 
attitude to the issues involved but may have 
to do with inherent limitations in the Door¬ 
darshan set-up. For instance, government 
protocol demands that only senior-level 
officials be invited to participate, which 
often makes for “repetitive unimaginative 
and dull” programmes. Yet another con¬ 
straint is that government departments and 
institutions are overly cautious about pro¬ 
viding information even to the government- 
controlled media. Information in certain 
areas, such as atomic energy, would be even 
more severly restricted. Uidess this attitude 
to information dissemination changes, in¬ 
digenously produced science programmes 
wffi haidfy encourage ah intereat in science. 


Bventf liiiScid clumgiilhiabirougltt ^ut 
in the administrative functioning of Door¬ 
darshan and a poiicy directive in regard to 
science programmes is formulated, this still 
leaves the question of bias in projecting 
science. It i^s not take a cr^ttd-gazer to 
predict that establishment science will not 
be allowed to be questioned or challenged. 
In other words, nuclear power and the 
Narmada Inject are a boon of science and 
technology and are. therefore, .sacrosanct. 

Obituary 


Ajoy Mukheiji 


A Correspondent writes: 

THE recent death in oblivion of Ajoy 
Mukherji, the hero of the Ttamlalipti Jatiya 
Sarkar dt^ng the Quit India movement, for 
10 years a member of B C Roy’s cabinet and 
thrice chief minister of West Bengal, has 
some deeper political undertones that 
deserve notice. Indeed, for a considerable 
time before his clinical death Mukherji had 
been surviving only as a living corpse—some 
years ago he had lost his memory and for 
about two years before his death he was con¬ 
fined to an hospital room, forgotten by the 
rest of the world except for some of his 
closest relations. In all this, and in some 
more things, Ajoy Mukherji reflects the 
destiny of a particular strand of Gandhian 
politics—a simple and rustic strand which 
is unable to keep pace with the complex and 
accelerating socio-economic developments. 

Born in a comfortable middle class family, 
Ajoy Mukherji left college in 1920 to res¬ 
pond to Gandhi’s call for non-cooperation 
and for the next 32 years lived and worked 
in the village, that is, of course excepting for 
the period that he had spent in British 
prisons within this span. He never had the 
time and opportunity—^and perhaps incli¬ 
nations—to marry and rear a family. 
Mukherji had very simple habits and like his 
spiritual and political mentor, M K Gandhi, 
very few personal possessions. But unlike his 
distant mentor, Mukherji lacked political 
insight and, even more, astuteness. Unable 
to fathom the serious contradictions that 
were bound to grow between the Gandhian 
creeds and the Congress real politik as it 
evolved following the Mountbatten settle¬ 
ment, a pre-vision of which had persuaded 
Gandhi to call for the dissolution of the old 
Indian National Congress, Ajoy Mukherji 
became a minister in West Bengal in 1952 
and remained at this post till he was axed 
under the Kamaraj Plan in 1963. He had to 
quit not for any particular reason but that 
he was the most expendable and the least 
troublesome among the ministers. 

While his ingrained Gandhism saved him 
from becoming the typical Congress poli¬ 
tician of the post-Independence period- 
greedy and wedded purely to power and 
pelf—his dose ties with rural conservatism 
made him die spearhead of the kulak revolt 
against Congress chief minister P C Sen’s 
urban-orient^ policy of imposing a steep 
levy on foodgrain crops in 1966. The in¬ 
exorable lo^ of thu confrontation in turn 


led him and hit newly founded Bidiidn 
Congr^ to become strange bedfdlows with 
the communists—with the CPI on the eve 
of the 1967 general elections and with the 
CPI(M) as well in the two United Front 
ministries in 1967 and 1969. 

That he actually turned out to be the path- 
blazer of similar kulak-inspired revolts in the 
Congress in about a dozen other states was 
not something he had either aimed at or 
foreseen; such was the narrowness of his 
vision. While joining in an alliance with the 
militant communists of the day, Ajoy 
Mukherji had not reckoned with the other 
side of his own personality which also he 
had imbibed from his own conception and 
perception of Gandhism—a pathological 
anti-communism. This was indeed so strong 
in him that on crucial occasions, it over¬ 
shadowed the loyalty to truth, which is sup¬ 
posed to be mote fundamental in Gandhism. 
There is now enough documentation even by 
equally anti-communist writers about the 
various conspiracies he had hatched with 
Indira Gandhi’s henchmen—governor 
Dharam Vir and other emissaries—to topple 
the United Front governments he himself 
had been heading, while all the time profes¬ 
sing undying devotion to the anti-Congress 
alliance. 

With the ruling Congress itself assuming 
a much sharper anti-communist posture in 
the beginning of the 1970s. Ajoy Mukherji’s 
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role as the anti communist par excellence 
lost Its value His services were of course 
utilised in 1971 to knock together a coali 
tion extending from the Congress to the CPI, 
with Mukherji as the titular chief, only to 
keep the CPI(M) out of Writers’ Duilding 
although that party had got a near t rality 
in the House This arrangement, I wever 
did not suit the Centre for long, which in 
the wake of the Bangladesh crisis and tor 
suppressing the CPI(M) and the Naxalites 


Af) HOC ISM continues to mark the govern 
ment s management oi the vegetable oils 
economy While one cannot eliminate 
altogether ad hoc measures to tackle un 
foreseen developments these cannot no 
matter how well conceived—make for a 
rational approach to dealing with basic 
issues I he various measures taken bv the 
government from time to time betray not 
only a complete lack of long term pci spec 
tive but they also convey an unmistakable 
impression that government action has 
generally been guided less by the exigencies 
of the prevailing situation than by the 
dominating inriuencc of the powerful 
vanaspati lobby Unquestionably, the 
vanaspati industry has continued to be the 
majoi bcncliciarv ot the measures taken by 
the got eminent aimed at arresting the 
downward drift or runaway rise in edible oil 
prices 

The vegetable oils market scene has under 
gone a profound change of late The govern 
ment which until a few months ago deemed 
It necessary to take a series of steps to arrest 
the downward drift in prices is now greatly 
exercised over the upsurge in prices Edible 
oil prices, which had started i ising after the 
announcement of the package of fiscal in 
centives designed specifically to encourage 
the use of non traditional and minor oils by 
the vanaspati industry, have simply soared 
after about the middle ol April The rise 
since February end has inde^ been quite 
spectacular By May 23, the spot quotation 
ot edible rice bran oil (Bombay market) had 
moved up by Rs 4,700 a tonne, of washed 
cottonseed oil by Rs 3,^00 of expellcr 
rape/mustard oil bv Rs 3,900 of soyabean 
oil by Rs 3,200, ot sesame oil by Rs 3,100, 
of groundnut oil by Rs 2,800 and of mahuva 
oil by Rs 2,100 Rarely have oil prices been 
known to have risen so sharply in so short 
a time The sharp decline in oilseeds produc 
tion (estimated towcen 20 lakh and 25 lakh 
tonnes) compared to the 1984 85 figure of 
about 131 lakh tonnes, otfictal pronounce 
ments about restricting edible oil imports to 
10 lakh tonnes and relaxation of credit 


more ruthlessly wanted more direct and 
more drastic exercise of power Mukherji’s 
coalition was dismissed unceremoniously 
after having been in office for about a 
month Thereafter Ajoy Mukhcrji simply 
faded away from the political stage 
Ajoy Mukhei ji s political career is thus an 
essay on the futilitv of one dimensional anti 
communism as well as the total bankruptcy 
of the lustic variety of Gandhism alienated 
from the lower depths of socic’y 


control in respect of oilseeds and oils ail 
these taciors conn ibutcd in varying measure 
to the shatp upswing in prices during April 
and May 

Scared bv the runaway rise in prices the 
Union lood iiid Civil Supplies Mmistei 
H K I Rh 1C It held urgent consultations 
with the scnioi ottirials of his ministry and 
representatives ot the vanaspati industry on 
Mav 16 and promptly announced a package 
ot measures with the specific aim of check 
ing the price rise The supply ot imported 
oils *0 the vanaspati industrv is being 
stepped up troin 40 per cent to 50 per cent 
of Its total rcquticinents for lunc and turthci 
to 60 per cent lor the next three months at 
normal rates -Rs 11,500 a tonne Besides, 
the industry would continue to get an 
additional 10 per cent imported oil at 
Rs 13,000 a tonne Vanaspati units in the 
eastern and southern rones are to receive an 
extra 10 per cent imported oil at Rs II 500 
per tonne to compensate for their locaiional 
disadvantage in procuring rape/mustard oil 
In return for the increased allocation ot im 
ported oils at highly concessional prices the 
vanaspati industry has agreed to peg the 
price ot a IS kg tin of vanaspati at Rs 180, 
exclusive of local taxes 

The usage of expeller rape/mustard oil by 
the vanaspati industry has been reduced with 
immediate effect (May 17) from 50 per cent 
to 30 per cent of its total oil requirements 
There is no change in the usage of 10 per 
cent solvent extracted oil Allocation of im 
ported oils fot the public distribution system 
has been stepped up from 42 000 tonnes to 
50,000 tonnes a month Above all, the Union 
food and Civil Supplies Minister has let it be 
known that the government would step up 
edible oil imports to bridge the widened gap 
between demand and indigenous supply 

The treasures announced by H k 1 Bhagat 
mark a complete reversal of the govern 
ment's earlier policy in regard to the 
management of the vegetable oils economy 
In view of the sharp decline in indegenous 
supply one could certainly make a good case 
for larger edible oil imports, especially when 


prices abroad are significantly lower than 
last year And larger allocation of imported 
Oils to the vanaspati industry could also be 
justified on the plea that the industry can 
convert these oils into a ‘'smiliar and accept 
able form for the consumei But there seems 
little sense in supplying thes oils at prices 
which are substanti^ly below the prevailing 
indigenous oil prices Fven the cheapest in 
digenous edible oil is much costlier than the 
issue price of Rs 13,000 a tonne charged for 
the 10 per cent optional quantum available 
to the industry This provides a telling 
illustration of the wasteful use of foreign 
exchange resources 

The government will qnly be deluding 
Itself if It believes that the industry can be 
relied upon to observe the discipline implicit 
in informal price control that is being rc 
imposed To think that refined and hydro 
genated oil (tf at is what vanaspati is) will 
be sold freely at below the ruling prices ot 
liquid oils IS to underrate the ingenuity of 
private trade and industry The decision to 
reduce the usage of expeller rape/mustard 
oil from 50 per cent to 30 per cent with im 
mediate effect is a belated recognition of the 
absurdity of the earlier hikes announced on 
May 1 and 6 In view of the increased alloca 
lion ot imported oils compulsory use ol 
sesame oil and the usage of incentive oiN 
to claim excise dutv relief it will not be 
possible for the vanaspati industry to use 
even the reduced permissible quantum of 
rape/must aid oil expeller as well as solvent 
extracted 

Woollen Textiles 


Hamstrung by Import Dutiesf 


EXPORT earnings of the woollen industry 
in 1985 86 amounted to Rs 196 crore, an 
increase of Rs 34 crore over the previous 
year’s earnings However, this is small con 
solation considering the fact that after 
reaching a peak level ot Rs 265 63 crore in 
1981 82, woollen goods exports declined con 
ttnuously and were placed at Rs 162 crore 
in 1984 Ift 

Even the increase of Rs 34 crore in export 
earnings in 1985 86 has come mostly from 
higher unit value realisation and not in 
creased exports in quantitative terms For 
barring hosiery goods, exports of all other 
Items have registered a decline in volume 
Only hosiery goods exports have been higher 
in terms of quantity as well as value, thanks 
to increased-offtake by Soviet Union 

The performance of the orgamsed sector 
of the woollen industry on the export front, 
has been particularly disappointing, while 
the decentralised sector has done relatively 
better It was expected that the organised 
sector would be in a position to increase 
exports of woollen blended readymade 
garments and woollen worsted mixed 
fabrics But these hopes have been belted as 
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the exports of these items have declined in 
terms of both quantity and value in 1985 86 
Industry sources have attnbuted the poor 
performance in this area to high import 
duties on raw materials They point out that 
indigenous wool cannot be used for pro¬ 
ducing a number of products in demand 
abroad and the duty on imported wool was 
as high as 40 per cent ad valorem till recently 
The budget for 1986-87 has reduced the 
customs duty on raw wool from 40 per cent 
to 20 per cent ad valorem and this should 
be reflected in the export performance of the 
industry in 1986-87 Of course, it is also 
necessary to improve the competitive edge 
of the industry through modernisation if its 
export potential is to be realised fully The 
industry was made eligible for the IDBI soft 
loan scheme for modernisation a few years 
ago but Its response has been poor IXimestic 
textile machinery producers, the industry 
complains, aie unable to take up the manu 
facture of sophisticated items required by 
woollen mills as the overall demand is small 
Hence the industrv has to rely on imports 
of machinery and here the high burden of 
import duty has been acting as a detcirent 
The industry has been pleading for reduc¬ 
tion of the diitv burden but the latest budget 
has on the contrary hiked the import duty 
on woollen machinery from 84 8 pei cent to 
101 26 pci cent ad salorem 
Somciiine back it was estimated that the 


RIC LNF writings in tPW b\ drug industiy 
spokesmen (Mas 1 and Mav 10 1986) irs 
to create the impression that criticism ot 
drug polics bs activist groups and journalists 
IS extreme distorted and motivated I his is 
only to be expected lor ellorls will always 
be made by the industry to persuade the 
public thit progressive groups and indivi 
duals aic misguided misinfoimed and 
unicasonable 

It IS thcrelore important lor coalition 
like the All India Drug Action Network 
(AIDAN) to make the public aware that their 
ciiticism ot the present drug policy and their 
criteria for a rational drug policv arc (ully 
on the lines ot what the Lstablishment itscll 
has acknowledged and endorsed AIDAN is 
only asking the government to stand by its 
own words 

The 1980 ICMR ICSSR report "Health 
For All An Alternative Strategy”, spelt out 
what was wrong with the present drug pro 
duction pattern and what should be done 
to remedy it The committee in charge of 
producing this report included the ICMR 
director general, eminent social scientisfs, 
the heads of prestigious medical institutes, 
respected doctors from recognised voluntary 


outlay required for modernisation of 
woollen mills during the Seventh Plan would 
l>e Rs 168 crore However, because of rising 
prices of machinerv in world markets, the 
revised estimate now is Rs 270 crore The 
industry claims that this further strengthens 
the case for duty reduction on imported 
machinery 

Another area that needs attention is 
export of handmade woollen carpets For the 
last few years, expoit earnings Irom this item 
have been declining They declined from 
Rs 186 crore in 1981 82 to Rs 120 ciore in 
1984 85 even as plans were drawn up to raise 
the export earnings from carpets to Rs ^OO 
ciore Fortunately the declining trend has 
been reversed in 198S 86 with the earnings 
from handmade carpets rising to Rs 13T 
crore from the previous year’s level of Rs 120 
crore However, this increase has been 
entirely due to higher unit value realisation 

1 he annual report of the newly created 
Ministry of Textiles tor 1985 86 stales that 
the status of the woollen industry is being 
strengthened for its development as an 
export oriented industry by undertaking 
various techno economic measures and by 
equifping the industiv with the latest 
technology The industry, however, com 
plains that this intention ol the government 
IS not leflected in the budget proposals of 
the government lot 1986 87 to any signi 
ficanl extent 


agencies as well as representatives from the 
Health Ministiv the Medical ( ouncil ol 
India and the VS HO The following is the 
gist ot the long chapter on drugs from that 
report (pages 17' to 186) 

A careful analsMs of the diug policy which 
speaks mainly ot scit reliance and abur 
dance ol drugs to meet our health needs 
shows that It doc not lay special emphasis 
on the pattcin ol drue pioduclion It is nol 
enough to see ilnt diugs aic produced by 
Indians and in il nndanee It is even more 
important to sec u/tar drugs an pioduccd 
and toi whom 

I here IS now in over pioduclu ii t dru). 
(often very cosllv) mcint foi lie iicti iiid 
Well to do while the dtugc netded hv the 
pool people (and these must be cheap) ire 
not adequately available This skewed pit 
tern of diug production is m keeping with 
oui inequitous soci il siructiire which strescs 
the production ol lusurv goods lor the iich 
at the cost of the basic needs of the poot 
For instance, the production INH for tuber 
culosis and of Uapsone for lepro.y is only 
one third and one fourth respectively of the 
minimal requirement On the other hand 
tomes and v itamins ate produced in wasteful 
abundance 


The National C ominitiee on Science and 
Technology and Task Foae appointed by the 
Planning Commission earned out a study of 
the existing product pattern of drug manu 
facture This study reveals that the pattern 
ot drug manufacture does not conform to 
the real social needs ol the country Industnal 
units ,irc vs mg with each other to create 
market needs for osciwhelmingly irrational 
products rather than manufacture something 
that meets oiii social needs 

We strongly recommend that the pattern 
of drug production in ihc countly should be 
oriented closelv to the disease pattern The 
drugs required bs ihc poor should be pro 
duced in adequate quantity and at the 
cheapest price possible There is also need 
to prevent the production of high priced, 
useless drugs w Inch are put on the market 
lot nuking profits T hev harm even the rich 
rnd well lo do But ihtv do not remain 
rcstriiiicl 10 1 III III onlv They have a demons 
tr iiion cltcci which misleads the poor also 
and becomes an additional channel tor their 
exploit ition 

One ol the most disticssing aspects of the 
present heilih iluation in India is the habit 
ol the 1I1.H.10IS to ovciprescribe glamorous 
and coslls drugs with limited pou nlial II is 
list) tinfommiic that iiic drug pioduceis 
ilwavs Iiv to lush doctors into usmt, then 
products bs dime ms tan and foul These 
basic Hets aic inoic responsible for dislor 
non m drug production ind consuinplion 
than anvthing else 

In the light ot ihc foregoing discussion, it 
IS necessary to amend the existing diug policy 
suitdblv As recommended by the Hathi 
( ommittee it will also be desirable to have 
a National Drug Authuinv to implemcm this 
new and comprehensive drug policy to deal 
with all aspects ol this complex and iinpor 
tant problem 

An informed public which has been made 
aware ol the above pronouncements from 
the ‘Health Tot All document would be 
justified in asking Why are the members of 
that august committee, which made such 
progressive statements silent today when the 
debate on the drug pcijicy is raging in the 
media Whs is the Health Ministiy silent on 
this issue’ Shouldn l the I nton Minister and 
Miiiistcr of State lor Health take some lime 
off from their obsession with achieving 
tamilv planning laigcts ind demand im 
plemcniation ot the recommeridaiions made 
bv the most eminent health care pcisonnel 
in this countiv ’ 

ViMXI B\l AM HRAHMANV/VN 
Secunderabad 


Ha/anlous (.ontrao«'ptive 


I OR the first time in India the attempts ot 
the Health Ministry and the 1C MR to push 
a hazardous contiaccpusc lor women has 
been challenged thiough a writ petition filed 
in the Supreme C ourt on April 7, 1986 The 
petitioners are Stree Shakti Sanghatana, 
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Saheli, Chingan, three women’s organisa¬ 
tions in Hyderabad, £>elhi and Ahmedabad 
respectively, concerned doctors (Shyama 
Narang, Kamala Jayarao, Devayani Dangona, 
A K Vasudevan, Ramana Dhara) and 
journalist (Vimal Balasubrahmanyan) 

The Court today (May I, 1986) issued 
notice to the respondents to show cause as 
to why the petition should not be admitted 
and stay order granted on further trials of 
the contraceptive In addition to the Healtl 
Ministry, the ICMR, and the State of 
Andhra Pradesh, the Drug Controller of 
India was also impleaded as a respondent 
The notice is returnable on July 13, 1986 

I he contraceptive in question is Norethi 
sierone Oenanthate (Net Oen) an injectable 
form ol the female hormone progesterone, 
similar to the eontruversial drug Depo 
Provera Produced by Sehering, a West 
German firm it was tirst marketed in Peru 
in 1967 In 1971 it was withdrawn as rats 
tested with this drug developed pituitary and 
breast nodules Iherealter it was put back 
on the market and is now being propagated 
as the ideal contracei tive for third world 
women 

I he 1C MR IS euriently engaged in the last 
stage ot trials and the government plans to 
introduce it into the mass Family Planning 
Ptogramme in a big wav Far from sharing 
the optimism of the government and the 
K MR the petitioners contend that there are 
several reasons for grave concern 
The drug is a definite hazard to women’s 
health and a potential hazard to their pro 
geny The high dose of Net Oen which is to 
be injected every two months, causes a com 
plete disruption of the hormonal balance 
maintaining the reproductive system of 
women Menstrual chaos, which s ex 
perienced by 90 per cent of Indian women 
administered the drug, is just one of the ways 
in which this IS manifested Neither has the 
cause of this menstrual chaos been under 
stotHi nor has an etfective treatment for it 
been developed so tar WHO, though a pro 
ponent ol Net Oen admits that the safety 
ot the diug IS yet to be established with 
regard to aspects such as effect on lactation 
and progeny, cancer risk, long term sequetea, 
effects on lipid metabolism and endometrial 
bleeding 

I he drug has a long list of contra 
indications ringing from breast feeding in 
the initial six months since delivery, liver 
disease including jaundice, breast or genital 
cancer undiagnosed vaginal bleeding, to 
suspected pregnancy Women suffering from 
several other conditions such as diabetes and 
hypertension, need to be monitored closely 
Given the present state of health services in 
India, the Pi unary Health Centres (through 
which the drug will be primarily be admini 
stered) arc nut equipped to screen women 
with these conditions, admini ter the injec 
tion in a caretui and safe manner and deal 
with complications as and when they arise 


Hence, under Indian conditidns, the poten 
tial hazards of this drug do not justify its 
introduction into the mass Family Planning 
Programme. 

All the same, in their eagerness to com¬ 
plete the trials on the drug, the centres 
chosen by the ICMR have been reauiting 
women through unethical pubhcity cam¬ 
paigns Women are being lured by in¬ 
complete and bias'd informauon which is 
designed to conceal the experimental nature 
of the excercise and are led to believe that 
the drug is already tned and tested 

One of the major fears of the petitioners 
IS that, once introduced, this contraceptive 
has a high potential for misuse and can 
recreate the Family Planning Scene of the 
Emergency era Unlike then, the unwitting 
victims may not even be aware that they have 
become acceptor ot this method of contra 
ception because a" injection can always be 
administered undci false pretexts 

The petitioners therefore contend that all 
further experiments on Indian Women with 
this drug must be stopped and the drug be 
banned for use in India 

SAHtLI 

New Delhi 


Civil Rights Groups and 
Conununalism 


IN his article “Muslims and Civil Liberties’* 
(April 19) A G Noorani, while welcoming 
the PUCL report on the recent communal 


clashes m Delhi, has regretted that civil 
liberties organisations have not been forth¬ 
coming on issues such as communal clashes 
and the violation of the rights of Muslims, 
especially by the police. We wish to put it 
on record that we m the CPDR produced a 
booklet on the Bombay-Bhiwandi nots 
(1984) and sent a fact-findmg team to mquire 
into the Null Bazar incident last year, in¬ 
volving Khairnar, the BMC and the police 
and pubhshed the report We also know that 
a few other avil lib^ies organisations have 
taken up such issues in the past and ace 
becoming increasingly conscious of the need 
to assoaate themselvek with inquiries into 
such incidents, even though as yet such 
attempts have only been modestly rewarded, 
if at {J1 

One wonders how Noorani can ignore the 
timely response of civil liberties organisa¬ 
tions to the anti-Sikh massacre in Delhi and 
other parts of the country in the after 
math of Indira Gandhi’s assassination in 
November 1984 

We are surprised that, on the other hand, 
Noorani has complimented the press for its 
relatively ‘objective* reporting of communal 
incidents One only has to recall the edit 
orials and reports in our leading English 
dailies to realise how communally charged 
the media has been, especially of late The 
coverage of communal clashes in the 
regional and the Urdu press has been far 
more communal, of course 

VtJtNDRA 

Committee for Protection of 
Democratic Rights, Bombay 
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CAPITAL VIEW 


Reshuffling in Whose Aid? 

Romrsh Thapar 


WHOEVLR thought of Buta Singh, d much 
condemned ‘tankhiya’ (whatever that might 
mean, but condemned nevertheless'), as 
Union Home Minister How does Chief 
Minister Barnala deal with him> Or is it 
intended that he should communicate only 
with the man who has all his fingers in the 
ghee, as they say—yaar’ Arun Nehru, handl 
tng national security'’ 

Indeed, this appointment, now being 
carefully assessed by the ruling Congress 
party, ends a number of critical speculations 
Clearly, Arun Nehru has had his way A 
weak, lack lustre Cabinet Minister in Home 
IS going to leave the field free for manipula 
non, intrigue and the like -particularly in 
the advancement by Arun Nehru of a vicious 
police ‘culture’ to frighten and cajole those 
opponents who carry political clout 
We can see the pattern in the Passport 
Office Despite statements to the contrary 
in Parliament, it now takes a minimum of 
three months to renew’ an old passport 
where in civilised, democratic societies this 
IS done in 24 hours Only the 'vaars' are 
above this law Even senior and distinguished 
citi/ens, above 70 years of age, must be put 
through a character vciification procedure' 
Soon, all those who tra el to seminars and 
conferences will feel the impact They might 
even have to submit their thoughts or wiitten 
speeches tor a check 1 he police in national 
security have done such things elsewhere 
The authorship of this latest Cabinet 
‘reshuffle’ the third exeicisc in seventeen 
months, will remain hidden unless we take 
time to study some of the other incumbents 
That ‘Mufti from kashmir, brought into 
Tourism over the head of Jagdish l)tler, is 
a notorious operatoi for Congress con¬ 
spiracies m the state Who picked him for 
advancement'’ Who else, but Arun Nehru’ 
The Vlufti was the kingpin chosen to 
damage laroukh Abdullah and it is well 
known that he is m close contact with that 
other Arun Nehru handyman, Makhanlal 
Fotedar 

l,et’s move on Interestingly, Arun Nehru’s 
first concern is always to ensure the conti 
nuance in power of his other confidant, the 
goggled H K L Bhagat He presumably can 
handle anything, and no one cares whether 
large sections of public opinion feel that 
Rajiv Gandhi should keep his distance from 
such ‘activists’, but I suppose he feels that 
he might need the supposed strengths they 
provide in the streets 
The inappropriately named Shivshankar, 
who should have been retired from mini¬ 
sterial roles after his rather dubious steward¬ 
ship of the petroleum area, is back with-us 
in the Foreign Ministry His cultivated 
sophistication, and his legalistic play with 
words and phrases, will be a change from 


the simplistic mtanderings of Bah Ram 
Bhagat How this pveudo-dada was recruited 
to a senior ministerial post six months ago, 
and suddenly dropped, remains no mystery 
for the gang that operates the foreign policy 
advisory council But, and here is the rub, 
Shivshankar is an Arun Nehru man, and will 
be used accordingly 

I am not going into further details, except 
to say that the superficial attempt to 
regionally balance the ministenal team at ihe 
Centre is, perhaps Rajiv Gandhi’s contri 
bution—you know the induction of Gurdial 
Singh Dhillon long forgotten, and the 
strengthening of the female contigcnt to 
counter the tall out from the retiograde 
amendment on Muslim personal law With 
the existing Kesns and the Ohani Khan 
C haudhuris, Rajiv Gandhi could turn to his 
detractors and sav ‘ Mama could not have 
done better” 

Normally, one would not pay the slightest 
attention to the ministerial doodhngs of the 
rather cynical coterie surrounding ‘the 
leader’ The party has already been div ided 
between friends and toes But among the 
friends, there is a schism between those who 
live by their loyalty to Indira Gandhi per se 
and those who talk only of Rajiv Gandhi 
Programmes, principles and perspectives be 
damned They arc considered irrelevant 
After all, isn’t everv party almost the same 

1 his all seems very comforting to Rajiv 
(landhi and his ‘yaars’, but the ‘phoot’ in 
the party will not dissolve with a few suspen 
sions and expiilstons Many angers, petty 
and solid, casteist and communal, are sim 
menng In fact, it is being emphasised in 
party circles that dynasty politics live on the 
ability to act as an impartial and honest ar 
biter among our many and vaiied factions, 
and also as an effective vote gathermg On 
both counts, assessments are being revised 
A re shuffle cannot hide the reality of 
disarray—and certainly not Buta Singh in 
Home 

Against this background of anxious 
cogitation, the dissidents are sounding 
out the strengths they command Pranab 
Mukherji, honoured by expulsion, has im 
mediately donned the mantle of convenor 
He IS busy working to an all India conven 
tion of politicians to evolve answers to the 
present political contusion His allies, 
despite denials, include fairly sizeable fac 
tion leaders from Uttar Pradesh, Bihar, 
Gujarat, Maharashtra, Madhya Pradesh, 
Karnataka and Haryana A successful con 
vention could crystallise a defection scenario 
That’s the atm 

The ‘splitters’, if they can be so-called take 
strength from the fact that Rajiv Gandhi and 
his coterie are giving velvet-glove treatment 
to the aged Tnpathi In many ways, he was 


Mama’s comrade in the early days of battle 
with Lai Bahadur Shastri Even now. a walk 
out by him would be disturbing to the hard 
core of the party- yes, the same hard core 
which would be very upset by any discipli 
narv action against the outspoken secular 
senttments of Artf Khan 

The coietie imagines that the turbulence 
will subside with the visible retuin of people 
like Jagjivan Ram slated for the presidency, 
and of officials like f N kaul (posted to 
Moscow as ambassador lor a second time, 
much to the amusement of the Russians who 
know what he is worth) and B K Nehiu (to 
Washington, also foi a second time, because 
It IS believed that he will be equal handed 
with India loving or haling Republicans and 
Democrats, something our picsent incum 
bent was unable to do, they say) To excite 
the political atmospheic, P N Haksar and 
P N Dhar have also been met For the 
thoughtful observer these ire familiar 
games 

Ihe retuin of the dinosaurs or ‘the old 
ones’ as they ire dcsciibed by the coirupi 
coniniunalised and criminalised liimpeh 
activists of the ruling pariv, is not a very 
elevating adveitisement lot a coterie that 
parades its youth and model nit v 1 hesc more 
experienced pe'sons did not tun amuck, but 
they drifted along within the parameters of 
a system that did not work to any degree of 
satisfaction To expect them to restore the 
old elan is*to delude oneself and to drive 
another nail into the coltin ol a confused 
and divided Congress 

We will have to wait until ‘the leader’ 
returns from his lightning ‘frontline’ tour of 
foul African nations bordeting the apar 
theid lands of South Africa I his image 
building for the next meeting of the non 
aligned nations will leave little time tor 
instant, bright thoughts But the flights are 
long and tedious You never know Re 
shuffling can become a menace in the hands 
of shufflers 


Otis Elevator Company 

OTIS LLEVAIOR COMPANY (INDIA), 
which showed impressive progress during 
1984 8S, has continued to fare well in the 
first four months of the current year too At 
the annual general meeting, the Chairman 
Keshub Mahindra said that the company was 
pursuing the ground work towards diver 
stfication Significant progress has been 
made towards the launch of new elevators 
based on micro processor technology 1 he 
company has also gained considerable sue 
cess in computerising its servicing opeiations 
in a few major cities, which will go a long 
way towards mote efficient and reliable alter 
sales service 



STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(10-3-86) 

Month 

Year 

29, 1986 

85-86* * 

84-83 

8344 

82-83 

All Commodities 

1000 

363.0 

1 2 

3.4 

1.6 

57 

7.1 

9.5 

2.6 

Primary Articles 

417 

337.0 

1.8 

3.3 

2.4 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

328.3 

2.3 

8.2 

2.9 

7.3 

6.4 

13.3 

6.2 

Non-food Articles 

106 

280.7 

1.4 

- 8.6 

2.1 

- 10.3 

-2.3 

13.1 

1.7 

Fuel, Power, Light and Lubricants 

83 

610.3 


7.8 

0.2 

8.9 

2.6 

7.6 

7.3 

Manufactured Products 

499 

346.3 

1.1 

22 

1 4 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1983 

83-86 

84-83 

83-84 

82-83 

For Industrial Workers 1960 ^ 

100 

638’ 

0.8 

8.9 

8.9 

6.3 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 1960 

: 100 

384’ 

0.9 

8.1 

8.1 

6.8 

8.1 

10 3 

80 

For Agricultural Labourers July 60 to 

336’ 

0.7 

75 

7.5 

4.8 

0.2 

11.4 

5.2 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(9-5-86) 

Month 

Year 

28, 1986 

83-86* * 

84-83** 

83-84 

82-83 

Money Supply (M.) 

Rs Crore 

1,20,764 

1.467 

16,837 

2,967 

13,192 

16,038 

13,031 

10,113 




(1 2) 

(16 2) 

(2.5) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

62,147 

2,074 

10,180 

3,672 

9,379 

8,445 

5,757 

4,748 

Bank Credit to Commercwl Sector 

Rs Crore 

81,393 

240 

10,704 

438 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,756 

16 

471 

438 

299 

1,419 

-104 

-977 

Deposit of ScheduM Commercial Banks 

Rs Crore 

86,293 

468 

13,362 

1,576 

12,473 

11,319 

8,330 

7,299 




(0 3) 

(18.6) 

(19) 

(17.3) 

(1^.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,393 

-33 

148 

381 

53 

1,319 

1,233 

911 







(0 8) 

(24.0) 

(28.9) 

(27 2) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 = 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986** 

1983** 

1984 

1983 

1982 

General Index 

100.00 

223.5’ 

225.7 

212.7 

6.1 

6.6 

72 

45 

4.5 

Basic Industries 

32.28 

283.6' 

283 6 

263.6 

6.8 

6.1 

11 3 

5 5 

80 

Capital Goods Industries 

13.23 

243.3' 

243.3 

223.3 

9.9 

4.9 

12.0 

4.3 

-0.9 

Intermediate Goods industries 

20.93 

191.5' 

191.5 

174.1 

10.0 

11.0 

1.4 

7.9 

1.9 

Consumer Goods Industries 

31.32 

183.8' 

183.8 

175.2 

4.9 

2.6 

2.0 

0.4 

5.8 

Durable Goods 

3.41 

256.3' 

236.3 

207.8 

23.3 

19.4 

18.6 

0.1 

36 

Non-Durable Goods 

28.11 

173.4' 

173.4 

171.2 

1.3 

-0.6 

-0.6 

03 

63 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Dec 83) 

1985-86* 

1984-83* 

198443 

1983-84 

1982-83 

1981-82 

1980-81 

Exports 

Rs Crore 

790 

7,656 

8,360 

11,396 

9,872 

8,908 

7,803 

6,711 






(15.4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

imports 

Rs Crore 

1,344 

13,867 

12,330 

16,392 

13,763 

14,336 

13,671 

12,324 






(5.3) 

(9.8) 

(3.0) 

(9.2) 

(40.6) 

Balances of Trade 

Rs Crore 

-734 

-6,211 

-3,770 

-5,196 

-5,891 

-3,448 

-3,868 

-5,813 

Employmeni Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Montn 
(Jan 86) 

1986 

1983 

1983 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,338 

26,338 

23,391 

26,270 

23,347 

21,934 

18,646 

16,384 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

320 

320 

380 

5,766 

6,220 

6,633 

3,862 

6,277 






(-7.3) 

(-6.3) 

(13.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

30 

50 

63 

657 

707 

827 

820 

893 






(-7.1) 

(-13.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

503 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(3.2) 

Income 

Unit 

1984-83** 

198344** 

IM2-83 

1981-82 

198041 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rj| crore 

1,89,434 

1,72.176 

1,45,363 

1,30,383 

1,14,021 

93,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

39,319 

33,032 

33,168 

30,736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

693 


** Excluding gold and SDRi. 

+ Upto latest month for which data are available. 

* Provisional data. 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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INTERNATIONAL AFFAIRS 


The New Pax-Americana 

GPD 


THERE was a discussion on the Phibppmes 
the other day One point a number of 
speakers seemed to share was. we thought, 
quite interesting They argued that Cory 
Aquino was a non politician and hence had 
begun with a ^lean slate* The cliche of how 
the fact of Aquipo having no previous 
political experience* was both a point of 
strength and weakness was repeated a 
number of times We do not know what 
weaknesses it can possibly make for when 
the army is with her In any event the 
gracious lady has already demonstrated that 
she and her advisors and policy makers 
know their mind and know it sufficiently 
clearly 

As a part of the new efficiency drive 
launched by the Philippines, Aquino has 
announced that the government would im 
mediately go in for a ceasefire in its con 
tinuing confrontation with the Communist 
guerillas and open negotiations with the 
rebels Ihc rebels must realise that the 
military operations are not in their interest 
They must agree to a ceasefire, and so on 
The time as to when the ceasefire would be 
proclaimed and what would be the scope of 
the proposed negotiations were not im 
mediately made known But the details 
would be available before long Within a 
week of Aquino’s announcement there was 
a report of a fierce battle between the 
government troops and the guerillas The 
message has not obviously reached these 
people, or if it had, it did not register One 
can be certain however that it is bound to 
register one day It may or may not be 
accepted but Aquino has made it known 
that It better be 

A shift from Marcos ways of handling the 
insurgency has thus been signalled It would 
be wrong to relate this shift entirely to 
developments in the Philippines A new 
strategy to deal with ‘radicals* and people 
unfriendly to the Americans is visible now 
The Amencan foreign policy had been quite 
rightly accused of mindless bravado in the 
past The Americans rush in where angels 
fear to tread This was the reputation or 
rather the notoriety of Americans dunng the 
post war years right upto Nixon’s arrival on 
the scene The first signs of change were 
visible during the Nixon Kissinger eta of 
Amencan foreign policy That foreign policy 
wizard, Kissinger, demonstrated that there 
were other ways of conducting foreign 
policy than bombing people There are any 
number of liberals and even communists 
willing to play the Amencan game. Mao 
Zedong did not see the Internationa signi- 
flcance of what he was doing The Chinese 
perception of the Soviet Umon was to 
localised during those days that they wen 
willing to forget the international impli¬ 


cations of what they were doing in much the 
same manner as Khrushchev had done in 
1959 Anyway Kissinger’s strategy seems to 
have worked at least for a period of time 
Reagan has now introduced a two 
pronged strategy It is now a full offensive 
against the Soviet Union, the radicals and 
the 'anti-American' leaders all round the 
globe This is not to say that these three are 
related in any way The Soviets had not been 
particularly fond of Muammar Gaddafi of 
Libya for example No body can auuse them 
of actually aiding and sustaining the in 
surgency in the Philippines If we place these 
three together it is because ot the contra 
diction with the United States that they 
share Reagan docs not understand why 
anybody should oppose or even dislike the 
Americans He must do something about it 
He has gone about the job in a very 
systonatic manner To begin with, he has put 
the Soviet Union clearly on the defensive 
The Chinese used to speak in terms of 
advancing power and retreating power With 
Czechoslovakia and the Ussuri ensis behind 
them, they had seen the Soviet Umon as the 
advancing superpower and the US as the 
retreating superpower If we were to use this 
phraseology for convenience, it is easy to see 
that come Reagan and the US has become 
the advancing superpower all over again 
One can see that the process has been a 
careful mix of blackmail and diplomacy The 
blackmail began with the placing of missiles 
in Europe Having done that, the Americans 
have carefully avoided situations which 
might result into direct confrontation with 
the Soviets The latest example has been 
Libya Once the Soviets moved into the Gulf 
of Sidra, the Amencan response changed 
There was now no question of bombing 
Tripoli or Benghazi again 
One should add here that the Reagan’s 
foreign policy is different in terms of involve 
meni not only in relation to the Soviet 
presence but also in relation to the size of 
a given state The American rhetoric on 
terrorism carefully avoided the larger states 
like Syria which may have as much if not 
more to do with terrorism Libya is a small 
state Libya’s relationship with the Soviet 
Union has not been particularly warm either 
Gaddafi with his ‘green book’ hao no use 
for the atheists from Moscow Reagan knew 
this One can see that it was no blind 
adventurism but rather a calculated move to 
bomb Tkipoli 

Nearer home he had done a similar thing 
in Grenada Again the cidculations must 
have been the same way back during the 
Cuban missile crisis when the Soviets finally 
withdrew When Khrushchev was asked as 
to why the Soviets had retreated, the 
ebullient Soviet leader, the most likeable 


revisionist, is reported to have replied “C uba 
exists doesn’t it*'” The point was simple and 
straightforward The purpose oi (he Soviet 
intervention was to make it clear to the 
Americans thit destruction of Cuba was un 
acceptable to them That purpose was suielv 
achieved What the Amciicans have learnt 
since IS that the Soviets aie in no position 
to prevent destiuction or subversion ol every 
Other state and regime in the world Already 
the Soviet economv is paying a heavy price 
lor their various dtlensive’ commitments 
This IS good for the Amciicans in more ways 
than one This dram on Soviet itsources can 
only be a welcome thing Secondly within 
the ’bourgeois liberal woild anti im 
perialism’ is no longer a pait of the value 
system Among the radicals all ovet the 
world there would be many who would be 
quite vocal in their criticism ot the rcwi 
sionist’ or ’degenerate’ Soviet state and 
would refuse to see that a ciitiquc of the 
Soviet Union which objectively assists 
Reagan and his men is a self deleating 
exercise Ihirdly the higher the Soviet 
involvement, the worse it is for Gorbachov s 
new economic policy 

The principal elemcni ol the new I’a\ 
Americana are already clear One element 
has been based on modern management 
principle hire managers who do nut deliver 
Marcos went away because of that decision 
Bena/ir Bhutto is another hopeful The 
situation in Pakistan can also change, not 
because people of Pakistan want it It is a 
neccssaiy condition but cinnot be a sul 
ticient condition It is to be seen if the 
Ameiicans opt lor Benazir in place ol /la 
Ul Huq But il they did it would be another 
example of the new strategy ol building a 
Pax Americana 

The Second element consists ol outright 
attack Ol bombings without committing 
American troops to unfamiliar terrains 
Bomb the lile out of them if necessary bur 
do not lead your troops there for any long 
term war Grenada and Libya belong to this 
category The third element consists of keep 
ing up the counter insurgencies alive 
Nicaragua and Afghanistan provide the two 
best examples of this device There tlie actual 
fighting IS not to be done by the American 
troops The Amencan commitment has to 
be limited to financial assistance and 
weapons To the extent possible no American 
shall die for the ‘liberation of Afghanistan 
That IS better done by the Afghans them 
selves If more help was needed, Zia could 
always provide some Pakistani cannon 
fodder to liberate Afghanistan 

From the Philippines in the east to 
Nicaragua in the west, a calculated 
American drive is on The message of this 
offensive is quite cleai There is only one 
superpower worth the name in the world 
today ft IS the United States of America 


945 



) 


May 31. 1986 


ECONOMIC AND POLITICAL WEEKLY 



SELF-RELIANCE 

m STEEL PLANT ENGINEERING AND TECHNOLOGY 


Pionaar In ataal plant eonaultaney in 
India. DASTURCO his been closely 
involved in the plinninp design end 
enginaeiing ol steel and allied proiecis far 
bath iha pubNc end private sectors If is 
consultant to aavoral foreign governments 
UNCTAD UNIDO World Bank and other 
inlernstional agencies 

Integratfld Steal Plants 

For Visakhapatnim Steel Project—India a 
tirst coast based steal plant—DASTURCO as 
the Princ pal Consultant is providing 
comprehensive des gn and eng nearing 
serv css DASTURCO is also engineering 
consultant for □ Modernisation of TISCO 
Jamshedpur □ Silicon Steel Project 
Rourkela Steel Plant 

Alloy and Special Steele 

DASTURCO IS the consultant to □ Alloy 
Steels Plant Ourgapur (initial plant as wall 
as expansion) U the Special Steals Plant 
Salem (1 Firth Sterling Steel Nagpur etc 



Mint Steel Planta 
India a first modern mini steal plant 
with advanced S type curved mould 
continuous casting for Mukand Steel at 
Thane Bombay was dasignad by 
DASTURCO as far back as 1959 Sinca 
then DASTURCO has anginaarad a large 
number ol mini steal plans in India 
and other countries □ Steel Complex 
Feroke Kerala D Krishna Steal 
Bombay □ OswsI Steel Faridabad □ PT 
Badja Indonesia Ulema .Jakarta ate 

Sponge Iron Plants 

For SIIL a sponge iron plant Kothagudem 

—India a first OR plant based on 

non coking cpsis—DASTURCO has 

provided comprehensive design and 

engineering services 

Now It IS consultant to the Governments 
ol Gujarat and Maharashtra for their two 
gas based sponge iron plants 


Suparalloys 



Spongt I ton Plint Kothtgudtm Dmet 
ttduetion umt wtih waafe paa elttning 
Fac//i(y 



Alley Steels Plent Dutgegur Teggitig 
ot hgutd steel tmm the SO ton ere 
turneee fStege 1 Esgenston) 


ivitanani 9 ouparaiioys riani nyoarsoao'—* 
one of tha moat tophisticatad and 
complax matatlurgical plants in the 
wofid—was dasignad and anginaarad by 
DASTURCO 

Export of Know-how 
As in India DASTURCO is actively 
assisting steel development in the Arab 
world South East Asia Africa and 
Latin America Among the numerous 
assignments handled the largest and 
most prestigious is the Misurata Iron and 
Steal Complax Libya now unrlar 
construction for which DASTURCO is 
the Principal Consultant Currently 
DASTURCO IS also the Project 
Consultant for the Trangganu Diract 
Raduction/Eleciric Arc Furnace steel plant 
ofHICOM Malaysia In Venezuela 
DASTURCO provided design/engineenng 
services (or SIDOR plent expansion 
DASTURCO IS the consultant to the 
Govemmant of Oman for thair first 
integrated ataal plant (OR/EAF) and 
rolling mill In Egypt DASTURCO recently 
prepared a Master Plan for the development 
ol the siasi sector up to 2000 AO And 
now (or Iha Government of Mongolia 
DASTURCO IS drawing up detailed plans 
for tha astablishmant Of the steel industry 
in the Republic 


VSP—Polling mill etes Poll shog column 
end eguigment foandetiens 


DASTUMCO 

Totml engtnggrfng— 

Concdfit to eompidtion 

M. N. DASTUR & COMPANY (P) UMITED 


CONSUL TING CNGINeePS 
CALCUTTA 


U MND 52A 


946 





COMPANIES 


Pesticides: Import Duty Anomalies 

Hansavivrk 


BASF INDIA has decided after prolonged 
deliberations and feasibility calculations not 
to implement the letter of intent for 
caprolactum. Some 4'/t years after making 
the application, the company got the govern¬ 
ment’s approval to put up the facilities at 
Jagdishpur in UP where a grossroot plant 
had to be built. The grassroot plant involves 
considerably higher expenses bjf way of “off¬ 
site costs”. At the time of submitting its 
application, the company had reckoned with 
an investment of Rs 137 crore, whereas fresh 
calculations after receipt of the letter of 
intent indicated that total investment would 
be more than Rs 300 crore. Moreover, it was 
noticed that the letters of intent already 
issued by the government amounted to a 
quantity which would have been much 
higher than the total demand for the pro¬ 
duct in the country by 1990. The company 
has received a letter of intent for manufac¬ 
ture of 2,300 tonnes of polyurethane resins 
per annum. As the letter of intent specifical¬ 


ly prohibits manufacture of resin systems, 
the company has represented to the govern¬ 
ment for deletion of this clause. The com¬ 
pany has received the long-awaited registra¬ 
tion for its Cypermethrin Hlbchnical and for¬ 
mulations following which ail the necessary 
formalities for conversion of the letter of 
intent into an industrial licence have been 
completed. The management hopes to start 
production of the nes insecticide during the 
current year. The company intends to apply 
for the manufacture of Pour Point Depres¬ 
sants at Thane and has made an application 
to the department of Company Affairs for 
exemption under MRTP Act. An application 
has also been made for the manufacture of 
Pentane at Thane and the company has been 
asked to go through MRTP formalities. 

Meanwhile, the company has shown poor 
results for 1983 with a marked contraction 
of margins, as reflected in decline in gross 
profit ftom previous year’s Rs 3.17 crore to 
Rs 2.96 crore despite higher sales of Rs 33.16 


The Week's Companies 



(Rs Lakh) 


BASJ _ 

WIMCO 

Cyan am id 



Latest Year 

1 asi %ar 

latest Year 

last Year 

Latest Year 

l.ast Year 


31 12 85 

31 12 1984 

31 12-85 

31 12 84 

30 II 85 

30 II 84 

Paid up Capital 

301 

301 

845 

845 

456 

456 

Reserves 

882 

882 

1190 

1080 

734 

677 

Borrowings 

1470 

1515 

4089 

3408 

336 

296 

of which Term borrowings 

474 

517 

1076 

789 

— 

— 

Gross fixed assets 

2168 

2102 

4031 

3747 

1135 

1071 

Net fixed assets 

1206 

1329 

1959 

1998 

559 

529 

Investments 

22 

3 

327 

181 

9 

9 

C'urrent liabilities 

556 

452 

2840 

2212 

745 

353 

Current assets 

1975 

1753 

6631 

5327 

1703 

1248 

Stocks 

769 

737 

2142 

2026 

1192 

977 

Book debts 

895 

736 

1277 

624 

344 

159 

Net sales 

3316 

2957 

9780 

8530 

3735 

3219 

Other income 

229 

165 

424 

277 

67 

46 

Raw material costs 

1636 

1565 

2966 

3668 

1758 

1446 

Wages 

429 

342 

1585 

1334 

702 

564 

Interest 

264 

224 

486 

410 

66 

68 

Gross profit (-t-j/lossf- ) 

296 

317 

920 

829 

377 

387 

Depreciation provision 

197 

196 

298 

246 

99 

92 

Tax provision 

17 

10 

229 

200 

106 

94 

Net profit (+)/loss (-) 

82 

111 

393 

383 

172 

201 

Investment allowance reserve 

43 

75 

52 

31 

13 

37 

Transfer to reserves 

Dividend 

3 

— 

172 

183 

45 

50 

Amount P 

2 

2 

— 


— 

— 

E 

34 

34 

169 

169 

114 

114 

Rate (per cent) P 

9.50 

9 30 

— 

- 

— 

— 

E 

12 

12 

20 

20 

25 

25 

Cover (times) 

2.36 

2.36 

2.32 

2 77 

151 

1.76 

Ratios (per cent) 

Gross profit/sales 

8.92 

10.72 

9 41 

9 72 

1009 

12 02 

Net profit/capital employed 

6.93 

9.98 

19.31 

19 89 

4.60 

6.24 

fiiventories/s^es 

23.19 

24.92 

21.90 

23 75 

31.91 

30.35 

Wiges/sales 

12.94 

1156 

16.21 

15 64 

18.79 

17.52 


crore against Rs 29.37 crore. This outcome 
IS attributed to the gross under-utilisation 
of the installed capacity at the Bokaro unit 
and disparity in the import duty on leather 
chemicals P K San)^, Chairman, has 
assured shareholders that the management 
is striving to achieve substantial cost reduc¬ 
tion through two separate task forces formed 
for cost reduction and backward integration 
of raw materials for leather chemicals. Net 
profit is also lower at Rs 82 lakh (Rs 111 
lakh) and the earnings cover for the un¬ 
changed 12 per cent distribution on equity 
has come down from 3.21 times to 2.36 
times. 

The Chairman points out that the import 
of major leather chemicals continued un¬ 
abated at a concessional duty of 43 per cent 
in spite of representations made to the Cen¬ 
tral government. The company’s efforts with 
the government ate continuing in the hope 
that the government will see reason. The 
company has exported 60 tonnes of Bosyntan 
OLE to Europe and proposes to continue 
such efforts. The basic anomaly of customs 
duties on raw materials required for basic 
manufacture of technical grade pesticides 
being higher than those for the finished 
technical grade pesticides persists and the 
difference has further widened as a result of 
the recent budget. Import duties are now 
levied at 141 per cent, whereas finished 
techmcai grade would be imported at 100 per 
cent. This substantial difference in duty 
structure vitiates the government policy of 
encouraging increasing local production of 
pesticides, says Sanyal. 

IVIMCO has shown satisfactory rpsults for 
1983 with increase in sales from previous 
year's Rs 83.30 crore to Rs 97.80 crore 
followed by a gross profit of Rs 9.20 crore 
against Rs 8.29 crore. With provisions for 
depreciation and taxation requiring more; 
net profit has increased only modestly from 
Rs 3.83 crore to Rs 3.93 crore. Equity divi¬ 
dend is maintained at 20 per cent and is 
covered 2.32 times by earnings as against 
2.27 times previously. 

The Ambarnath factory resumed opera¬ 
tions towards the end of the previous year 
and the match activity has experienced nor¬ 
mal operations. The metal anodes activitv 
continued to fare well. Besides receiving 
orders from new customers, the company 
won repeat orders from existing customers. 
Efforts are being made continuously to 
upgrade the technology. The processed food 
activity has developed considerably. The sub¬ 
sidiaries, Sun-Sip and Cleanfoods Corpora¬ 
tion, processed 19,493 tonnes during the year 
as compared to 10,833 tonnes previously. 
The company made a successful entry Into 
the domestic market with tomato paste and 
also made a breakthrough into ^^bst European 
markets with its products. The Engineering 
Division made steady progress and executed 
large export orders from Russia The farm 
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forcMry operations were further extended. 
As many as 4,13,000 saplings were planted 
by the Held staff as compared to 2,90,000 
saplings in 1984 Also, considerable progress 
has been made in undertaking horticultural 
extension work for securing tomatoes and 
mangoes for the company’s processing 
plants. The company’s exports reached the 
level of Rs 17 75 crote. 

CYANAMID INDIA, manufacturer of 
drugs, pharmaceuticals and agro chemicals, 
earned a lower gross profit of Rs 3 77 crore 
during the year ended November last as 
against Rs 3.87 crore in the previous year, 
although It could increase its sales from 
Rs 32.19 crore to Rs 37 35 crore and other 
income from Rs 46 lakh to Rs 67 lakh. The 
contraction of margins is attributed to all¬ 
round increase m the cost of materials and 
utilities without a corresponding increase in 
prices. I his was further accentuated by the 
failure of monsoon in certain areas of the 
country resulting in drought conditions 
which, in turn, affected the performance of 
the Agricultural division Net profit is Rs 1.72 
crore compared to previous year’s Rs 2.01 
crore. The unchanged 25 per cent equity 
distribution is covered 1.51 times by earn¬ 
ings as against 1.76 times. Exports during the 
year amounted to Rs 32 lakh (Rs 30 lakh). 

The company's applications for regulansa- 
tion of productive installed capacities of 
bulk drugs (Tbtracyclines) and pharma¬ 
ceutical formulations are still pending with 
the Central government The company’s 
appeal in relations are still pending with the 
Central goveinment The company’s appeal 
in relation to certain conditions put by the 
government white granting re-endorsement 
of capacities for bulk drugs and some anti¬ 
biotic formulations in terms of Notification 
dated April 21, 1982, is still pending. In 
terms of the latest press note dated Janury I 
last released by the Government of India, 
the company is eligible for re-endorsement 
of Its capacities in respect of pharma¬ 
ceuticals and agricultuial bulk pesticides, 
for which applications have been made. 
J L Ackermann relinquished the office of 
Chairman C H Calder assumed the office 
of Chirman with effect from June 1, 1985. 


In the Capital Market 


Aiisani-Oerlikon, a name synonymous with 
welding products, is going public with an 
issue of shares linked with non-convertible 
debentures The objective of the issue is to 
dilute the promoter’s shareholding to 60 per 
cent which will facilitate listing of the com¬ 
pany's shares on the stock exchanges. 
Besides, the issue will augment the long-term 
resources of the company necessary to 
finance its ambitious modernisation pro¬ 
gramme The issue which will open on 


June 5 for Non Residents and on June 16 
for the Indian public, will be listed on the 
Bombay, Ahmedabad and Madras Stock 
Exchanges. From a humble beginning of 
manufacturing mild steel elearodes, Advani 
Ocrlikon today has eight manufacturing 
plants and 15 area ofnees, besides a nation¬ 
wide network of dealers. It also has an of¬ 
fice in Dubai which will function as the 
nerve centre for that region. The company 
was the first to manufacture sophisticated 
underwater electrodes, hydrogen controlled 
electrodes, iron powder electrodes and stain-, 
less steel electrodes. Also, it pioneered the 
manufacture ot flux-cored continuous wires 
for semi and fully automated welding. The 
company today manufactures over 200 dif¬ 
ferent types of electrodes. After earning the 
title “Welders to the Nation**, the company 
has today divers,fied in a big way into in¬ 
dustrial electronics The compay's R and D 
Centre at Pune, engaged in research on 
disciplines like renewable energy systems 
process control instrumentation, semi¬ 
conductor devices, laser technology, etc, has 
been named alter late I T Mirchandani. 
Besides this Centre, the compeny has two 
other R and U Centres, one at Bombay and 
the other at Chinchwad. The company is 
now coming out with a public issue of 28 
lakh equity shares of Rs 10 each at a 
premium of Rs 2 per share linked to 5.6 lakh 
IS pel cent secured non-convertible deben¬ 
tures of Rs 100 each at par taking the 
aggregate amount to be raised to Rs 8 96 
crore, including the premium on equity 
shares. In accordance with the present 
guidelines, 35 per cent of the issue has been 
reserved for Non-Resident Indians, 5 per 
cent of the Issue has been reserved for firm 
allotment to the Unit Tfust of India and the 
balance of 14.84 lakh equity shares linked 
to 2.96 lakh debentures is being offered to 
the Indian public A sum of Rs 6 per equity 
share and Rs 50 per debenture is payable on 
application and the minimum application 
accepted would be for 100 equity shares and 
20 debenture which means a minimum sum 
of Rs 1600 IS payable per application There¬ 
after, the application has to be in multiples 
of the minimum The applicant pays the 
balance on allotment. The paid-up capital 
of the company is presently Rs 420 lakh and 
the reserves are an impressive Rs 1251 lakh 
(including revaluation reserve of Rs 292 
lakh) taking the book value of the share to 
Rs 34,78. The company has made five bonus 
issues in the past 20 years including the pro¬ 
posed bonus issue in early 1986. As regards 
dividend, the record has been impressive. 
Right from its inception until the end of 
1982, the company’s turnover grew by leaps 
and bounds and so did its profitability. The 
company has entered into technical col¬ 
laborations with three leading manufacturers 
from West Germany for the manufacture of 
advanced welding equipment and high 
voltage rectifiers. Accordingly, the share of 


high-tech welding products in the total turn¬ 
over is expected to gradually increase to 40 
per cent by the turn of this decade from the 
present 29 per cent and the share of the con¬ 
ventional welding products is expected to 
drop from 63 per cent to 41 per cent. With 
this plan, the company hopes to improve its 
profitability. For the year ended Septem¬ 
ber 30. 1985 the company achieved a turn¬ 
over of Rs 73.44 crore. The gross profit 
earned was Rs 2.59 crore. The Government 
of Maharashtra has declared the Advani- 
Oerlikon non-convertible debentures being 
issued to the public in June as a “public 
security’’ under the Bombay Public Trusts 
Act 1950. 


Vitia Mazda will enter the market on June 3, 
1986 with a public issue of Rs 180 lakh in 
equity shares of Rs 10 each at par to raise 
tong term finance-for its expanding leasing 
business for diversification programmes. 
Equipment leasing has been its main activity 
and the company now proposes to also go 
m tor leasing of immoveable properties and 
has in hand some lucrative proposals which 
will ensure good return year after year. The 
compnay is considering a warehousing 
project in South Gujarat. It also plans to 
diversify into leather industry and has 
started negotiations for acquisition of a 
running concern in this field The company 
has entered into a new activity of manage¬ 
ment of leasing companies and has under¬ 
taken the management of a Gujarat-based 
leasing company. The company suited 
operations in February last and in 3 months 
completed leasing business worth over 
Rs KX) lakh against the overall business 
tie-up of Rs 528 lakh. The bomd has recom¬ 
mended an interim dividend at the rate of 
Re 1 per share which works out to 20 per 
cent Based on equity of Rs 3 crore and 
revolving line of credit of Rs 6 crore, the 
company expects to generate sufficient 
profits in its very full year of operation to 
reward the investors handsomely. According 
to Oau K Deboo, Chairman, the company 
confidently estimates that it will have a toul 
volume of business of Rs 5 crore in the first 
year, Rs 6.60 crore in the second year, 
Rs 10.50 crore in the third year and Rs 13.50 
crore at the end of the fourth year. The 
company intends to go in for property 
investment and development in the first year 
to the tune of Rs 73 lakh which will gradual¬ 
ly be increased to Rs 675 lakh by the end 
of fourth year of operations. It also proposes 
to make investment in shares and securities 
upto Rs 25 lakh in the first year which it 
aims to increase to 385 lakh as its target by 
the end of the fourth year. Manager to the 
issue: Central Bank of India and V B Desai 
Financial Services. Constdtants to the issue: 
H L Financial Consultants and Management 
Services. Advisors to the issue: Mazda 
Financial Consultancy, 
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FROM OUR CORRESPONDENTS 


BIHAR 

Arwal Massacre: A Government Conspiracy? 
Report of an Investigation 


THE fact-finding team of the Association 
for Ihotection of Democratic Rights (APDR), 
Calcutta, which visited Arwal is of the 
opinion that the police firing which occurred 
there on Apri,i 19 and resulted in the death 
of a large number of praple was the outcome 
of a high level conspiracy in the Bihar 
government. It was an attempt to terrorise 
and suppress the legal and democratic move¬ 
ment of the poor peasants and agricultural 
labourers in order to protect the landlords 
from their ondaught. The state government's 
allegation that the police fired in self-defence 
when an armed mob attacked the police 
station is utterly baseless. 

During the team’s visit to this small town 
in Jahanabad subdivision of Bihar’s Gaya 
district it met and talked with a cross-section 
of people. Among them were the OC of 
Arwal police station TN Ojha. the ex- 
Lohiaite Socialist leader and presently an 
anchal pradhan and Majdoor Kisan San- 
giam Samiti (MKSS) leader Jang Bahadur 
Singh along with some other activists of his 
organisation, Raja Ram and other activists 
and supporters of the Indian People’s Front 
(IPF), the general secretdry of Bihar state 
PUCL, Shashi Bhushan and also a number 
of journalists who had been to Arwal soon 
after the police firing. In the coursaof its 
investigation the team visited the houses of 
some of those who had been killed in the 
police Hring and talked with their family 
members. It went around the compound of 
the Gandhi library where the firing occur¬ 
red and adjacent to it the plot of khas land 
around which the dispute had flared. It also 
spoke with some members of the Razak 
tamiiv of Wasilpur who have been the centre 
of controversy as allegedly they were instru¬ 
mental in evicting the nine landless Harijan 
from that small (26 decimals) low lying plot 
of land. Yet it could not meet Baijnath 
Razzak, a superintendent engineer in the 
minor irrigation department of the state 
government, resentment against whom 
among the local people was evident, as he 
was not at home. 

It is significant that only three days after 
Kasowan assumed the post of the first police 
superintendent of Jahanabad subdivision 
the Arwal massacre took place On April 1 
Jahanabad subdivision was declared a police 
district. Hence while the SDO exercised 
administrative responsibility under the 
jurisdiction of the District Magistrate of 
Gaya, the police superintendent of the sub¬ 
division under the new dispensation epjoyed 
equal powers to the SP of Gaya. The events 
before and after the declaration of Jahana¬ 
bad as a police district shows that the state 
goi^rnment was no longer willing to tolerate 
the struggle of the landless and poor 
peasants for their democratic rights (e g. 


minimum wages for agricultural labour) and 
was keen to perpetuate landlords’ rule in the 
region. 

In Jahanabad two peasant organisations 
are active against landlord’s oppression— 
the Bihar Provincial Kisan Sabha (BPKS) 
led by IPF and the MKSS. The latter’s 
influence has also spread into the neigh¬ 
bouring Masaurhi block of Patna district. 
In recent times three peasant organisations, 
BPKS. MKSS and 'he Revolutionary Kisan 
Committee, have been engaged in leading 
peasant movements in six districts of central 
Bihar, viz, Gaya, Patna, Aurangabad, 
Rohtas, Nalanda and Bhojpur. 

Socio-Economic Background 

In this area, the decline of the zamindari 
estates led to widespread eviction of share¬ 
croppers and tenant cultivators who com¬ 
prised the actual tillers of the land, A new 
class of landlords emerged from the ranks 
of the 'middle castes’ (clean Shudra). But 
in most of the areas the situation of the 
Harijans remained unchanged as landless 
labourers. Meanwhile the new landlords con^ 
solidated their position through the use of 
modern inputs and technology in agri¬ 
cultural production On the one hand they 
pressurised the government for cheaper 
inputs and higher farm prices, on the other 
they exploited their hired labourers for more 
and more surplus. As a result a restructuring 
occurred in Bihar’s caste-class structure. In 
some of the areas the ‘forward castes’ 
(Brahmia, Bhumihar, Rajput and Kayastha) 
were displaced by the ‘backward castes’ 
(Kurmi, Yadava) who became economically 
dominant. The Hanjans, however, remained 
at the bottom of the caste and class hierarchy. 

Of the ten lakh people in Jahanabad sub¬ 
division around 40 per cent are landless 
labourers or poor peasants comprising 
mostly Harijans The majority of the 
Yadavas are middle or poor peasants while 
the bulk of the Kurmis.were middle peasants. 
A few among the Yadavas were better-off 
peasants and landlords. In this region the 
Kurmi landlords and prosperous peasants 
predominate over the Brahmin and Bhumihar 
landlords. Large landlords are absent in the 
area though the middle peasants are about 
40 per cent of the nopulation. So the land¬ 
less and poor peasants and the middle 
peasants were poised evenly. 

Agriculture is the primary means of 
sustenance in Jahanabad and Masaurhi. 
Only a fourth of the arable land is irrigated, 
consequently mono crop cultivation provides 
employment opportunities to the agri¬ 
cultural laiiourers for only a few months 
every year. >Mige rats are Iqw—about 750 gms 
of mokai or Khesan or mama. In places 
where the labourers have organised them¬ 


selves the wage rate has improved to IVi kgs 
to 3 kgs over the last flve years. Wages are 
still paid in kind in this area and not in cash. 

An aspect of the growing economic in¬ 
equality is the practice of forcible occupa¬ 
tion of government (khas) lands by the 
landlords. Retained under fictitious names 
the landlords maintain attended holdings. 
Bihar government’s land revenue department 
though aware of these practices prefers to 
turn a blind eye to such irregularities, lb 
safeguard their landholdings the landlords 
with the aid of the administration have 
formed private mercenary armies known as 
‘senas’. They are organised along caste lines. 
In Bhojpur-Rohtas region the Rajputs have 
formed the Kunwar Sena while the Bhumi- 
hars of Gaya have constituted the Brahma- 
rshi Sena. All over Bihar wherever the 
peasant struggles have taken root the 
landlords have formed ‘senas’ armed with 
modern weapons. The most well organised 
and notorious of the ‘senas’ is the Bhoomi 
Sena of the Kurmi landlords of Patna, Gaya 
and Nalanda districts. It was formed in the 
early 1970s in Boon Poon as the Kisan 
Suraksha Samiti to suppress the militant 
peasant movement of the area Since late last 
year the Bhoomi Sena has been forced to 
retreat before the militant peasant movement 
under MKSS leadership. Recently pros¬ 
perous Vhdava landlords of Nalanda district 
formed their own vigilante force called 
Lornk Sena. It has received the aid and 
blessings of the administration and Con- 
gress(l) politicians. It is led by a CPI MP. 
Ramashray Singh Yadav. Although these 
’senas’ are illegal, the police have extended 
their co-operation to them. As much has 
been admitted by Bihar’s Director General 
of Police, Shashi Bhushan Sahay, in a recent 
official note on extremist and sena activities 
in Bihar; “there was a tendency among the 
police functionaries to encourage the defence 
groups (the ‘senas’) to organise themselves 
in order to fight out the naxalites” (Times 
of Indta, Patna edition. May 2,1986). These 
‘senas’ are engaged in suppressing and 
terrorising the poor and landless peasants 
and their democratic movements by murder¬ 
ing their cadres and activists. They also lend 
support to the dacoit gangs operating in the 
countryside. 

Educationally also Jahanabad is a back¬ 
ward area. The educated are engaged in 
politics to grant power or link-up with the 
local bureaucracy to serve their own in¬ 
terests. For the people economic exploiution 
is augmented by caste oppression of the 
most brutal kind. 

Peasant Movements and the 
‘Task Force’ 

Five years ago the MKSS began mobi¬ 
lising the peasants in this area against the 
landlords. They united the rural poor on 
three issues: 

(a) agricultural labourers must be paid the 
statutory minimum wage and illegally 
occupied khas lands must be redistri¬ 
buted among the landless. 
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|X significant leap forward in Circuit Breaker Technology. 


Introducinp 

‘Jyoti’ Vacuum Circuit Breakers 
in technicai coiiaboration 
with Toshiba, Japan. 


'Jyoti' now brings the world's most 
^’modern vacuum technology from 
■ Toshiba of Japan to offer a whole 
'hew range of Vacuum Circuit 
] Breakers, specially suitable to 
I Indian industries and utilities. 

: These breakers offer substantial 
' economy in power distribution 
! systems. 

Consider their additional 
features: 

' • High reliability - - demonstrated 
'' by over a million vacuum 
interrupters in use 
1 World-Wide. 

: * Wide range — covering voltage 
ratings from 3 6 kV to 36 kV. 
short circuit current rating up 
to 40 kA; and normal current 
rating up to 3000 A. 

» High operational safety as 
vacuum interrupters are 
mounted inside a specially 
moulded U-shaped insulating 
S ’ housing 

» Excellent breaking 
: performance due to special 

contact geometry and 
material. 

Low switching overvoltage 
;! L" level — because of 



application of low surge 
contact materials. 

• Better component 
interchangeability for 
mechanisms of all ratings. 

• Compact and lightweight. 


f-or further details, contact 


Switchgears & Switchboards Division 
Group-II 

J/44-59BIDC,Gorwa 
Vadodara 390 016 

Phone 82386,82726,82721-2. 
82063 

Telegram JYOTELECT 
Telex 0175-562 

ABC JOTI-IN. 



Jyoti Lid. 

m VADODARA 


Shaping technologies for 
a better life - your life. 


Zonal Offices Sterlins Centre', Dr. Annie Besant Road, Worli, Bombay 400 018, Telephones; 4927045, 4927046 & 4927057- 
406, Chiranjiv Towers, 43, Nehru Place, New Delhi 110 019, Telephones: 6434249, 6433326,6414895,6434051; 145/146. Nungam- 
bakkam High Road, Madras 600 034, Telephones: 475007 & 473683; 45, Jhowtalla Road, Syed Amir Ali Avenue Calcutta 700 019 
Telephones 441609, 432843 & 433306 . 
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(b) popular resisumce to be built up against 
dacoities, and 

(c) protection of the honour of their 
womenfolk. 

In this along with MKSS, the BPKS has also 
been active organising the landless agri¬ 
cultural labourers in Jahanabad. From the 
beginning both these organisations had to 
face the hostility of the landlord ‘senas’. Last 
year the state government mounted a mas¬ 
sive counter-insurgency operation known as 
Operation Ihsk Force to quell the tide of 
peasant unrest. This specially trained and 
armed force was deplo)^ in the six districts 
of central Bihar where the peasant organisa¬ 
tions were 'active. Its impact was most 
severely felt in Nalanda district and the 
Jahanabad subdivision of Gaya district, lb 
counter the Task Force’s repression the 
peasant organisations held large public 
meetings td mobilise public opinion. Thus 
on October 4, 198S about 40,000 (the news¬ 
papers reported an attendance of 7S,0(X)) 
people gathered at a meeting in Jahanabad 
town organised by the Front Against Repres¬ 
sion (Daman Virodhi Morcha). The pro¬ 
gramme of mass contact through public 
meetings to arouse public opinion against 
the activities of the Task Force gathered con¬ 
siderable momentum. Also as the MKSS was 
able to contain the dacoit menace with 
public support, this earned them the sym¬ 
pathy and goodwill of the traders and 
middle peasants. Hence these sections also 
joined the MKSS’s public meetings and 
augmented the ranks of its supporters. 
Between March 5 and April 3^his year the 
MKSS organised 17 such public meetings 
with attendances varying from 4,OCX) to 
20,000. Most of them passed off peacefully 
except three, where the public and landlord 
'senas' tried to disrupt the meetings. 

On March 9, Rajput landlords attacked 
the landless Musahars of Kalpa village 
and fired on them during a meeting. 
The police arrived but could not stop the 
meeting. 

Again on March 14 in Paliganj block of 
Patna district, the Lorrik Sena of Maharaj- 
ganj fired upon a procession which was 
proceeding towards a meeting at the Muslim 
mohalla of SigOuri. In the clash two 
members of the lorrik Sena were kiUed and 
their weapons seized by the demonstrators. 
Though the police came to the aid of Lorrik 
Sena yet the meeting was held. 

On March 17 the police made a deter¬ 
mined bid to foil a meeting at the Paliganj 
five roads crossing. This time the police 
contingent was accompanied by the DM and 
SP of Patna along with the Congress(I) MP 
Prakash Chandra Yadav, a prominent 
organiser of the Lorrik Sena and son of the 
well known Congre$s(l) legislator Ram 
Lakshman Singh Vadav. (Recently the Con- 
gress(l) MP was arrested by the Calcutta 
Police during a raid in a red light area of 
the city.) Section 144 was declared over the 
meeting place and the Bihar Military Police 
(BMP) and CRP cordoned off the area. Yet 
IfiOO-ijOOO people gatheredTor the meeting 
and for two hours battled with the police, 


finally succeeding in pushing away the police 
barricade However the meeting could not 
be held. 

The IPF had also been prevented from 
holding a meeting at Ibipai in March. 

In other words, even ^fore Jahanabad 
was formally declared a police district, every 
effort was made by the police and district 
authorities to crush the democratic move¬ 
ment of the landless. At the same time the 
district authorities sided with the landlord 
senas. Finally on April I Jahanabad was 
declared a police district shifting state repres¬ 
sion to a higher pitch. 

The MKSS held a meeting in the Bhumihar 
dominated village of Kansam(P S Karpi) on 
April 12 where the Brahmarshi Sena fired 
on the meeting. After the people scattered 
in confusion four bidi workers were killed 
by the Brahmarshi Sena at Imamganj on the 
suspicion that they were MKSS supporters. 
All those killed were from Aminabandh. 

The next day six people including two 
children were slaughtered while sleeping by 
Lorrik Sena in Jinpura village. 

Both these killings were in retaliation of 
MKSS’s action of April 11. On that day 
5,000 people under the leadership of MKSS 
raided the house of a notorious dacoit 
Ramanand Yadav. They took away all his 
belongings. It is reported that Ramanand 
Yadav was involved in some 54 murders and 
many rapes and dacoities. In a public 
meeting on February 20 at Kinjar the MKSS 
had called for his surrender in the presence 
of the erstwhile SDO of Jahanabad Vyas 
and the SP of Gaya. 

As preparatory to declaring Jahanabad a 
police district, the district authorities had 
been encouraging the private armies of the 
landlords. The formal declaration only 
enhanced the scale of .feudal repression on 
the damocratic peasnt movement. Kasowan 
joined as the first superindendent of police 
of Jahanabad on April 16. The Arwql 
massacre followed three days later. It is 
evident that the massacre was a culmination 
of the repressive counter offensive on the 
peasant movement. The local people believe 
that the previous SDO, Vj«s, was transferred 
from his post as he did not support the 
landlords’ actions. 

THt Incident of April 19 

Arwal is a small town on the Patna- 
Aurangabad highway. Beside it is the village 
of Wasilpur where along with a few Muslim 
households live a large number of Harijans. 
The Razak family is one of the most pro¬ 
sperous in the village. Even the family of 
Bharat Sahu who was killed In the police 
firing was not badly off. 

Alongside the village is a canal beside 
which is the 26 decimals ot low-lying marshy 
land, dispute over vvhich led to the police 
firing of April 19. Adjacent to this disputed 
plot is 19 acres of land belonging to the 
Razak family. On the disputed plot which 
was government vested Itmd the APDR team 
noticed the flag of MKSS and a signboard. 
The Razak family claims that the disputed 
plot had been given to them ‘by the British’ 


in 1932, but when pressed could not produce 
arty documents to confirm their claim. 

Over the last 10 years some landless 
families had been dumping earth on the low- 
lying marshy plots to make it habitable as 
a house site. About si.x months ago Baiju 
Razak got the panchayat to allot this plot 
of land to his brother. The settlers on the 
plot had then appealed to the SDO Vyas on 
December 31. 1985 and he had decided the 
case in favour of the landless families Baiju 
Razak ignored the SDO’s ruling and con¬ 
structed a I 'A ft high wall along three sides 
of the plot in February. 

At 1 o’ clock in the afternoon of April 19 
about 600-7(X) people gathered under the 
leadership of MKSS and started demolishing 
the wall around the plot. The plot of land 
is about one furlong away from the thana. 
At that time only one policeman was present 
from the thana at the site. While the people 
got busy setting up a dais to hold a meeting 
there, the police arrived in strength with 
Baiju Razak in low and tried to stop the 
meeting. However,people kept streaming in 
from neighbouring villages and as the crowd 
swelled the police icsortcd to a lound of 
teargassing. As the ciowd scattered, heavy 
brickbaiting took place from the roof of 
Kazak’s house. I ocal people allege that 
Baiju had made prior pieparation to create 
trouble and had brought 15-16 peoplc-from 
outside specifically for the purpose. Brick¬ 
batting was foilowed by a police lathi charge. 
Just at that time anothei procesion arrived 
on the spot. Police again resorted to teargas. 
By. this time about 30 police personnel 
including the OC of Arwal PS, the DSP, a 
jamadar and a havildar were prc.sent at the 
spot along with the anchal pradhan. As the 
crowd once again began to gather, some of 
the police officers told the crowd, ‘You have 
won. You have got your rights to the land! 

Immediately the people started shouting 
slogans hailing the MKSS victory. The police 
party also withdrew to the thana after pick¬ 
ing up eight people including four children 
from the road. I'he MKSS responded by cal¬ 
ling to the police over the microphone to 
release the arrested people. At about 2.30 pm 
the police came again. The demonstrators 
were asked to disperse peacefully aftci com¬ 
pleting their programme. According to the 
OC of Arwal PS, around this time an SOS 
was sent to the SP of Jahanabad lot more 
reinforcements. 

Meanwhile the demonstrators came to the 
Gandhi library compound situated near the 
Arwal PS to hold their victory celebration. 
The meeting began with three mass songs 
[being sung by a women’s troupe. Then 
Bharat Sahu’s name was ptoposed as the 
Chairman of the meeting. As soon as the 
first speaker Jugal Das had started to speak, 
the SP of Jahanabad, Kasowan, arrived on 
the scene with a contingent of armed police 
and the SDO. Thereafter things happened 
fast. As the SP was entering the compound 
he slapped one of the women bystanders 
who turned around and retaliated, lust at 
this time men of the Brahmarshi Sena 
opened fire on the meeting from the roof of 
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K D Singh’s (Congress(I) MLA) house 
located in front of the library. Eleing slapped 
by the woman demonstrator, the SP uttered 
•goli mar’ (shoot). It was taken as the order 
to shoot and the police started filing from 
their rifles and sten guns into the crowd 
Kosowan lined up his men along the 
Patna-Aurangabad road while another party 
of policemen entered the compound from 
the Arwal thana side. What followed was 
described to the APDK team by one who 
along with others had taken shelter in the 
adjacent cowshed of Sakaldeo Singh. He 
recounted that the police firing continued 
for about 20-2S minutes It was impossible 
to make out the number of rounds flred but 
It was definitely more than the 57 rounds 
claimed by the SP. The sheer number of 
casualties (dead and wounded) exposes the 
SP’s estimate. After the firing the SP went 
around in his jeep and gathered the dead 
bodies scattered over the area. While the SP 
was busy collecting corpses some policemen 
went to Sakaldeo Singh's cowshed and told 
those who had taken shelter there to run for 
their lives while Kasowan was busy. In this 
way a number of people were saved 
The eight persons who had earlier been 
taken into custody by the police were kept 
in the lock-up and tortured. They are still 
recovering under medical supervision. The 
next day the District Magistrate came and 
asked them whether they could identify the 
dead bodies. But after this what happened 
is known only to the police for all the bodies 
were cremated en masse without being 
identified. 

Among those detained by the police the 
release of Bimal Kumar Viswakarma of 
Imamaganj was secured by his brother four 
days later after paying a bribe of Rs 600. 
From Bimal the team learnt that after the 
firing of April 19 about 60 cycles were 
deposited in Arwal PS along with a number 
of banneis and festoons. 

Findings of apdr Team 

(1) A close Sccrutiny of the events which 
led to the firing and massacre at Arwal sug¬ 
gests a premeditated conspiracy. Just after 
the erstwhile SDO of Jahanabad, Vyas, was 
transferred, the Chief Minister of Bihar. 
Bindheshwari Oubey, had proclaimed at a 
public meeting in Paligattj that all Naxalites 
would be eliminated. Similarly the.DCP, 
S B Sahay said in an interview to the press 
that “The [police ] force was fully deter¬ 
mined to go to any length to disperse the 
meeting of extremists!’ Affirming the 
resoluteness of the police to liquidate extre¬ 
mists, he asserted that “tho.se extremists who 
dared to encounter in course of hunt-outs 
by police will do so at their own risk. If they 
fire we cannot keep our guns silent. Their 
each shot will be replied with ten shots by 
us firmly and with full aim” {Indian Nation, 
April 25, 1986). 

It has become a regrettable practice on the 
part of the state to identify peasant activists 
engaged in democratic movements as ‘extre¬ 
mists’. But the statements by the Chief 
Minister and the DCP indicate the presence 
of a deep-rooted conspiracy to exterminate 
peasant resistance to feudal oppression. 


Ultimately the date and place of the mas¬ 
sacre was contingent, but that the state 
government was gearing up for just such a 
show of strength is a certainty. 

(2) The Arwal massacre was not a result 
of any caste or communal clash but exempli¬ 
fies state repression on the democratic 
movements of the peasants. That all castes 
and communities of the rural poor had 
united under the MKSS banner to fight for 
their rights is evident from the composition 
of the casualty list. It clearly exposes the 
stale government’s support'for the landlords 
as against the poor and landless peasants. 
The way some women ignoring religious 
differences sheltered MKSS activist Jamilur 
Rahman even at the risk of their lives was 
an inspiring example of communal amity. 

(3) In an effort to incite communal 
passioni the police cremated Ashraf Mian, 
a 55 year old Muslim rickshaw-driver who 
lived close to the thana, on the excuse that 
his body could not be identified, thus inter- 
ferring with the religious beliefs of the 
people. 

(4) The police have advanced a strange 
argument that as those killed in the firing 
could not be identified, their families could 
not be informed and so all were cremated 
indiscriminately. This contravention of 
official procedure is surprising. Why were 
the photographs of the dead not publicly 
circulated or published through newspapers 
to enable identification? Why could not the 
bodies be kept for identification? By 
cremating all the bodies together, without 
identifying them, the police have violated the 
law. Evidently the police were in a hurry to 
dispose of incriminating evidence. 

(5) The police have said that those who 
attended the meeting that day were all armed 
extremists. They attacked the police station 
with their guns. The OC of Arwal showed 
us some ostensible bullet marks on the thana 
walls. These could well have been done by 
the police themselves. 

(6) The OC of Arwal informed the team 
that 22 policemen had been injured in the 
extremists’ firing. But he could not give the 
list of injured as he said that the Investiga¬ 
tion Officer who had been deputed to 
enquire into the firing incident had the list. 
The police administration could not even say 
where the injured policemen were under¬ 
going treatment or in which hospital they 
had been admitted. 

(7) The OC of Arwal PS told the team 
that on April 19 he had sent an SOS wireless 
message to the SP Jahanabad for reinforce¬ 
ments around 2 30 pm. The SP arrived with 
reinforcements at 4 pm. During these 90 
minutes the ’violent mob’ did not however 
injure any policeman of the thana. Accord¬ 
ing to the OC, this was because ail the 
injured policemen were from the police lines 
and not from Arwal PS. The conclusion is 
inescapable that the police allegation that 
demonstrators had become ‘violent’ against 
the police is nothing but a concocHed story. 

(8) If the extremists did however come for 
the purpose of attacking the thana, then why 
did not the police enter the incident in the 
general diary? The Arwal OC reported that 
this was because of lack of time. In other 


words, it seems as if the police have not yet 
been able to arrange thar alibis in black and 
white. 

(9) The police informed us that 11 had 
di^ on the spot, 8 died on the way to Ihitna, 
while another died one hour after being 
admitted to hospital. A total of 20 were thus 
killed, according to information given hy the 
police. In spite of neyvspaper reports, the 
police seem^ quite unaware of the fact that 
another person had died in hospital. 

The Bihar government should have by this 
time publish^ the full list of names of those 
killed. Behind the delay is the indifference, 
apathy and dereliction of duty of the police 
It is possible that one of the main reasons 
for the delay was that as long a the dead 
bodies were not identified and the names of 
those killed declared, it would be quite easy 
for the administration tcrallege that extre¬ 
mists had come to attack the PS. Publica¬ 
tion of the names might prove to be an 
inconvenient exposure of the fact that the 
dead were all poor and landless peasants. If 
the facts of the democratic agrarian move¬ 
ments become known then it will no longer 
be possible to call it ‘caste conflict’. 

The APDR team has published the list of 
names ofthose who were killed in the firing 
The list is incomplete. A large number of 
bystanders along the highway may have been 
killed in the firing, but this has not been 
reported since they did not belong to the 
peasant organisations and therefore even if 
some had died this could not be accounted 
for. Besides, several people now undergoing 
treatment in hospital are in critical condition 
and it is possible that some of them will 
succumb to their injuries. It will take some 
time before the actual number killed can be 
properly assessed. 

In any case, it is pointless to wrangle about 
casualty figures. The more important point 
IS to stress the deeper implications of the 
firing incident. It is evident that the police 
did not fire cither in self-defence or to 
disperse a violent mob^ They fired deli¬ 
berately to kill peaceful demonstrators 

(10) The theory that the PS was attacked 
also holds no water, since a large number 
of women and children have fallen casualty. 
It is absurd that women and children would 
be utilised by the extremists in their attack 
on the police station. Those who have been 
killed are all either poor peasants or 
agricultural labourers. It seems as if the 
Bihar government by this ruthless action 
intends to silence the dissent of the poor. 

(11) It is strange that even after such a 
massacre by the police the state government 
has remained completely silent about com¬ 
pensation to the bereaved families. At first 
the government had tned to evade its respon¬ 
sibility by saying that they had died in an 
‘encounter’. But when the facts were revealed 
m a number of newspapers, the government 
began to change its tune. It has been 
announced that Rs 10,000 as compensation 
would be paid to the families of six Harijans 
killed in the April 19 firing. In efffect the 
state government has deliberately tried to 
give the incident communal orientation, as 
if it was a caste conflict. 


952 



ECONOMIC AND HOI ITICAL WEEKLY 


Md> M 1986 


ENVIRONME'NT 

Inchampalli-Bhopalapatnam Revisited 

Anuradha Ghandhy 
Ajit Kumar 


NATIONAL HIGHWAY 7 lead^ out of 
Nagpur towards Chandrapur, a journey 
which a bus covers in about three and a half 
hours The road is rather straight and tht 
land on cither side is undulating, with large 
patches of fallow land Considering the fact 
that one is in the countryside, for vast stret 
ches one sees no signs of settled habitations 
and particularly noteworthy is the absence 
of grazing cattle t handiapur is a cits, wheie 
once upon a time tnc Goiid Rajas used to 
icign and is now bustling with contractors 
ol various types 

From Chandrapur to Ballarshah, an 
hour’s louinev there is a sea change in the 
scenery with considerable construction 
activitv along the highway One can see drab 
grey concietc sttuctures all over the place 
1 he road is crowded with trucks going up 
ind down and the belt is the hub of in 
diistiial activity in the area Larsen and 
loubro have set up their cement factory at 
Awaipiir Manikgaih Cement (A Birla con 
cern) has conic up at Gadhehandur and 
ihcic IS already m old \C C cement factory 
in the area I he pride ot the place is still the 
Ballarpur Paper Mills (a Thapar concern) 
which after depleting the forest in its vicinity 
has crossed Allapalli for bamboo and is also 
inipotling from Madhya Pradesh 

After hearing so much about the forests 
ot Chandrapui and (ladchiroli one wonders 
where thev aii for even after leaving 
Ballaishah thcic are no forests to be seen till 
Ashti an hour s journey away From Ashti, 
the bus climbs and one is in the highlands 
and in the midst of the long sought forest 
Magnificent teak trees can be seen but it 
would be wrong to call them forest in the 
real sense of the term since large parts are 
actually replanted forests wifh a commercial 
purpose In the course of the journey from 
Ballarshah to Nagepalli, which lakes about 
three hours, we counted sixteen trucks, 
heavily loaded with timbei going out of the 
forest and this was a Sunday In fact, trucks 
are the only traffic one sees on these roads, 
apart from the ubiquitous official jeeps 

The Wainganga iiver marks the end of 
Chandrapur district and the beginning of 
Gadchiroli district created onlv in 1982 
Within a short while after crossing the river 
the bus IS stopped and some ot us (it is easy 
to distinguish the locals from the outsiders) 
are questioned by an Inspector (armed) with 
a posse of havitdars The Naxalite ‘menace 
in the district has brought out the police on 
a war footing The seminar being organised 
by the Committee for the Protection of 
Ctemocratic Rights (CPDR)an organisation 
known for its e^tposute of police repression 
against ‘he forest dwellers m the district and 


us legal aid to those arrested and harassed 
including local organisers, was reason 
enough to bring the armed force out on the 
road 

The seminar—one has misgivings in using 
such a pure ’academic’ term—was held on 
March 23 and 24 under the auspices of the 
Committee for the Piotection ot Democratic 
Rights—Chandrapur, Gadchiroli The 
seminar was orgaiiisecl'in the context of the 
proposed pfan to build the Inchampalli and 
Bhopalapauiam dams on-the nvers Godavan 
and Indravati respectively This project has 
created a controversy and there have been 
attempts to mobilise local and outside 
opinion against the project, including the 
well publicised morcha organised by Baba 
Amte and others at Gadchiroli on April 9, 
1984 (for details about the project see 
tPW, June 1 198^) The gathciing was 
less of a seminar and more ot a con 
vention when local people and outsiders 
gathered in Nagepalli village By the very 
fact ot Its locale, the intention of the seminar 
was not to generate sophisticated discus 
sions, otherwise a rigidly structured one 
could have been held in an urban centre, 
where the number ol participants from out 
side and the number of experts would 
probably have been more and the press 
would have given a wider coverage The 
point was, instead more to have (a) a mutual 
exchange and shai mg session with the local 
people and their perceptions regarding the 
dam, (b) to serve as a rallying point for all 
those opposed to the dam, and (c) to make 
the seminar the take off point for the 
rallying 

The seminar began in the forenoon of 
March 23 with a formal inauguration The 
gathering was small but unusual Parti 
cipants ranged from village level activists ot 
the area to environmentalists from the major 
cities Civil liberties activists, political 
workers, journalists lecturers and lawyeis 
were among those who travelled to Nagepalli 
to attend the seminar 

The seminar itsell was loosely structured 
While three major themes had been demar 
cated—Majoi Dams and Development, 
Dams and the Environment, Dams and the 
People, in fact when the discussion began 
the themes flowed into each other and the 
discussion naturally flowed from one topic 
to another, with minor diversions attacking 
the police mobilisation, obviously meant for 
the police who were stationed all around the 
compound wall This form gave the parti 
cipants the chance to set the trend and also 
helped the local partiapants, unused to such 
a gathering and programme, to also take an 
active part A number of papers were circu 


lated and discussed The paper from the 
C PDR—Chandrapur, Gadchiroli, elaborated 
on the entire issue of dams and their impact 
on the people and the environment, speci 
Hcally in the context ol the Inchampalli and 
Bhopaiapatnam dams Besides this, Achyut 
Yagnik presented a paper on the Narmada 
Valley Project and Development, the Adivasi 
kisan Shetmajur Sangathana (AkSS), the 
local militant organisation of villagers, 
presented a paper on the impact of the dam 
on the local people who will be displaced 
and also elaborated their idea of develop* 
ment Medha Paikar (Ahmedabad) sent a 
paper on the ouvtees from Maharashtra 
from the Sardar Sarovar dam, Sharad 
Kulkarni (Pune) sent a paper on Tfibals and 
Dams, Ms Bhugaoiikar (Amravati) sent a 
paper on Dams and Alternatives, and 
Shantaram Potdukhe (( ongress(I) MP) and 
batyavana (Independent MLA) also sent 
papers explaining the negative impact of the 
Inchampalli and Bhopaiapatnam dams 
Apart from these papers a note was circu 
lated on the Maharashtra Resettlement of 
Displaced Persons Act and fact sheets giving 
basic information on the two dams were also 
circulated to the partiiipants 

The nature of the participants also deter 
mined the language used at the seminar The 
mixed group compelled the discussions to 
become a dialogue in several languages at 
the same time To communicate with the 
villagers a mixtuic of Gondi and Iblugu had 
to be used apait from the discussion which 
was carried out in Hindi Marathi and 
English This only leflects the complex situa 
tion that IS created when mobilising such a 
diverse set of people The problem becomes 
more complex in this particular case; because 
the villagers m South (jadchirnli do not even 
speak a dialect of Marathi, instead they 
speak Telugu The tribals speak Gondi or 
Madia and Telugu 

C osi Ol Big Dams 

The first paper titled 'Dams -Are We 
Damned'^ ’ with its focus on the ‘ economic 
and ecologic analysis of watei use* was 
presented by Vijay Pataiijpe In this paper, 
Paranjpe presented a cost benefit analysis of 
big dams wherein he proved that (a) the 
official cost benefit calculations are in 
adequate and faulty, (b) cost wise big dams 
are far more expensive than estimated, (c) the 
ecological damage caused by big dams is 
permanent In the the 20th century the si/e 
ot dams being constructed in India and 
other parts of the world has grown larger 
and larger, giving up the principle of least 
interference in the hydrological cycles of 
major rivers Moretwer, no serious attempts 
have been made by the government in India 
in recent times to do a realistic and objec 
tive techno-economic analysis of these dams 
By 198S the government had incurred an ex¬ 
penditure of Ks 19,331 crore for thousands 
of irrigation projects T he impact of these 
projects has not been commensurate with 
this expenditure Constiuctioii costs of big 
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dams have escalated and delays have added 
to this problem. As a result the cost of pro¬ 
viding water for irrigation per hectare for 
major and medium dams works out to 
Rs 7,224 and Rs 1,7S7 respectively. In spite 
of the cost-efficiency of small dams the 
government's allocation of finance has been 
biased in favour of big dams. 

Experience has shown that in the last 33 
years the under-utilisation of irrigation 
potential created by big dams is higher when 
compared to that of small dams and ground 
water. Similarly, though hydel energy is a 
renewable resource free from all known 
forms of pollution, the cost of generating 
hydel power has gone up from seven paise 
per unit in the 1960$ to more than 30 paise 
per unit today. In the case of single-purpose 
dams where only electricity is generated the 
cost would be even higher. 

The environmental costs which are not 
taken into account include the problem of 
water-logging, salination, floods, depletion 
of forest resources and soil erosion. The 
impounding of large bodies of water has had 
effects on the geological structure of the 
earth as in the case of Koyna dam and the 
Kariba Dam (Zimbabwe). Siltation is 
another major problem and a survey of II 
reservoirs in North India showed that the 
actual incidence of sedimentation is two to 
five times the rates assumed in feasibility 
reports. Within 30 years the Yaukuo reser¬ 
voir in Japan experienced a loss of 83 per 
cent of its shortage capacity. While the 
Nizamsagar in Hyderabad has lost 70 per 
cent of its storage capacity already. 

Submergence, construction of approach 
roads and the rehabilitation of displaced per¬ 
sons have all led to large-scale deforestation 
and shrinkirtg of wild life habitat. OfEciai 
estimates have always underestimated the 
cost of compensation to be given to the 
displaced and in most cases compensation 
has been too low. Hence, Paranjpe argued, 
the case against big dams and for the small 
dam, since in the case of the latter, the 
magnitude of problems are on a much 
smaller scale. After Paranjpe's paper, in the 
first session of the seminar, the debate on 
the nature and concept of the current state- 
sponsored development began, speciflcally 
in the context of the proposed Inchampalli 
and Bhopalapatnam dam projects. 

A strong and articulate section among the 
middle-class in the Vidarbha region of 
Maharashtra (of which Oadchiroli is a part) 
are actively in favour of the dam project. 
This trend was clearly and forcefully 
presented at the seminar. The main argu¬ 
ments in favour of such projects revolved 
around the opportunity presented by the 
project for the development of the local 
people and the region. 

Firstly, it was argued by Cirish Khobragade 
(RPI-K) that this project is a golden oppor¬ 
tunity for the local people; who have hitherto 
been neglected and live in extremely back¬ 
ward conditions, who are shackled by 
primitive technology and culture, to break 


out of this bondage and join the mainstream 
of development The popularly used argu¬ 
ment to oppose the dam that tribal culture 
is likely to be destroyed came under severe 
attack, since it amounts to wanting the 
tribals to stay in their 'loin-cloth' per¬ 
manently. It was argued that all cultures have 
to change with the times, and that the tnbais 
from Cadchiroli need not loose their ethnic 
identity through migration. The tribals and 
other villagers in the region will gam con¬ 
siderably from the project—water for their 
fields, better agricultural practices, jobs, 
education—in short, they will progress. For 
the forest dwellers even evacuation from 
their traditional habitat is worth the develop¬ 
ment that awaits them. The fact that opposi¬ 
tion to the project has so far been articulated 
by already established sections in this region 
shows their intention to keep the tribals as 
primitive exotica, was an argument that was 
repeated often This argument is also given 
by several educated influential tribals from 
Nagpur and other cities. 

Secondly, it was argued quite forcefully, 
by Datta Pandhie, a local journalist and 
Congress(S) worker, that the project will lead 
to the development of the region. In the con¬ 
text of the long-standing grievance of the 
people of Vidarbha that the region has been 
neglected, this argument cannot be taken 
lightly. Given the fact that recently there has 
been a major debate about the setting up of 
development boards and the demand to 
tulfll the backlog on investment, any move 
to oppose the project is seen as an attempt 
to perpetuate the backwardness of the 
region. The project would lead to the 
development of the backward districts of 
Cadchiroli and Bastar, besides providing 
much-needed irrigation facilities in Andhra 
Pradesh. The development is seen primarily 
in terms of irrigation facilities, jobs for local 
people, and electricity. It was argued that 
with pressure of population, traditional 
methods of irrigation no longer suffice. 
Ibchnical arguments about how the reservoir 
will help to raise the ground water level to 
rise were also given in support of the project. 
Thus, the argument in favour of the project 
sprang from mainly these two reasons and 
was inextricably connected with the con¬ 
ventional understanding about what is 
development. 

Fate of the Displaced 

In contrast other speakers pointed out 
how these arguments are based on assum¬ 
ptions not supported by reality. The fate of 
those displaced is miserable. Promises of 
rehabilitation, however inadequate, are also 
not kept by the governments. For example, 
people displaced by the Koyna dam since 
1961 have still not been rehabilitated. Shared 
Kttlkarni pointed out in his paper that the 
mechanic^ rehabilit^on measures have led 
to many social and cultural problems for 
tribals displaced in 9^estern MaharUshtm. 
Similar examples of the impoverished con¬ 
ditions of the people displaced, espedally 


the poorer among them, were also quoted, 
from the Srisailam project in Andhra 
Pradesh, the Narmada Valley project, etc. 
The CPDR paper pointed out that rehabili- 
ution is viewed primarily as the payment of 
compensation for lands and property lost. 
The rights of the people, their ne^s or their 
development are never considered when 
planning such projects. 

Ikking this argument further several 
speakers raised questions on whether these 
dams lead to the kind of development envi¬ 
saged in the proposals put forwanl in official 
statements. It was emphasised that even if 
the damages caused to the environment and 
to the dislocated people are kept aside, the 
actual benefits from the projects tend to be 
far short of official claims. Further, it was 
argued that the benefits go to the larger 
cities, while the people living in the vicinity 
of the project tend to get nothing. The elec¬ 
tricity generated from these big projects goes 
into the national grid, while the water 
irrigates fleids far away from the dam site. 
The villagers near the Pawana dam for 
instance are facing acute shortage of 
drinking water. 

In the course of the discussion it was also 
pointed out that the decisions regarding the 
location of suph dams are often political 
decisions, a result of the lobbying from 
groups in a particular area. (The Inchampalli 
and Bhopalapatnam dam project is a deci¬ 
sion emerging from the water dispute and 
the bargaining between Andhra Pradesh, 
Madhya Pradesh, Orissa and Maharashtra.) 
This then has to be justified by the 
technical/administrative persoifnel, and as 
a result the weaknesses of neglect of the 
environmental consequences, faulty plan¬ 
ning, problems of rehabilitations, etc 

Since the conventional view that such 
projects mean development of the people is 
strongly inculcated in various strata of the 
population, opposition to such projects 
becomes difficult. Yet the people’s per¬ 
ceptions of the process of development is 
changing with their experience, pointed out 
C V Subba Rao. In every state and region 
there have been agitations for the sanction¬ 
ing of such projects. Politicians vie with each 
other to get the project sanctioned in their 
district/state State nationalism was mobi¬ 
lised in varying degrees to get the Duliajan 
Oil Refinery and the Visakhapatnam Steel 
Plant sanctioned, accompanied with the 
inevitable gheraos, agitations and police 
firing with the resultant loss of life. Now in 
Duliajan the flght is between the locals and 
outsiders (flcilled persons from other stetes 
were employed to run the refinery) for Jobs 
in the refiiiiny. In Vizag it is betwem the steel 
plant authorities and theeviaed people with 
a repitftion of police firing again lestdtiag 
in loss of life These big projects, by their 
very nature make edsting cleavages sharper 
and whatever developmental benefits are 
generated tihey ere siphened off by those 
sectioas who are in a p^on to do'so. These 
issues wbidt ate eru^ get blurred and the 
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right is on extraneous issues which have httie 
bearing on the problem at hand. 

Anti-people development 
Programme 

The argument that the existing state- 
sponsored development programme is anti¬ 
people, was most clearly put forward in the 
Adivasi Kisan Shetmajur Sangathana 
(AKSS) paper titled “The Path to Red 
Development—^Agrarian Revolution*'. In this 
paper it was argued that in a class-based 
society, founded on inequalities that emerge 
due to the exploitative relations it is futile 
to expect that the development policies of 
the state (whichever government may be in 
power) will benefit the vast masses of the 
people. The past 38 years have seen a 
development policy with slogans from 
“Garibi Hatao” to "Modernisation”, but 
essentially the (>eoplc have not progressed. 
For the tribals and other villagers in this 
district, development has meant alienation 
from their environment and increasing 
restriction on their rights. The ‘nationalised’ 
forests have been handed over to the con¬ 
tractors and the Thapars for commercial 
exploitation. The dam project will mean the 
displacement of thousands from the district, 
but the benefits of electricity and irrigation 
will (low to a handful of big farmers and 
industrialists. Without a redistribution of 
land among the poor peasants and labourers 
and without taking industry out of the con¬ 
trol of the big industrialists and imperialists, 
the benefits of such projects cannot reach 
the people. Hence agrarian revolution, is a 
pre-requisite for the development of the 
people, for the elimination of poverty and 
for the growth of production in India. AKSS 
called upon the forest dwellers to oppose the 
two dams which will ruin their already 
precarious lives even further. 

Paranjpe has persuasively argued the case 
against bit dams and in favour of small 
dams. The cost efficiency of small dams, 
their advantage in terms of health hazards, 
water management, impact on the soil are 
undeniable. Paranjpe also argues that, “the 
farmer will not be obliged To the bureau¬ 
cratic and often corrupt system of canal 
water distribution as observed in the case of 
large and medium dams” and also, "power 
from micro-hydel plants would be utilised 
for local requirements in terms of light fuel, 
mechanical irrigation, small-scale and 
cottage industry, etc!' Implicit in this second 
aigument is the assumption that the benefits 
of the smaller projects will naturally flow 
to the poor. Also it is argued that smaller 
projects are more amenable to local control. 
But given the eco-polifical structure of India 
from the village upwards, the villages ate not 
homogeneous communities, which, if given 
control over these resources which are 
generated will distribute them equitably. The 
inequalities in the social structure mean that 
focal control will imply the control of local 
landlords, kulaks or industrialists. The 
existing sute cannot or is not going to hand 
over control over the utilisation of these 


resources to the poor peasants or the 
workers, and in any case, without transfor¬ 
mation in the land rations, irrigation 
facilities have little meaning for the im¬ 
poverished peasantry. 

Large ys Small 

The debate between the large and the 
small is essentially portrayed as a debate 
between centralised large-scale technologies 
and decentralised village-levd industries with 
appropriate technology. It has also been seen 
as a struggle of the powerful few to rapidly 
exploit the natural resources and the people's 
efforts to protect the resources and their 
survival. 

This concern for the “small” traces its 
theoretical paradigm to Schumacher’s 
“Small is Beautiful” thesis and to Gandhi’s 
concern for the development of autonomous 
small communities without taking recourse 
fo the large-scale technology and large-scale 
exploitation of natural resources. This is a 
model of society in which appropriate 
technology is used wherein ecological 
damage is minimised and decision-making 
is decentralised. 

While 1t is true that the concern for the 
“small” in technology has arisen from the 
horrifying situation that the monopoly in¬ 
dustries around the world have created with 
their monopoly over scientific research and 
technology, as also the impact of the 
sophisticated technology which they have 
forced into the more backward third world 
countries under the guise of ‘modernisation’, 
what must be remembered is that the world 
is already tied up into a network dominated 
by imperialism and it is impossibie to reveise 
the course of history and take society back 
into the past. The struggle against im¬ 
perialism cannot be primarily a struggle 
against their technology, but has to be a 
struggle against the political and economic 
system of imperialism itself. 

Also, as Ben Crow of the Radical Science 
Journal while commenting on the Centre for 
Science and Environment’s report on the 
State of India’s Environment, has remarked, 
“advocacy of the small stems in part from 
... a general concern that small-scale pro¬ 
ducer. who face dissolution (or at least 
partially, from their means of production) 
throughout much of the third worid should 
have their interest represented. But concern 
for the fate of the small-scale producer needs 
to he distinguished from an uncritical 
support of small-scale, ‘traditional’ techno¬ 
logies (and relations of production) as a way 
forward. It is by no means certain that 
maintenance of ’traditional’ relations with 
nature and with wider society will best serve 
their interest!’ 

This one-sided emphasis on low techno¬ 
logy if adopted uncritically could lead to a 
technologically static situation in a country 
leadirtg to underdevdopmoit. Revolutionary 
China, under Mao, adopted the policy of 
“walking on two legs”, the one being small, 
labour-intensive technology for consumer 
items tor otample, and the other high 


technology for basic industry. The basic 
concern behind this policy was the techno¬ 
logical and economic development of China 
in the process of satisfying the basic needs 
of the masses utilising their large labour 
power and their existing technolo^cal 
knowledge and expertise. 

The question of the type of development 
is connected to the wider political question 
of who controls society—which included not 
only the rutural resources but also the means 
of production—and hence the question of 
policies and who benefits from them. The 
question of the utilisation of natural re¬ 
sources is determined by these policies. The 
debate on the ecologies degradation does 
not perceive the environmenul question as 
one strand in the wider political question of 
the structure of power and control in our 
society, or if it does, it makes it the central 
question. Hence ecology tends to become an 
issue in itself. But surely the question is not 
merely of control over natural resources, but 
also control of the state structure, the 
bureaucracy, the armed forces, and the 
economy—which include nature^ technology, 
and labour. It is only when the masses gain 
control over this entire mechanism of society 
that they can utilise their power to choose 
the technology and the development projects 
that will lead to a more equitable and 
democratic development. This is a wider 
political question and a broader political 
movement has to subsume the other issue 
whether they be those of technology or of 
wages. 

The seminar concluded with a public 
meeting for which people from places as far 
away as Bhamragadh came walking through 
the forests for fear of the police. Police 
intimidation—denial of permission to hold 
the meeting till the last day, threats to 
villagers, forcing people who were coming 
to go back—did not prevent the meeting 
from being held on the grounds behind 
Panchayat office, the venue of the seminar. 
A smali meeting was also held of all the 
participants to work out a consensus on the 
issue of the Inchampalli and Bhopalapatnam 
projects and future course of action. At this 
meeting it was agreed by ail participants that 
on the basis of existing information it can 
be stated that these two dams are likely to 
have serious ecological consequences and 
also disrupt the lives of the local people who 
are likely to be displaced. Given the under¬ 
standing that the existing developmental 
policy of the government is anti-people, the 
benefits of the project are not going to reach 
the majority. 

lb confirm and verify these conclusions 
a technical team headed by Vijay Paranjpe 
has been set up to investigate the impact of 
the two dams in detail and present alter¬ 
natives to the government if necessary. At 
the same time, local organisations—Project 
Virodhi Sangharsb Samiti, Jungle Bachao, 
Maiuv Bachao. and Jan Jagriti Samiti have 
decided to begin a campaign to make the 
villagers aware of the impact of the project. 
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Rayalaseema: Waiting for a Rshyasrnga 

K Balagopal 


'ROADS indicate culture’ says a doubtful 
maxim inscribed by the Public Wo'-ks 
Department on a roadside stone slab in 
Anantapur district But though ‘culture’ is 
not precisely what is indicated, the epigram 
IS perhaps umntendedly apt, for the road in 
question goes on to Bellary in Karnataka, 
and It IS to the canal irrigated lands of 
Bellary that thousands ot indigent labourers 
from Anantapur have trudgeef along this 
very road in search of work and sustenance 
The cotton growing black soil of Bellary 
under the Hingabhadra project, colonised 
enterprising Kamma cultivators from coastal 
Andhra, is the nearest thing to Promised 
Land for poor and landless peasants of 
drought ravaged Rayalaseema No matter 
that the vciy exodus has brought down the 
wage rate for picking cotton Irom R$ 10 to 
and even ^ per day, they tiudge on never 
theless, lor this Promised Land has promised 
them not Paradise, but just one meal every 
day, which is three times what they can get 
in their villages 

Rayalaseema the 1 and ot the Rayas (ot 
Vijayanagar) has always been a land of 
pr^ators The word Raya—like Raja, Rana, 
etc —indicates feudatory status, but the 
Rayas of Vijayanagar were nobody’s feuda 
tones when they could help it At the height 
of their prowess they ruled over a substantial 
part of the Deccan, and of the Ihmil plains 
lb Nilakantha Sastry, the arch brahmanical 
historian of South India, theirs was the 
warrior Hindu State par excellence It was 
after their decline that their feudatories, the 
nayakas and the paliagars, tooks over, the 
latter of the two being the closest Indian 
approximation to Chinese war lords These 
armed gangs of predators, sometimes (but 
not necessarily) camouflaged as revenue 
collectors, ravaged Rayalaseema until they 
met more than their match in the British 
However, and in spite ot the iaw and order’ 
pretensions of the unctuous British hour 
geoisie, the land continues to be ruled by 
Illicit arms, country made bombs and soda 
water bottles (the poor man’s Molotov 
cocktail) Armed gangs ot landlords (deh 
cately called ‘village factions’) light it out 
over every issue and no holds are barred It 
IS thus that every thing- from Excise or Civil 
Supplies contrai ts to election results —are 
decided in Rayalaseema One Iklugu Desam 
legislator from Rayalaseema who tried to ex 
port this culture to Hyderabad-thinking in 
all innocence and quite rightly that what is 
good for Kumool, Cuddapah and Anantapur 
should be good enough for Hyderabad— 
took along with him this February a jeep 
load of explosives to help his party win the 
Hyderabad Municipal Corporation elec¬ 
tions: his enterprise created much sensation 


and considerable embarrassment to his 
leader N T Rama Rao, resulting (oddly 
enough) not in his expulsion from the party 
but the transfer of the Rohee Commissioner 
of Hyderabad whe misQikenly thought that 
he was only doing his duty In arresting the 
legislator along with hts jeep-load of ex 
plosives N T Rama Kao thought otherwise, 
he declared in public that if only the police 
had been more co operative he and his elec 
total ally the CPl(M) would have won the 
Corporation elections, and as punishment 
transferred the Police Commissioner 
This IS an aside, however 
1 he point IS that this culture of armed 
gang tights and drought go together The 
Keddys are the dominant landed community 
of Rayalaseema, as of Iblangana, and unlike 
the Kammas of coastal Andhra who are a 
relatively homogeneous community in their 
histoncal origin, the Reddys are an extremely 
heterogeneous lot A proper historical study 
of the formation and evolution of this com 
munity would in fact reflect comprehensively 
the entire agrarian history of Andhra from 
the feudal period onwards At one end the 
community received its dominant com 
ponent from the first feudal overlords who 
subjugated the community of original village 
settlers and went on to establish powerful 
dynasties, a component of lesser status was 
the class of village headmen, the gramam 
of classical Sanskrit, though not in the 
classical form but as they cut themselves free 
from the village commumty with the aid of 
the feudal hierarchy Until very recently the 
village headman was called a ‘Reddy’ in 
Rayalaseema even when he was a brahmin 
by caste At the other extremity (he caste 
expanded steadily by continuously absorb¬ 
ing upstart Kapu cultivators (equivalent of 
the Maratha Kunbis), among whom it was 
a signification of rise in social status to call 
themselves Reddys This absorption took 
place until such recent times that in Telan- 
gana, for instance, the peasants among the 
Reddys usually describe themselves as Kapus 
(the term being a caste n’^me as well as a 
generic term for cultivators) The point, 
anyway, is that the Reddy landed gentry of 
Rayalaseema contains among its varied 
elements a component that is as capable of 
agrarian enterprise as the Kammas of coastal 
Andhra, who are celebrated in this regard 
But if they have without exception chosen 
other and less delicate methods of appro¬ 
priating that share of the social surplus, and 
if they are able to find unemployed gangs 
of youth to act as their henchmen, that is 
primanly because of what may be loosely 
called an ungenerous nature I say ‘loosely’ 
because how much of this ungenerosity is 
‘natural* and how much is a consequence of 


predatory misrule is an arguable question 
The undeniable natural disadvantage u that 
much of Rayalaseema—espeaally Anantapur 
district—ts m a ram-shadow region of the 
Deccan plateau and gets well below the 
average rainfall in the country Anantapur 
district has a normal rainfall of 544 mm, 
which IS said to be the second lowest in the 
enure country But what unpact exploitative 
rule has had on this natural disadvantage is 
difficult to pinpoint There is evidence from 
British administrative and revenue records 
that drought has been a consistent pheno¬ 
menon in Rayalaseema from the middle of 
the 18th century About 30 drought years are 
identifiable from the reiKirts between 1756 
and 1947 The British, however, made the 
mistake ot maintaining detailed records; 
their predecessors, our Rajas and Nawabs, 
maintained none And therefore the history 
of pre British India easily gets mixed up with 
mvths. the more so if the myths are indeed 
to sustain the pride of a nationality, as is the 
case with Tdugu nationalism and the 
Kingdom ot Vijayanagar Though Vijaya¬ 
nagar straddled an area that is difficult to 
classify in terms of twentieth century sub- 
nationalism, the kings were Telugiis, and 
theiefore the magnificence of Vijayanagar 
has become an integral part of the modern 
Telugu identity It is regarded as a period of 
peace and plenty, of muniticent kings and 
contented people, and so on This unlikely 
golden age is supposed to have lasted well 
into the 19th century, until the consequences 
3l British rule destroyed it The good old 
davs are recalled by local scholars and 
leaders with nostalgia However, since these 
scholars are mostly brahmins who held 
votriyam villages until 1950. and the leaders 
without exception are Reddys with substan 
tial landholdings whose ancestors must have 
been village headmen if not actually palia 
gars. It IS difficult to know how much of the 
lost glory IS their own ancestral glory, and 
how much of their lament is disinterested 
The history ol drought in Rayalaseema is 
inextricably entangled with Iblugu nationa 
lism, feudatory nostalgia* and srotnvam 
scholarship 

Having said all this, it must be added that 
popular memory—as distinct from ruling 
class nostalgia—cannot be fully discounted 
The people do remember that even thirty or 
forty years ago, things were much better than 
now, and the official statistics, that 17 of the 
last 33 years have been years of drought for 
the district of Anantapur, tell the same story 
Perhaps it is a reasonable inference that 
however unreal past glory might be there has 
been a further deterioration in recent 
decades 

Which bnngs us to Anantapur, mid-1986 
The devastation of this district is pathetic 
Miles upon miles of dry red soil alternate 
with the equally dry black beds of the tanks 
and streams, including the nver that was 
poetically named Pinakini but is commonly 
known as Pennar. The nver was, within the 
memory of the grey-haued genoition, called 
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the river of corpses {Beenugula Penna); such 
was the ferocity of its floods; today it is a 
joke of a river, and not because its upper 
reaches have been dammed. The dam is 
there—the Upper Pennar project at Perur in 
Anantapur district—but nobody has seen a 
single drop of water or a patch of wetness 
in its reservoir for the last seven years. There 
is a mythical debate being carried on in the 
local Press that farmers of Karnataka in the 
upper reaches of the river have been con¬ 
structing (dieck dams across the streams that 
flow into the Pennar, thereby robbing 
Anantapur of its water; perhaps it should 
be put down to the habit of blaming one's 
neighbours for otherwise inexplicable 
misfortunes. 

The same is more or less true of the two 
other medium scale irrigation projects of the 
district—the Bhairavunitippa and Chen- 
narayaswamygudi projects. In addition, the 
1,245 irrigation tanks, the pride of Ananta¬ 
pur, have been dry for the last three years 
and the 56,000 odd irrigation wells fitted 
hopefully with electric or diesel pumpsets 
went dry by the middle of the kharif season 
of 1985. Bores were dug at the bottom of 
the wells, upto depths of 70 to 150 feet but 
only one bore out of ten was a success. These 
occasional successes account for the odd 
patch of green that takes the visitor by 
surprise. But even here it is neither paddy 
nor groundnut (the principal wet and dry 
crops respectively of the district) that are 
being grown but mulberry crop, an adjunct 
to sericulture. 

The consequence is that the farmers arc 
improverished, deep in debt. They have bor¬ 
rowed from every conceivable source of 
finance, from tjie commercial banks to the 
co-operative societies to private money¬ 
lenders. The last are lending money at in¬ 
terest rates ranging from 2 to 4 per cent per 
month. They have pledged their land, gold, 
houses, and anything else they might have. 
But their most pathetic loss is of cattle. Of 
the 9 lakh cattle in the district close to 
5 lakhs are either dead or sold at ridiculous¬ 
ly low prices to butchers->-in either case 
irrevocably lost to production. Even if it 
rains this June, as the papers are heroically 
predicting, the farmers have neither seed nor 
bullocks *to cultivate the land, nor any 
unpledged property to get fresh loans. 

The lot of the landless is worse, of course. 
Those who are young enough have migrated 
to Bellary, lUmkur, Vijayawada, Bangalore, 
and some say even Bombay; the destination 
is decided by the nearest road or' rail 
junction. If your village is close to Guntakal, 
you c.an get a train to Bombay, and so you 
migrate to Bomba;’. If it is in the western 
talukas, then it is Btllary and if the southern 
talukas then it is Bangalore. It makes no 
difference because wherever you go you earn 
just enough to feed yourself, and nothing 
•extra for those who have stayed back home. 
As for those who have stayed back, they are 
starving, skipping two meals where they 
eat one. 


The predators are active, needless to say. 
Congressmen all, having ruled and held 
ministerial berths for many years, the Reddy- 
Kamma divide has left them on the wrong 
side of the power question with the coming 
to power of the Iblugu Desam. With the 
shamelessness that is the special quality of 
‘Congress culture* they are crying themsdves 
hoarse over the injustice done to Rayala- 
seema. They have formed All-Party Action 
Committees, Vimochana samitis, Praja 
samitis and what not. They have enforced 
Rasta Rokos and bandhs. But the people 
trust them no more than they trust the 
government. The curse of the Congressfl) in 
Rayalaseema is that given a ‘golden oppor¬ 


tunity’, the chance of a century, so to say, 
it is unable to enthuse the people to gather 
behind it. But perhaps that is as the Con- 
gress(l) would have it, for any such en¬ 
thusiasm on the part of the people would 
probably scare the Congressmen out of their 
wits. 

Everybody is therefore waiting for the 
rains to come—each for his own reason. The 
farmer and the labourer, so that they may 
live; the government, so that it may be re¬ 
lieved from the tension of not doing any¬ 
thing; and the-Congressmen, so that they 
may be preserved from the burden of run¬ 
ning a crusade. But there is no Rshyasrnga 
around to bring rains. 


BANGLADESH 


Day of the Dacoits 

Badraddin Umar 


A GENERAL election was held throughout 
Bangladesh on May 7. This election, not 
unexpectedly, has turned out to be the most 
controvertial in the history of elections in 
this region. No sooner the voting came to 
a close in the afternoon of the 7th than 
everybody started shouting at the top of his 
or her voice that the election had been rigged 
by their opponents in the worst possible 
manner. In fact, there was rigging all round. 

The actual turn-out of voters was the 
minimum in this general election. It hap¬ 
pened for two reasons. First, a general lack 
of enthusiasm for elections arj|sing out of 
a lack of confidence in the effitacy of elec¬ 
tions as a method of bringing about any rca* 
and meaningful change in the existing 
economic and political situation. Secondly, 
widespread terrorism which was let loose by 
the government-backed Jatiya Party in most 
areas and by other parties and even indepen¬ 
dent candidates (mo.stly belonging to certain 
parties which boycotted the elections) 
wherever they were in a position to do so. 
It is because of this widespread terrorism 
that the Awami League and its eight-party 
alliance described the elections as un¬ 
mistakable dacoity or robbery. Considering 
the way in which voters were scared away by 
bomb explosions, forcible occupation of 
polling centres, destruction of election 
camps of electoral opponents, seizure of 
ballot papers and casting of false votes, the 
elections cannot possib'y be described in any 
other way. There is no doubt that in all this 
the Jatiya Party has emerged as the greatest 
dacoit and the most-hated villain. But others 
are no angels. That the Awami League did 
the same kind of dacoity wherever it could 
is also true In fact, a statement to this effect 
has been issued to the press by the Jatiya 
Samajtantric Oal which, interestingly, hap¬ 
pens to be one of the eight parties which 
formed an electoral alliance with the Awami 
League The Jamaat-i-Islami has also level¬ 


led the same charge against both the Jatiya 
Party and the Awami League. The Jatiya 
Party itself charged the Awami League with 
creating terror and rigging the election by 
false voting and demanded re-election in 
about thirty constituencies where the Awami 
League candidates have won. It sounds tike 
a thief shouting “thief, thieF’ on being 
caught. But rigging of elections by the 
Awami League in a number of constituen¬ 
cies, or dacoity committed by them, is also 
quite turc. In fact. May 7 was a day of 
dacoits in the political life of Bangladesh. 

The practice of open rigging in Bangla¬ 
desh began in the general election of 1973 
when the Awami League leader and prime 
minister Shiekh Mujibur Rahman decided 
not to allow any other party candidate to get 
elected. In a completely free election Awami 
League would have won about 250 seats. But 
in 50 other seats other party candidates and 
independents were in stronger positions and 
would have been elected in the absence of 
rigging. But Sheikh Mujib was adament and 
he took all administrative measures, let loose 
terrorism and manipulated election results 
in order to secure election victory only for 
Awami l^eague candidates. Consequently, no 
other political party candidate got elected, 
except one each from J S D and Jatiya 
League, though a considerable number of 
opposition candidates actually secured much 
larger number of votes. 

There were riggings during elections held 
under Ziaur Rahman's martial law. But at 
that time political movements were at a low 
ebb and the Awami League was still very 
discredited, disorganised and weak with no 
other strong political party around. It made 
election rigging easy and rather peaceful and 
Ziaur Rahman managed to get more than 
eighty per cent votes in his presidential elec¬ 
tion and a two-thirds majority for his party, 
the BNP. Rigging was also there during 
Sattar’s election and Ershad’s ‘yes/no* vote 
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was made to have smooth sailing in his 
favour. But the rigging which was witnessed 
during the May 7 election far surpassed the 
all previous rigging in its scale and in the 
ferocity of its methods. 

In spite of massive rigging the election 
results have been a di.sappointment for 
Ershad bet ause he had thought that it would 
be possible for him to manage a two-thirds 
majority. This ultimately did not prove 
possible becau.se of the massive opposition 
of the people to martial law. With this 
popular opposition at their back the govern¬ 
ment officials were also not as enthusiastic 
and active in rigging elections as they were 
before. The opposition political parties, par¬ 
ticularly the Awaini league, were better 
oigani.scd and hence more effective this time 
in resisting government rigging on the one 
hand and on the other in rigging the elec¬ 
tion in their favour wherever possible. 

The lesults have been unexpected, in a 
different way, for the Awami League, 
because it did not really expect that, along 
with its election allies, it would be able to 
secure mote than eighty seats. It also did not 
expect that rigging of the elections by the 
pro-government Jatiya Party would create 
such a favourable situation for it as to be 
able to make loud and high-pitched noises 
against Ershad and his military government, 
the kind of noises that it is making now. 

So far as the other parties are concerned, 
in -.pite of their charges of rigging against 
Ershad and claims to larger number of seats, 
their electoral .success has far surpassed their 
real expectations. The pro-Moscow Com¬ 
munist Party of Bangladesh (CPB) is now 
the most loud-voiced about its election 
victories and is issuing statements every day 
calling upon the nation to protect this elec¬ 
tion victory. This elation of the CPB seems 
to be rather shameless for two reasons. First, 
because this is the only party in the eight- 
party alliance which decided not to have an 
election symbol of its own and used the 
Awami I eague symbol 'boat’ for its can¬ 
didates. In its election propaganda it did not 
publicise its own name or its party pro¬ 
gramme (whatever it is); instead its can¬ 
didates posed as candidates of the'eight- 
party alliance. Ii will, therefore; not be unfair 
to say that the five scats won by the CPB 
aie in fact a win for the Awami League. 
Secondly, if victory in the election means a 
Victor) for the people of Bangladesh then 
nothing could be more untruthful and 
misleading than to describe this election as 
a victory foi the people. An anonymous 
victory in live seats of a particular political 
parly cannot surely be equated with the 
victory of the people. 

T he Jamaat-i-lslami has emerged its the 
third opposition party with ten seats so far. 
The political advancement of this reac¬ 
tionary and fundamentalist party cannot be 
properly assessed only with reference to 
these ten scats. It has actually received a 
sizable number of votes throughout the 
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country and constitutes a threat to demo¬ 
cratic and revolutionary movements in this 
country. A force like this can, and eventually 
will, line up with the military government 
in critical stages of its struggle against the 
people. But at the present moment it has 
joined the Awami League and the BNP in 
their demand for cancelliitg the election and 
for holding a ‘fair’ election in the not too 
distant future. 

The election results have actually destabi¬ 
lised the political situation in Bangladesh. 
It will perhaps be more appropriate to say 
that the elections have worsened an already 
unstable political situation. The nature of 
this crisis in bourgeois politics will be clearly 
understood if we have another look at the 
election results. 

It is a fad that if there had been no rig¬ 
ging from any side the Awami League would 
have won more than one hundred seats. It 
could even win about half the seats in the 
absence of another major political party, the 
BNP, which decided to boycot and stay out 
of the elections. It it also a fact that in such 
circumstances it would have been almost im¬ 
possible for the .latiya Party to get more than 
fifty seats. But owing to massive rigging by 
the pro-government Jatiya Party the table 
has been turned. The Jatiya Party is now 
going to have a simple majority with the 
Awaini League trailing behind as the second 
largest group. 

This has created difficulties for the 
military government because if it cannot 
ratify all its past acts by a two-thirds 
majority in the parliament then all that it 
has done in the last few years will become 
illegal. The martial law administration 
cannot, by any means, permit this to 
happen. Therefore, in case of its inability to 
mobilise two-thirds majority votes for the 
purpose it will have to dissolve the newly- 
elected parliament and continue with the 
martial law. Whether this will lead to 
Ershad’s replacement by a new military 
teader is a matter of no real consequence. 
But it may not be so because the crisis in 
this case will not be only Ershad's but of the 
entire military establishment as such. 

The Awami League, in spile of its com¬ 
paratively advantageous position, wi|l have 
to face a crisis of no lesser magnitude. This 
is because, on the one hand, it will be ex¬ 
tremely difficult, rather impossible, for it to 
legalise all the past acts of the martial law 
regime because in that case it will be poli¬ 
tically and organisationally ruined. On the 
other hand, if it refuses to collaborate with 
the Jatiya Party in this matter the newly 
elected parliament will be dissolved and this 
will ruin it organisationally and politically. 
Because all the Awami League candidates 
who have won in the elections represent the 
most powerful section of the Awami League 
and it will not suit thdr interest to let their 
victory go down the drains. This is because 


these elected representatives of the ’people' 
are not really interested in any movement 
which can make a breakthrough and end the 
political impasse but in securing permits and 
licences and such other titbits for themselves. 
With some minor exceptions here and there 
this is the stuff of which these ‘represen¬ 
tatives of the people' are made. So a dis¬ 
solution of the parliament will anger these 
members of parliament and make them 
hostile and it will lead to desertions from 
among their ranks. And then again there is 
the question of Awami Leaguers- election 
allies like the CPB which is very keen on pro¬ 
tecting its election victory. The pressure from 
their side to continue in parliament is con¬ 
siderable and the Awami League will have 
to reckon with such factors. 

Both President Ershad and the Awami 
League are aware of the nature of the crisis 
which they wilt have to face as soon as the 
elections are over. It is because of this that 
Ershad is saying that even with a simple 
majority he can overcome the coming 
difficulties. Perhaps he counts on the 
difficulties and the crisis the Awami League 
will have to face in spite of its protestations 
against election rigging and its demand for 
the resignation of Ershad and the chief elec¬ 
tion commissioner. 

It may be mentioned in passing that in the 
situation obtaining in Bangladesh today it 
is completely unrealistic to expect that the 
election commission can remain neutral in 
the face of any possible pressure which is 
exerted upon it. It has to act according to 
the biddings of the authorities which 
appoint the election commission. This was 
true in 1973 during the Awami League 
government of Shtikh Mu jib and this is true 
even now. So, trying to put the blame on the 
election commission and making it a scape¬ 
goat will not solve any real problem. It may 
at best help to make some unimportant but 
suitable noises in order to divert the atten¬ 
tion of the people from real issues. 

The bourgeois opposition’s demand, par 
ticularly the Awami Leagues demand, for 
the resignation of Ershad as the President 
of Bangladesh on moral grounds is also 
unrealistic. Because while retaining the post 
of the President. Ershad as a military leader, 
does not stand on moral grounds. To bring 
in the question of morality in this case is 
nothing but a clear example of bourgeois 
bankruptcy. 

The complete unofficial election results 
are yet to come and the official results are 
likely to be formally published at the end 
of this month. In the meantime, the fate of 
the newly-elected parliament hangs on the 
balance. Through a series of secret negotia¬ 
tions and open compromises it can somehow 
stagger along or it can face a dissolution, 
bringing bourgeois politics in this country 
back to square one. 

May 14. 
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Labour and Management 

First TWenty Years of Assam Company Limited (1839-59) 

Kalyua K Sircar 

Not much work has been done on the labour-management relations in Indian industria of an early period 
when there were no formal trade unions, political parties or special labour legislation as such to mediate. This 
paper enquires into the conditions prevailing in the plantation industry during its formative years, 1839-59. In 
those days, the Assam Company was the sole representative of this iruiustry in Iruiia, and recruits from the Kdchari 
tribe of Assam accounted for, unlike in later times, most of its labour force. Because of ethnic homogeneity 
proximity of the plantations to their home districts and the free mobility they enjoyed, the Kachari labour force 
was often able to fight back and gain important concessions from the Company management. Themselv^ illiterate 
though, they made continuous efforts to settle wage rates and disputes through collective bargaining and to obtain 
written undertakings from the management. Keen on pushing the wages further down and on resisting labour 
combination, the Assam Company therefore decided qfter 1859 to recruit the bulk of its labour from outside 
Assam and keep them bonded, lb facilitate this, the colonial government introduced restrictive labour legislation, 
thereby permitting the planters to restrict free mobility and right to combination of their labourers. Kacharis opted 
out of the new indenture system, even as famine-stricken people by thousands were recruited thereunder from 
new labour catchment areas outside Assam, during the decades that followed. Among, such new recruits were 
various groups of tribesmen, designated in the records as 'hill cooli’, dhangar and boonah (jungle-dwelling), etc. 


THE ASSAM COMPANY was formed in 
a meeting of merchants in London in 
February 1839. with a capital of £ 3,00,000 
in 10,000 shares of £ 50 each, of which 8000 
were to be allotted in Great Britain and 2000 
in India. The earliest concern to produce tea 
in India, it was also India’s first joint-stock 
company in the non-banking sector to have 
the liability of its shareholders limited by an 
Act of Incorporation in 1843. The Company 
acquired two-thirds of the government’s 
Experimental Tba Gardens,-dogether with 
permission to settle on other lands as well. 
Since its inception in 1839, the Assam 
Company Ltd did not have any corporate 
rival in the field of cultivation and manufac¬ 
ture of tea in India until another company 
was surted in 1839.' The intervening period 
of twenty years witnessed the development 
of a characteristic form of management- 
labour relations that provided the backdrop 
to the industry as a whole until Indepen¬ 
dence in 1947. The objective of the present 
paper is to describe and analyse some 
aspects of the early recruitment, deployment 
and management of tea plantation labour 
by the employer during this period, as well 
as, to delineate the nature of workers’ 
response to these processes, 

I 

From the very early days of its esublish- 
ment, the Assam Company management’s 
one important objective was to keep the cost 
of labour to a bare minimum, and to ob¬ 
tain as much work from them as was prac¬ 
ticable. This is understandable when we 
temember that during the early years of the 
tea industry there djks little labour-saving 
mechanisation—indeed, any effort at 
mechanisation of processes was positively 
discouraged by the tea brokers in London, 
and the cost of labour was the main element 
in the total cost of production of tea. Any 
economy here was of utmost importance if 
the Indian tea was to find its market in com¬ 


petition with the Chinese beverage. Added 
to this necessity was the traditional attitude 
of the Anglo-Indian society to the Indian 
labouring population. One important aspect 
of this attitude was the assumption of the 
generally indolent character of Indian people 
and the need for an iron discipline for their 
adaptation for the plantation work. 

The Company’s early efforts to recruit 
local people for regular wage labour was not 
successful. This failure to obtain labour 
locally was readily explained by the con¬ 
temporaries in terms of the usual laziness 
of the Assamese people, reinforced by their 
pernicious opium habit. Even before the 
Assam Company was formed, C A Bruce, 
the then Superintendoit of the government’s 
Experimenud Iba Establishment, had com¬ 
plained of the indolence of his local Singpho 
labour force. In this he was supported by 
Francis Jenkins who was the Commissioner 
of Assam. He suggested to the Iba Commit¬ 
tee in Cakutu that the importation of the 
industrious labour from Chota Nagpur 
should help as a healthy exunple to over¬ 
come the apathy of the indigenous peopl$: 

But the Company’s records for this period 
reveal quite clearly that the local peo^e did 
take advantage of the opportunities offered 
by the Company’s investmenu there when 
this was compatible with their own require¬ 
ments. The task of clearing the forest land 
and hoeing of land for tea idantation was 
mostly undertaken by load contractors who 
used to bring their own men for the work. 
As these wrks were undntaken at the time 
of the’y^K farmer could take time 

off from his own field, the contractors had 
little difficulty in ge^ng labour for the 
Assam Company’s assignments. The local 
people’s preference was commented on by 
Superintendent George Williamson in his 
tetter to the Calcutta Board as follows: 
The local labour gets less (Rs 2-8 annas per 
month) thah the imported labour (Ra 3-8 
annas pw month). I haveniow increased this 


to Rs 3 for all who come from the west of 
the Jhumsi river and who will engage them¬ 
selves from 1st March for three months. 1 
have made this distinction to avoid clashing 
with the hoeing contractors who chiefly pro¬ 
cure their labour from the east of the said 
river.^ 

Thus by increasing the wage and by of¬ 
fering the type of work that the local people 
sought the Company was able to draw on 
the indigenous supply of labour. But the 
continuous wage labour that the plantation 
economy required was not forthcoming from 
this source. Given the favourable land and 
population ratio then existing in the Jorehat 
district, only a substantial monetary induce¬ 
ment could have increased the supply of 
labour for Company’s employment. This the 
Company was neither able nor willing to 
offer at the time It is noticeable that the 
government did not experience any difflculty 
in obtaining labour for its public works. The 
higher wage offered by them was frequently 
criticised by the Assam Company.^ Ad¬ 
ditionally the element of monopoly in the 
local market—the contract system under 
which the contractors supi^ed their men for 
wage work—was an inhibiting factor as far 
as the Company’s needs wcr concerned. The 
Assam Company nutde a number of un¬ 
successful attmnpts to break up the system.^ 
Whatever the reason, the unreliability of 
the local labour obliged the management to 
seek a more permanent work force outside 
the district of Jorehat—in Damng aisd 
Nowgong in Upper Assam and in trumy 
villages of Bengid. By the end of 1839 tte 
Company had appointed a number of 
European assistants for recruitment of 
labour, and had therq^^ikted in such wide 
areas as Bhagalpora Haauibagh, Dacca, 
Rungpur, Mym^ngh and Qiittagong. 

The petite coming firoaa the two distrios 
of Darrang and Nowgoagg-swre generally 
known as ‘Kachari copies’, and althoiq^i n 
large number rifthera ynp ,tperuited Iqr the 
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Company, the Kacharies were found to be 
very difncult to control and discipline As 
they were within easy reach of their native 
land, this migrant l^our force would often 
abscond from the Company's planutions 
and trek back home whenever they had 
reason to be dissatisfied with the Company. 
The government’s policy regarding grants of 
land to the Company, and the Company’s 
activities in the border region had made the 
local Naga people restless. During the early 
years of the 1840s they made a number of 
attacks on the Company’s gardens which 
had encroached on their native land. This 
depredation of a hostile people made it 
difficult for the Company to keep its 
Kacharies in these ‘barries’ or gardens. In 
his letter of October 6, 1841 J W Masters, 
who was the first superintendent, reported 
‘trouble with the Kachari coolies at Cherideo 
and Rookun Habi from whence twenty 
absconded lest the Nagas should come down 
from the hills and take revenge on account 
of the passes being guarded by government 
troop;’ 

The imported Kachari labour was mainly 
deployed in the Company’s remote gardens 
of the North and Eastern Divisions where 
provisions, especially rice;* was difficult to 
procure. From the very beginning the 
Superintendents there had realised that the 
Company must import rice and other 
foodstuffs from outside to feed these people. 
But Calcutta’s insistence on ‘economy’, and 
the difficulties regarding procurement of 
supply and its transport to these distant 
areas often meant that the employees were 
short of food. On more than one occasion this 
led to serious rioting led by the Kacharies.^ 
For example, in July 1843 Bruce, the 
Superintendent of the southern division, had 
difficulty, m consequence of the scarcity of 
nee, in keeping his men together. There were 
serious food riots in Jaipur during the last 
months of the same year. In the proceedings 
of November 21,1845 we read of the abscon¬ 
ding labour of the eastern and northern divi¬ 
sions because of ‘the hardship they ex¬ 
perience in transmitting provisions and the 
isolated position of the barries’. In 1846 
when the Company’s fortune was at a low 
ebb the local assistants were directed to stop 
all supplies of food to the workers. That such 
a drastic step would lead to serious conse¬ 
quences and imminent labour discontent was 
carefully explained by G H Groses one of the 
local officers in his letter of September 14, 
1846.* 

Wages were very often in arrears. Some¬ 
times this was a deliberate policy on the part 
of the local management for Ireeping them 
bound to the Company, sometimes this was 
because of the non-arrival of remittance 
from Calcutta or the unwillingness of the 
local moneylenders to provide accommoda¬ 
tion to the Company owing to the then low 
fortune of the latter. The discontented 
labourers, generally led by the Kacharies, on 
such occasions refused to work ‘if not paid 


within IS or 20 days after they (wages) were 
due’.’ 

The Company’s policy of paying less to 
the Kachari coolies—they were paid between 
Rs 2-8 annas and R$ 3 per month compared 
with the Bengalees who received between 
Rs 4 and Rs 4-8 annas per month—was 
another reason for their resentment. This 
discrimination, Hodges reported on July 3, 
1846, was the cause for some 2S0 Kacharies 
absconding the garden of Satsoeah.” 

Even a ruthless Superintendent like 
Stephen Mornay failed to subdue these 
determined people Momay wrote to Calcutta 
that the ‘ibichari coolies should not be 
depended on; and efforts must be directed 
to recruit the Bengal coolies’. But the Bengal 
coolies were difficult to procure, and the 
Company had no choice but to continue 
with the intransigent Kacharies. During 1848 
discontentment among them had reached 
such a state that for the first time in the 
history of the Company we read in its 
Records of strikes organist by the Kacharies 
in protest against arrears of wages due to 
them. Superintendent Mornay informed 
Calcutta on March 22. 1848 that the coolies 
in the Satsoeah factories had struck having 
refused to receive one month’s pay, which 
was nearly three months in arrears." It is 
signiHcant to note that this time they did 
not abscond and trek back to their native 
districts, but struck work for the recovery 
of the wages earned. After a few days of 
stoppage involving a loss of production of 
5,600 pounds of tea, they returned to work 
after Mornay’s promise of ‘payment within 
14 days’. 

In his letter of May 27,1848, commenting 
on the recent disturbances Mornay wrote; 
The people appear to have been more 
mutinous than any past occasion, having 
twice returned from factories after having 
been persuaded by the police officers to 
return to their work. They committed 
depredations in the bazaar and pulled down 
portions of houses to build themselves 
temporary huts. They roamed around and 
some had pns which they frequently 
discharged'.'^ 

The Kachanes were not abandoning wage 
labour on the Company’s gardens but svere 
making a determined effort to secure regular 
payments for their work. Mornay com¬ 
plained in the same letter that ‘their 
(Kacharies) main object appears to be to 
intimidate him into giving them a written 
agreement to pay them in future within 15 
days after their month’s work is performed’. 
This Mornay refused to do ‘as it might com¬ 
promise the Company, and yielding would 
only create fresh demands’.*’ 

This thinking ahead for the future on the 
part of the Kacharies, their insistence on a 
written agreement airout wage payments, 
and their desire to establish a contractual 
obligation on both the employer and 
employees show a certain level of con¬ 
sciousness among these people and their 
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adaptation to modern industrial wage 
labour. The situation remained tense for 
some time for the labourers had threatened 
to resort to further industrial action if the 
promise was not kept, and Captain T Brodic; 
the local government offtcer of Sibsagar 
district had warned the Company that he 
would proceed against the latter and effect 
the compulsory sale of the Company’s tea 
boxes to raise the means to pay there 
people.'* 

After the strike was over Mornay made 
one more attempt to introduce some 
‘discipline’ among these ‘most troublesome 
coolies’ by imposing a fine on them amoun- , 
ting to Rs 226-10 annas, and warned them. 
that on any occasion they may strike, a ftne > ^ 
of Rs 800 per day during the time will be' 
levied’.*’ But one lesson was learned by him / 
for he wrote to the Calcutta rnanagemem 
that these people must be paid ‘regularly and ‘ 
punctually’."* 

The local management’s handling of the 
1848 strike was approved by the Calcutta 
Directory where the Managing Director 
Burkingyoung minuted on July 11, 1848, ^ 
that ‘the management of such a wild and . 
intractable race, as the Kacharies. must 
depend upon the prudence, and decision of 
the Superintendent. 1 am of the opinion that 
great advantages will result from the prompt ' 
and decisive measures adopted by the > 
Superintendent in Assam!” 

The next year’s recruitment in Bengal was 
highly successful, which perhaps was the 
cause for Mornay’s attempt to reduce the 
standard pay of the Kachari labour from 
Rs 3-8 annas to Rs 3 per month. They at 
once retaliated by leaving the Company’s 
employment and accepting the offer of one, 
Wood who was then opening collieries in the ~ 
Naga Hills. An exasperated Stephen Mornay 
at once ‘made co-operative arrangement., 
with him regarding the desertion of coolies 
from one to the other’. Apparently the , 
‘arrangement’ was not very successful for' 
after about four months Mornay informed . 
the Calcutta Board that ‘coolies are abscop- ^ 
ding for higher pay at collieries’. Fortunate^.. , 
however, he did not have to increase the , 
wages to attract back the workers for ‘the ■ 
coal project is unlikely to succeed’." 

Many attempts were made to increase the 
work load of the labour force. Some of there < 
were open and some surreptitious. One of ■> 
Mornay’s subtle methods was to use an ' 
unequal scale, the weights scale being > 
suspended at a distance of 6 and the leaf ' 
scale at 7 from the suspending point. The > 
other devices were plugging of weights with. > 
lead and the confiscation of the whole i 
basket containing even a small amount of old , 
or improper leaves.'* Fortunately for the " 
Superintendent the colliery was closed and ' 
consequently the Kacharies did not leave the 
Company’s gardens in spite of the increas¬ 
ing work load.^ 

IWo other measures were taken by Mornay 
to subdue the Kacharies. The cultivation of , 
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rice by the coolies dunng their spare tune 
was stopped as this was ‘opposed to the in¬ 
terest of the Company’ Mornay demanded 
and was able to obtain a number of Bengal 
coolies, these being ‘of great use as a 
counterpoise to the Kacharies’ 

Mo'nay’s management methods became 
increasinglv harsh and shortsighted When 
Calcutta a<ked him to economise on expen 
diture in Assam he, possibly in an angry 
mood of retaliation, laid off a number of 
the preciojs labour force When the Direc 
tors called for an explanation of his action 
he resigned “ 

The next superintendent, George William 
son, who took over in October 1852, found 
to his astonishment that nearly all the fac 
tones of th* Company were deficient of 
labour and ‘no attempt had been made to 
get coolies from Darrang‘ WiUiamson‘s 
letter dated December 9, 1852, enclosed a 
Ihble showing the extent ot decrease ot 
labour in each of the principal lactones of 
the So'ithern Division (see Ihble) 

But Darrang at that tune was in a state of 
alarm because of an apprehension of inva 
Sion by the Burmese In addition, the cholera 
epidemic which was then raging ‘created a 
sort of panic thioughout the Province’ 
Williamson who had acquired his 
experience as a sugarcane planter in Bihar, 
was an astute judge of the situation in the 
then Upper Assam and at once raised the 
baste rate of wage from Rs 2 8 annas to 
Rs 3 8 annas per month '* The supply of 
the Kachan labour rose immediately^' and 
Wiihamson teponed to Calcutta that to secure 
these peoples employment prompt and 
regular payment of wages was impeiative “ 
As the local demand for these coolies 
increased- the number of planters was 
increasing around the Dibrugarh area at the 
time—Williamson wisely made a number ot 
concessions regarding the supply ot provi 
Sion to his Kacharies and thus picvented a 
threatened exodus of these people’’ But 
throughout the test ot this pciiod the supply 
of labour liom Dariang remained highly 
uncertain and the cost of this labour 
gradually rose It the local harscst tailed, as 
It dtd in 1854 the Company had to sell rue 
at a loss to these people to prevent them 
Irum trekkinp back to their villages A gcKid 
harvest ot iiec >n tlicit distiict would pre 
vent them lioni offering employment on 
easy tcinis on the Company’s gaidcns 
With increasing opportunities for employ 
ment the bargaining power ot these 
labourers strengthened, and tn 1857 the then 


Superintendent, J McIntosh, had again to 
increase their pay ‘which had a beneficial 
effect, many who had served their two years, 
having signed agreements for two years 
more, and all seem perfectly contented’ ^ 
For a time it was thought that the Darrang 
district would sunpiy a more permanent 
labour force for the need of the Company 
McIntosh wrote on August IS, 1857 
Being quite dependent on Darrang for 
labour, and so many others are in the field, 

I suggest the expediency of offering the 
mouzadars of the district a commission on 
each coobe they furnish who is wilting to 
enter into an agreement to serve the Com 
pany for the usual two year pe. lod It might 
be fixed for Re 1 a head, the mouzadar agree 
ing to render every assistance m recovering 
ooolies who may abscond ^ 

The following wo years the supply from 
Darrang was up to expectation The failure 
of harvest in those years was the mam con 
tributory factor'** But the rising of the 
Abors tn 1859 and the strike of the 
Dibrugarh Dorns again caused uncertainty 
which affected the movement of the 
Kacharies ’’ The ( ompany made most of 
the advantages to be got from the failure of 
the poppy cultivation in that year to increase 
the supply of labour but the results were un 
satisfactory By the end of 1859 it became 
increasingly evident that the Darrang distnet 
would not answer the need of the Company 
The demand within the district had 
incieased’’ and the Kacharies who were on 
the Company’s gaidens became lestive The 
si'uation rapidly deteriorated, the Manag 
ing Director who was then in Assam wrote 
on October 14, 1859 of an alarming situa 
tion amongst the Kacharies who had de 
manded an increase of pay or their im 
mediate discharge. A Special Meeting of the 
Dircctois was called tn Calcutta to consider 
iht labour unrest in Assam The Special 
Meeting, held on November 2 1859 resolved 
that an investigation should be made to 
asceitain the current price of provisions and 
in forniei years, and if a material difference 
existed, whether any arrangement could be 
made fur supplying the same at a fixed rate 
(Already rice had been provided at a fixed 
price) The Directors tn the meeting express 
cd the hope that with a militia guard establi 
shed at Bentollah within one mile ot the 
Company’s station no more disturbances 
would take place, but to prevent the recur 
rence of such riots in the future ‘it is 
desirable that there should be a larger 
proportion of coolies of another class 


employed—a reference to the proposed 
recruitment of an increased number of 
Bengal and hill coolies 
At Nazira, the headquarters of the Com¬ 
pany, the help of the military was sought and 
promptly obtained An arrest of 22 prmcipal 
leaders and their imprisonment for period 
upto a year, and the dismissal of 20 others 
quietened the situation for the time being 
Reporting on the disturbance the Managing 
Director observed 

The Kachan coolies are not only defic ent 
in number but a large proportion are con 
firmed opium eaters, which was not the case 
in formci years, and the labour they render 
IS both deficient in amount and of woivi 
description nor are they under proper 
discipline feeling out dependence upon 
them 

The situation remained tense tor some 
time and the Company’s recruitment in that 
district could not be earned on by the 
Superintendent, for he was ‘unwilling to 
entrust his life amongst them in their own 
district There was fresh trouble in 1861 
when the Company tried to reschedule their 
'nern<f or workload ” By this time the 
usual annual supply of labour to north and 
eastern division fell b> more than 50 per 
cent The recruiters also took advantage 
of the shortage and much of the money 
advanced to them by the Company could not 
be recovered or coolits obtained 
Although the Company continued to 
tecruit Its labour from the Kachan districts 
for another few years s attempt to gel the 
‘best labour from the Santal Parganas was 
greatly intensified, and after the 1860s this 
area supplied the largest proportion of the 
C ompany s permanent labour force 

II 

lo turn now to the ‘Bengal coolies, we 
have already mentioned that in the very first 
year of its formation the Assam Company 
had appointed agents for recruitment of 
labour in the districts of Chittagong, Dacca, 
Bankura, Rangpur and Mymensingh In the 
northern Bengal districts recruitment of 
labour for the Company’s tea gardens pro 
ved to be difficult because of the presence 
of the indigo planters In Rangpur, for 
example, the Company’s Agent had to of 
fer Rs 4 pei month instead of the stipulated 
wagd ot Rs 3 8 annas Even this wage was 
not attractive enough for many, and a 
number of them, though in receipt of 
advance, did not hesitate to abscond on their 
way to the gardens 1b prevent desertion the 
Company had to appoint a number of 
guards on the boats uking the labourers to 
Assam and to seek the help of the local 
government officials to prosecute the 
absconders 

The distance of the recruiting districts 
from the Company’s gardens in Assam was 
great The transport—mainly country 
boats—was uncert^ and slow Even the 
European recruiters turned out to be meffi- 
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cicnt, and not a few less than honest 
W S Stewart, who was appointed in October 
1839, for recruitment in the districts of 
Hazaribagh and Ranchi, did not even visit 
the catchment areas until December of the 
same year The Board’s urgent pleas were 
Ignored, and when threatened with dismissal 
he reported procurement of 200 Dhangar 
labourers, and-the promise of working up 
the number to 500recruiting the rest in 
Rangpur Meanwhile, he had drawn on the 
Board man> drafts, the total of which came 
to Rs 10,727 by the end of 1841 But this 
large expenditure did not produce a single 
labourer because on their way to Assam they 
suffered from Cholera from which many 
perished, and the remainder absconded 
Stewart failed to render proper accounts for 
money spent by him and was dismissed by 
the Company^® 

Those labourers who were eventually 
brought to the gardens after much dif 
ficulties by other recruiters, proved to be no 
less intractable than the Kacharies Repor 
ting the desertion of a batch of Bengal 
coolies on September 4, 1842, Masters 
advised the Calcutta Board that ‘Bengalies’ 
should not be sent up 

Once on the garden these people, coming 
from a distant and scattered area, were less 
powei ful than the neighbouring kacharies 
Their resistance to Superintendents’ wage 
cuts when these were made, was less sue 
ecssful Thus in January 1847 Mornay was 
abU to lix a wage of Rs 3 8 anqas for a batch 
in thi Northern Division, and although they 
refused to sign a contract tor more than one 
vear in the first instance, the Superintendent 
‘hopes thev will renew their contract’^ 

The Bengalies had difficulty in getting 
used to the climate of Assam The death 
rate among them was highest of all groups 
and the survivors often escaped from the 
gardens ■*' 

Often the lecruitcis had collected the 
wrong type of labour Writing on May 26 
18^1 Superintendent Mornay mentioned the 
airival of a group of Muslim workers from 
Rangpur who claimed to be unused to 
hoeing work Thev also demanded a higher 
pav of Rs 4 alleging that this was the rate 
promised to them by the recruiters Mornav 
decided to take the risk of causing discon 
tent among them by offering the stipulated 
Rs 3 8 annas He could take a chance with 
these poeple rather than the hill coolies ‘who 
are now more numerous, besides being better 
hands’ ^ 

Three years before that date a number of 
Brahmins and Chhattries were recruited 
who, though in receipt of advance, refused 
to proceed any further after reaching 
Gauhati As there was no written agreement 
the Company’s complaints to the local 
magistrate was not successf^il In 1855 
some Muslim labourers were sent up from 
Serajgung who proved to be inferior to the 
hill coolies The climate did not suit them, 
their attendance was irregular and they 


gradually absconded Narrating this ex¬ 
perience with the Muslims of Serajgung, 
Superintendent Williamson observed that 
Calcutta and Darrang Muslims were equally 
unreliable, ‘but as our need is great a 
further trial might be given’ He suggested 
that only a irudest ‘indulgence^—inferior to 
that offered to the hill coolies—should be 
granted to these people by the recruiters A 
free passage, ration and advance of pay up 
to Rs 6 and a blanket costing Re 1 and a 
return passage only if they stay for two years 
should be sufficient In the event, 
however, Serajgung, as a district for reciuit 
ment of labour for tea plantations m Assam 
proved to be disappointing On June 4,1859, 
the Assam Company's Agent in the district 
finally informed the Directors in Calcutta 
that ‘the number of coolies to be obtained 
at Serajgung on any terms for work in 
Assam is very limited’ 

By the early ]8S0s it became clear that the 
north and eastern districts of Bengal would 
not answer the Company’s requirements 
adequately The recruiters’ experience in 
these districts suggested that ‘the proper 
description of coolies are not in sutficient 
numbers in the eastern districts of Bengal' 
Moreover, the local demand for labour was 
such that they had little incentive to accept 
the Company’s derisory sum of Rs 3 8 annas 
per month Much of this local demand for 
labour came from indigo planters, and as 
local employers they were in a superior posi 
tion to that ot the Assam Company During 
the early months of 1853, C W bankey, the 
Company s recruiting agent, travelled exten 
sively in the eastern and northern districts 
of Bmgal without much success since at that 
time ‘the indigo planters were recruiting on 
a large scale’ 

Those few who emigrated to Assam did 
not experience a happy time there Their suf 
ferings and high death rates were common 
knowledge in the recruiting districts and 
further efforts to procure a fesh supply pro 
ved to be increasinglv unsuccessful That the 
unage of Assam ( ompany had been tarnished 
and was in need ot repair, was admitted by 
the managing director who wrote to the loc^ 
recruiting agent on May 1, 1853 
I suggest you oiler Rs 4 while the necessity 
exists to create confidence in Company s 
service now somewhat shaken by the leports 
of absconded labour hereinatier it is 
hoped that a lower pay may be effected 
The experience of the indigo planters had 
made the Assam Company from an early 
date to plump for the ‘best coolies’—the 
‘Boonah’ or the hill dwellers of the Santal 
Parganas, Haearibagh and Ranchi The 
migrant people of these areas were often 
found working as casual hands in many 
parts of Western Bengal, and with the 
development of indigo culttvauon many were 
brought for employment in north and 
eastern distncts of the same province The 
management in Calcutta and Assam and the 
government officials of the province were all 
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in agreement that these ‘coolies’ would 
answer the Company’s labour needs most 
adequately Their example of dilligent work 
would help overcome the indolence of the 
local people, their expenence in mdigo culture 
was useful for their introduction to the work 
on tea gardens, and lastly, they being 
physically stronger than the weak Bengidies, 
should prove to be better suited to the 
unhealthy climate ol the distncts of Assam 
The lirst ever labour recruiter appointed by 
the Company was for the districts of Chota 
Nagpur and Bhagalpur 1 his was on June 4, 
1839 when one Campbell of Midnapur was 
asked to go to those regions for a commission 
ot Rs 2 per able bodied man brought to 
Assam plus Rs 150 for his monthly expenses. 
It IS not recorded how many, if any, Campbell 
was successful in recruiting in these areas 
We have already seen, however, that Stewart’s 
efforts in Hazaribagh and Ranchi had ended 
in a dismal failure 

The Company’s recruiters were more suc¬ 
cessful in recruiting those people who had 
already left their native districts and were 
found working or searching for work in 
different parts of Bengal Thus in February 
1842 one Sirdar Madoo Hazane brought SOD 
coolies for the Company from Rangpur, 
many of whom were undoubtedly travelling 
‘hill coolies' ** Such itinerant people were 
also recruited in the districts of Bankura and 
Malda But wiihin a few years this source 
ot supply appears to have dwindled for, 
when the Assistants in Assam, exasperated 
with their kacharies, urged Calcutta to send 
more ‘hill coolies’, the Directors informed 
them that thev were impossible to procure.” 

In 1848 the Company was more successful 
in getting a number of labourers in the 
district of Ha/aribagh where it had its own 
agent who recruited through sardars sent 
down from Assam One great problem in 
connection with the supply of labour from 
such a distance was the cost of transport 
Until 1847 there was no regular steamer 
communication with Assam, and when in 
that year t government service was mtroduc- 
ed, the steamers brought coolies only upto 
Oauhati from whence they were transported 
to the Company’s gardens by means of 
countiy boats The cost per passenger by 
steamer was Rs 18 a fare regarded too high 
for the transport ot coolies, and a petition 
was made for special concession This was 
granted when the tare was reduced to Rs 8 
with effect from April 1848 Lven this did 
not satisfy the Company lor in its petition 
(o Lxitd Dalhousic in 1853 one of the prayers 
was for a fuither concession on coolie 
passenger rate on government steamer 
service '■* 

During the 1850s there were two new 
developments which adversely affected 
recruitmem and despatch of the ‘hill ccolies’ 
The first was the demand for coolies for 
work on the railways The railway contrac¬ 
tors offered a much higher rate of wages 
which ‘prevented the possibility of our pro- 
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curing ‘Boonah’ coolies*.’^ The other was 
the disturbed state of the country in 1857 
when, for the movement of troops ehewhere, 
the only steamer service to Assam was 
withdrawn by the government.’* 
Increasingly, as the years went by, the 
Company’s choice as to the areas of ibcruit- 
ment became limited. In 1855, in reply to 
an enquiry by the Company, a local agent 
advised that nothing would be gained in 
making an effort to secure labour in the 
region of Serajgung for the indigo planters 
would not tolerate any encroachment on 
their ‘Boonahs’. The Assam Company was 
advised to secure its labour in the Bankura 
district, but Bankura at that time was a 
disturbed area because of a recent uprising 
among the peasants there.” 

By the end of this decade it became quite 
clear that a much more systematic effort had 
to be made to procure lalx>ur on a large-scale 
and regular basis. In reply to the new 
Superintendent McIntosh’s complaints 
regarding the growing scarcity of local and 
Darrang labour, the Managing Director 
commented in a Minute dated April 25, 
1859: 

We are becoming every month more and 
more entirely dependent upon imported 
labour and the time has now arrived when 
we must endeavour to arrange for a regular 
and steady supply, independent of that 
obtained from Darrang. The principal 
obstacle will however be the want of steamer 
communication with the province and until 
that is restored, I fear we have little or no 
chance of doing any good.’* 

The steamer service was resumed in July 
1859 and the Company at once made efforts 
to send up the hill coolies to its garden in 
Assam. Hitherto the Company’s recruiters 
used to nscruit these people during the winter 
months when they came down to the plains, 
but as competition between employers 
increased—in 1859 there were in the field two 
new railway companies and the Agent of the 
British Guiana—the Company decided to 
move further into the interior for engaging 
them in their own villages.” 

The system of recruitment adopted was 
known as ‘sardari recruitment’ whereby the 
Company sent its own trusted coolie sa^ars 
to recruit labour from their native territories. 
But soon a need was felt to set up an establi¬ 
shment in these areas with supervisory staff 
for providing money to sardars to make 
advance to the intending recruits, and 
when a sufficient number had been col¬ 
lected 'to place them on board the steamer 
and if necessary accompany them above 
Serajgung’.*® 

A new development in the labour situa¬ 
tion was the rapid increase in the number 
of planters in Assam. For the first twenty 
years of its existence the Company did not 
have to contend with any rival, apart from 
a few individuals cultivating tea on a very 
small scale, but after 1859. with the rapid 
development of the industry an intoise com¬ 


petition for labour ensued. Many individuals 
and small companies, instead of importing 
the expensive labour from outside the pro¬ 
vince; enticed away such labour as their more 
substantial neighbour-planters had brought. 
Many—largely unsuccessful—attempts were 
made to stop the practice. As early as 1859 
an agency was set up to recruit labour jointly 
by a group of planters. One Captain Bales 
took the initiative for one such early 
attempt, and the Directors of the Assam 
Company resolved in a meeting held on 
November 7, 1859 ‘to take two shares in 
Captain Bales’ Experimental Agency' which 
was set up for a period of six months.*' 

The earlier plan to set up the Company’s 
own establishment for recruitment work was 
carried through, and Barada Prasad Mitter, 
an employee of the Calcutta office was put 
in charge of the operation. Barada Prasad’s 
initial effort was met with some success 
when he was able to procure a batch of 
Dhangar coolies at a rate of wage amoun¬ 
ting to Rs 4 per month plus a commission 
of Rs 3 per head.*^ 

During 1860 both Captain Bales and the 
Company’s own agent were ci.gaged in the 
recruitment work, and an indication of their 
success to secure the Dhangar coolies was 
that the first batch which was sent up in the 
first month of that year contained 45 per 
cent of this category of labour.*’ 

The imported coolies were expensive and 
the attempt to economise on the costs of 
journey to Assam led to heavy casualty 
among the travelling people. Simpson, the 
Company’s doctor was of the opinion that 
the causes of the frightful mortality were “the 
bad quality of provisions, overcrowded con¬ 
ditions on deck, want of cleanliness, wet 
decks, want of means to cook properly and 
the substitution of ‘choora’ in place of 
cooked meals’.** 

Ill 

The arguments of the paper can now be 
summarised. The Assam Company’s invest¬ 
ment in the north east of Assam did open 
up opportunities for employment for the 
local people, and such opportunities were 
availed of by them when these were compati¬ 
ble with their overall requirements. However, 
very often the Company’s need for the sus- 
uined and continuous plantation wage 
labour could not be met from this local 
source Given the then favourable land-man 
ratio, the Company’s many attempts to use 
the local labour in this way was not suc¬ 
cessful. The Kachari labourers from the 
nearby districts were recruited in large 
numbers for employment in the Company’s 
gardens. The success of annual recruitment 
was dependent on the failure or otherwise 
of the crop production in that year, other 
avenues of employment open to them and 
wages offered by different employers in the 
region. The ibchari labour force proved to 
be sufficiently conscious of their situation 
vis-a-vis the Company, and. was often able 


to fi^t back and won important victories 
over the management’s unreasonable treat¬ 
ment of them. Their protests and struggles 
took various forms depending on the situa¬ 
tion confronting them: large-scale desertion 
and return back to their native villages; 
sudden temporary withdrawal of labour; 
more prolonged and organised strikes; 
physical threats to and assaults of manage¬ 
ment personnel. There are instances when 
this labour force—largely illiterate and un¬ 
sophisticated—had demanded and obtained 
written Undertakings by the management 
and their strict enforcement. 

Understandably, a new company engaged 
in developing a new product in an alien en¬ 
vironment was keen to keep the cost of 
labour to a minimum. Added to this was the 
prevailing a.ssumption regarding the generally 
indolent nature of Indian workers needing 
a firm handling, which led to the utmost 
exploitation of these men, women and 
children. Soon attempts were made, with 
varying degrees of success, to bring workers 
fmm the distant districts of Bengal Presidency. 
They in their turn suffered ail kinds of in¬ 
dignities: false promises were offered to them 
by recruiters; the long distance journey was 
carelessly organised which resulted in many 
deaths; in the Company’s gardens the work 
load was increased and wages either cut or 
kept in arrears. 

By the end of our period a critical stage 
in recruitment and management of labour 
had been reached, and the whole question 
was soon taken up by the government in the 
form of a committee for investigation and 
subsequent legislative intervention. 


Notes 

tThe primary source of this paper is the Official 
Records of the Assam Company Limited,- 
1839-1953. These are kept in the Guildhall 
Library, London. MSS 9923. divided into 13 
volumes, contains Pipers of the Calcutta Board 
of the Company. The number which follows 
MSS 9925 refers to the volume of this series.] 

1 For a general history of the Assam Com¬ 
pany, see H A Antrobus, "A History of the 
Assam Company 1839-1953”, Edinburgh, t 
and A Constable Ltd, 1957. Fbr some rele¬ 
vant analytical details, also fCalyan K Sir- 
egr, “A Tile of TWo Boards; Some Early 
Management Problems of Assam Company 
Ltd, 1839-65”, Economic and Political 
Weekly, Vol 21 Nos 10-11, March 8-15,1986, 
pp 453-59. 

2 Calcutta Committee Minute Book. MSS 
9925/6, Pioc 28.2.1853. On September 5, 
1853 Williamson wrote to the Board in 
CalcutU of his difficulties with the local 
contractors who were ‘failing to fulfil their 
contracts’. He was to make an effort ‘to os- 
counge people in the direction of Jorhat 
to take contiacu but there is a difficulty in 

the rqrugnance of the AaiaraeM to labw 
at a distance ftom their hon^ specially 
during the ficc planting when t^ are most 
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required in the gardens! Williamson was 
successful, however, in encouraging a 
number of respectable families to undertake 
contract work—nearly all the advantages of 
their local influence have now been secured! 
Ihc others, ‘although averse to tegular paid 
labour. . would not object to work with 
their own hands if privileged to work when 
(hey pleased*. His- plan with these people 
was to give ‘them small hoeing contracts’. 
Proc 20.9.1853; Ibid. 

3 See, for example, Proc 15.4.1844, MSS 
9925/2. 

4 Proc 10.1.1845, MSS 9925/3. 

5 Proc 5.11.1841, MSS 9925/2. 

6 The rice and other foodstuffs were often 
supplied by local merchants known as 
Kyahs. Thus Parker, the Superintendent of 
the Eastern division wrote on November 15, 
1841; ‘The Kyah merchants are willing to 
supply rice from May to September at 
Rs 1-6 annas per maund! Proc 3.12.1841, 
MSS 9925/1. 

7 Proc 21.7.1843, MSS 9925/2; Proc 31.10.1846, 
MSS 9925/4. 

8 Proc 31 10.1846, MSS 9925/4. 

9, Proc 25.4.1845, MSS 9925/3. 

10 Proc 18.7.1846, MSS 9925/4, 

11 Proc 7.4.1848, MSS 9925/4 

12 Proc 12.6,1848, MSS 9925/4. 

13 Proc 13.6.1848, MSS 9925/4. 

14 Proc 11.7.1848, MSS 9925/4. 

15 Proc H.7.1848. MSS 9925/4. 

16 Mornay’s letter of 5.6.1848 in Proc 
21.6.1848, MSS 9925/4. 

17 Proc 11.7.1848, MSS 9925/4. 

18 Proc 24.4.1850. MSS 9925/5. 

19 Proc 5.10.1850, MSS 9925/5. Writing on 
23.9.1850 Mornay observed; ‘There is no 
detriment to the coolies in working the 
above scale as the matter was explained to 
them and they agreed to it at once! However, 
Burkingyoung disapproved of the measure 
saying; ‘This is ‘unsound’ principle, a course 
he (Mornay) must immediately retrace. 
There is no advantage or profit except that 
which is gained by a just exchange between 
the Company and which its employees can 
produce! Ibid. 

20 Proc 5.10.1850, MSS 9925/5. 

21 Proc 4.11.1850. MSS 9925/5 

22 Proc 3.8.1850, MSS 9925/5. 

23 Proc 17.11.1852, MSS 9925/6. 

24 Proc 28.2.1853, MSS 9925/6. 

25 Proc 24.3.1853, MSS 9925/6. He also 
reported that a batch of ‘Bengallees’ had 
also returned who ‘had left the service about 
18 months ago! Ibid. 

26 Proc 6.4.1853, MSS 9925/6. 

27 These included ‘the punctual payment of 
their wages within a month of their falling 
due’, and extension of credit in favour of 
coolies for provision bought in the Bazaar. 
Proc 12.5.1853, MSS 9925/6. 

28 Proc 2.7.1857, MSS 9925/9. 

29 Proc 31.8.1857, MSS 992S/9. 

30 McIntosh, then Superintendent, wrote on 
January 14. 1858 that because of the failure 
of the rice crop in Jorehat, Darrang and 
other parts of Assam the supply of coolies 
had increased. He was expecting the arrival 
of 50(Mi00'rrom IHurang; a number ex¬ 


cessive in relation to need. Proc 27.1.1858, 
MSS 9925/10. 

31 Proc 3.5.1858, MSS 9925/9; Proc 24.3.1859, 
MSS 9925/10, Ooms a depressed caste, were 
presumably engaged as boatmen by the 
Company. 

32 Since 1855 the Company had made a 
number of representations to the govern¬ 
ment urging the prohibition of poppy 
cultivation by the Assamese When the news 
of the failure of the poppy crop reached 
Calcutta in April 1859 the managing direc¬ 
tor wrote to his superintendents in Assam 
soliciting more information on the subject 
‘to support us in again going up to govern¬ 
ment to pray for the prohibition of the 
culture of the crop in Assam*. Proc 
25.4.1859, MSS 9925/10. Soon the Com¬ 
pany published a pamphlet giving the 
details of its correspondence with the 
government and its own Minutes on the 
subject, and copies were sent to Assam for 
distribution to planters and others interested 
in the subject. Proc 21.4.1859, MSS 9925/10. 
This pamphlet is not in the collection at 
Guildhall. 

33 At this time people of the district were 
drafted into the Light Infantry Regiment. 
Others were recruited for building roads 
there. Proc 17.10.1859, MSS 9925/10. 

34 Proc 2.11.1859, MSS 9925/10. 

35 Proc 28.10.1859, MSS 9925/10. 

36 Proc 31.10.1859, MSS 9925/10. 

37 Proc 1.4.1861, MSS 9925/11. 

38 Proc 18.5.1861, MSS 9925/11. 

39 Writing on 28.8.1861, Gibson, an European 
Assistant, observed that ‘our employees 
(recruiters) have become bolder in their 
.speculation’ Sec Proc 7.9.1861, MSS 
9925/11. 

40 H A Antrobus, "A History of the Assam 
Company, 1839-1953”, op cit. pp 385-6. 

41 The two other Superintendents, Bruce and 
Parker, did not agree with Masters in this 
regard, and continued to press Calcutta for 
more Bengali coolies. One explanation may 
be that Masters, in the Southern Division, 
had more hope of getting some local labour, 
the population of the region being com¬ 
paratively more dense, while the other two 
regions where Parker and Bruce were in 
charge had very little local labour and were 
therefore glad to get any labour—Kachari 
or Bengali. 

42 Proc 13.2.1847, MSS 9925/4. 

43 Proc 21.12.1847, MSS 9925/5. 

44 Proc 28.8.1851, MSS 9925/5. 

45 Proc 27.5.1848, MSS 9925/4. 

46 Proc 2.9.1855, MSS 9925/8. 

46 Proc 10.6.1859, MSS 9925/20. 

48 Proc 1.4.1853, MSS 9925/7. But Superinten¬ 
dent Williamson, the man on the spot, was 
aware of the imprudence of this discrimina¬ 
tion. Both the Kachari and Bengali coolies 
were engaged in the same tasks and they 
worked side by side. Any wage discrimina¬ 
tion would lead to discontent — ‘A former 
attempt to make such discrimination fail¬ 
ed! A practical Williamson suggested, in¬ 
stead, as increase in the pay of women 
workers, a measure which would not disaf- 
fect any class of labour. The relative pro¬ 


ductivity of men and women workers was 
insignificant — ‘in plucking green leaf the 
women only pluck one seer a day less than 
the men’—but the latter ‘are now under¬ 
paid*. Proc 4.5.1853, MSS 9925/7. 

49 Proc 26.2.1842, MSS 9925/2. 

50 Proc 24.3.1843, MSS 9925/3. 

51 Proc 18.7.1846, MSS 9925/4. 

52 Proc 18.2.1848, MSS 9925/4. 

53 Proc 13.4.1848, MSS 9925/4. 

54 Assam Company’s petition to lotd 
Dalhousic, dated 6.6.1853. This petition is 
printed in Mills, A J Moffatt, Reixvrt on the 
Province of Assam, Calcutta, 1854. 

55 Proc 19.11.1853, MSS 9925/7. 

56 The service was withdrawn in May 1857 and 
was not resumed until July 1859. 

57 Proc 1I.8.I85S, MSS 9925/8. 

58 Proc 25.4.1859, MSS 9925/10 

59 Proc 20.10.1859, MSS 9925/10. 

60 The Managing Director sugge.sted an outlay 
of Rs 20,0(X) and ‘if on this expenditure 
1,000 coolies should reach Nazira every year 
the plan would be immediately successful'. 
Proc 15.7.1859, M.SS 9925/10. 

61 Proc 7.11.1859, MSS 9925/10. 

62 Proc 4.1.1860, MSS 9925/10. 

63 The total number of adults sent in this batch 
was 129. Proc 1.2 1860, MSS 9925/10. 

64 The whole question of labour emigration 
to Assam was soon taken up by the Govern¬ 
ment and a Committee was set up fur in¬ 
vestigation. A meeting between (he Direc¬ 
tors of the Compaqy and the Committee 
was arranged on August I, 1861. Proc 
27.11.1861, MSS 9925/11 

South Eastern Roadways 

SOUTH EASTERN ROADWAYS is enter¬ 
ing the market on June 5, with a public issue 
of 6 lakh equity shares of Rs 10 each at par to 
raise long-term finance for its business. The 
company has been promoted by the Goyal 
Group, which is engaged mainly in road 
transport business. The company has entered 
into a long-term contract with Zuari Agro 
Chemicals for the transportation of 36,000 
tonnes of liquid ammonia to Goa over a 
distance of 600 kms. For this propose, the 
company has acquired a fleet of SS special 
tankers. The company is also negotiating 
with various upcoming fertiliser projects in 
the country for tying up such further 
transportation contracts. The company’s 
results for the period ended June 1985 
showed a gross profit of Rs 8.67 lakh. After 
depreciation of Rs II 25 lakh there was a net 
loss of Rs 2.58 lakh. During the subsequent 
8 months ended February 1986, there has 
been a total income of Rs 1.26 crore and 
profit before tax of Rs 24.92 lakh. Accor¬ 
ding to Narendra God. a director, gross 
profit for the full year is expected to be 
around Rs '.0 lakh on a equity base of 
Rs 100 lakh. The board of directors is con¬ 
fident of declaring not less than IS per cent 
divident to the existing shareholders for 
1985-86. For 1986-87, the company has 
assured a dividend of 18 per cent on the 
enlarged eaquity capital. 
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Interest Cost and Rate of Profit 
in Indian Corporate Sector 

k \ M<‘non 

S/ud^' of the behaviour of the average rate of interest or the share of interest cost in the value of production and 
value added, though important in itself, does not provide conclusive evidence of the nature of the interest burden 
borne by industries. This paper seeks to assess the interest burden on the corporate sector against the accepted norm 
of marginal efficiency of capital. Data for the study are taken from the analyses of the Jinances of non-financial 
companies periodically conducted by the Reserve Bank of India and the ICICI. 


THE average rate of interest paid by Indian 
companies showed a secular rising trend over 
the past two decades or so. The interest 
rate paid by medium and large companies 
covered in the Reset ve Bank study on com¬ 
pany finances, for instance, rose from 5.39 
per cent in 1960-61 to 8.62 per cent in 
1970-71 and further to 14.42 per cent in 
1980-81. In the case of medium and large 
private limited companies covered by the 
RBI study the rise was rather sharp from 
6.00 per cent to 15.66 per cent (Table 1). The 
rate of interest borne by the different in- 
dasirial groiip.s, except the medium and large 
private limited companies and small com¬ 
panies, has been lower than the weighted 
average of interest on the loans provided by 
commercial banks which was 13.45 in 
1980-81 as compared with 5.46 in 1960-61. 
This was essentially because the average rale 
or effective rate is influenced by such fac¬ 
tors as concessional clement in the rate struc¬ 
ture, ability to tap low interest sources of 
finance and the lower rates of inteicst 
charged on term loans. The increase in 
average rale of interest was reflected in the 
rising proportions of interest cost in the 
total value of production and value added. 
Illastratively. in respect of medium and large 
public limited companies the share of in¬ 
terest co.st in total salue of production rose 
from 1.49 per cent in 1960-61 to 3.66 per cent 
in 1980-81. The relevant proportion for 
medium and large private limited companies 
in 1980-81 was 3.22 per cent, lor branches 
of foreign companies 2.36 per cent, for 
foreign controlled rupee companies 2.49 per 
cent, and for small, medium and large public 
limited companies covered in the sample of 
ICICI study on company finances 3.81 per 
cent. 

Study of the behaviour of average interest 
rate or the share of interest cost in value of 
production and value added though impor¬ 
tant in itself does not provide conclusive 
evidence as to the nature of the interest 
burden borne by industries. The role of in¬ 
terest rates in production and investment 
finance was subjected to a quantitative treat¬ 
ment in an earlier article (K A Mcnon, “In¬ 
terest Costs in Indian Industries; An 
Econometric Analysis", EPW, May 10, 
1986). In this paper, the extent of interest 
burden is sought to be assessed against the 
accepted norm of marginal efficiency of 

M-44 


capital. The source of data used in this 
article is the regular studies of finances of 
.ton financial companies periodically con¬ 
ducted by the Reserve Bank and the ICICI. 

MARtilNAt F.l H< lUNCY or CAHIIAI AND 
Rah OI iNlERbM 

The two deteiminanis of inducement to 
invest are the rate of interest and marginal 
efficiency ol capital. The marginal efficiency 
of capital primarily on which is dependent 
the fluctuations in investment, is regarded 
as the rate of protit or expected rate of pro¬ 
fit ' The rate of return over cost is taken as 
a measure of efficiency or earning capacity 
of any capital asset. The word efficiency 
refers to the effectiveness or rate of return 
over cost or profitability of a capital asset. 
New investment would be undertaken so 


long as the expected rate of return over cost 
exceeds the rate of interest. When marginal 
efficiency of capital no longer exceeds the 
rate of interest, investments may be adversely 
affected. In classical theory no clear distinc¬ 
tion is made between the marginal efficiency 
of capital and the rate of interest; interest 
is considered as a “rewaid for capital assets” 
and the rate of interest as “the measure of 
marginal productivity” of capital assets.^ It 
was Keynes who made a distinction between 
the two: marginal efficiency of capital he 
regarded as a reward or income derived from 
the ownership of .scarce capital assets and 
interest reward for saving. “The schedule of 
the marginal efficiency of capital may be 
said to govern the terms on which loanable 
funds are demanded for the purpose of new 
investment while the late of interest governs 


TABl.t I: AVFRAt.t- RArEOFiNTERtSI PAID ON TCtlAl. BORROWINGS—MAJOR t .,OU[-S OF C'OMPA.NIES 

(RBI Sample) 

(Percentages) 


Year 

Medium 

and 

Large 

Public 

Ltd 

Compa¬ 

nies 

Medium 

and 

Large 

Private 

Ltd 

Compa¬ 

nies 

I.arge 

Public 

Ltd 

Compa¬ 

nies 

Small 

Public 

Ltd 

Compa¬ 

nies 

Small 

Private 

Ltd 

Compa¬ 

nies 

Branches 

of 

Compa¬ 

nies 

Foreign 

Control¬ 

led 

Rupee 

Compa¬ 

nies 

Weighted 
Average 
of Rales 
of Inter¬ 
est for 
All Com¬ 
mercial 
Bank 
Lending 

(t) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1960-61 

5.39 

6.00 

- 

6.08 


4.54 

5.48 

5.46 

l%l-62 

5.73 

6.34 

- 

6.3S 

- 

S.IO 

3.34 

5.93 

1962-63 

5.88 

6.56 

- 

6.49 

- 

4.16 

5.54 

6.01 

1963-64 

6.31 

7.13 

- 

6.48 

- 

4.47 

6.06 

6.51 

1964-65 

6.% 

7,50 

_ 

7.14 

7.93 

5.08 

6.40 

6.77 

1965-66 

7.68 

8.73 

- 

8.SS 

9.20 

7.47 

7.19 

8.16 

1966-67 

7.93 

8.85 

7.49 

8.96 

9.30 

8.12 

7.30 

8.57 

1967-68 

8.13 

9.21 

7.60 

8.8S 

9.37 

7.82 

7.34 

8.83 

1968-69 

8.16 

9.15 

7.65 

8.78 

9.38 

6.93 

7.56 

8.36 

1969-70 

7.98 

9.03 

7.52 

8.45 

9.48 

6.21 

7.51 

8.32 

1970-71 

8.62 

9.37 

8.16 

8.72 

7.78 

6.51 

7.96 

8.18 

1971-72 

9.31 

10.48 

8.89 

9.64 

10.13 

6.70 

8.87 

9.69 

1972-73 

9.52 

10.51 

9.11 

9.94 

10.16 

6.4S 

9.16 

9.64 

1973-74 

9.59 

10.63 

9.04 

9.58 

10.22 

- 

- 

10.47 

1974-75 

11.66 

12.98 

11.01 

12.46 

12.66 

- 

- 

11.17 

1975-76 

13.09 

14.48 

12.42 

14.23 

- 

- 

- 

14.18 

1976-77 

13.17 

14.80 

12.36 

* 

- 

- 

- 

13.90 

1977-78 

13.33 

14.38 

12.20 

- 

- 

- 


13.78 

1978-79 

12.69 

14.31 

11.61 

- 

- 

- 

- 

12.92 

1979-80 

13.07 

14.68 

11.68 

- 

- 

- 

- 

a75 

1980-81 

14.42 

15.66 

12.84 


- 

- 

- 

13.45 


Note. Interest is divided by the average of outstanding borrowings at the end of previous year 
and current year. 
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the terms on which funds are being currently 
supplied"’ Marginal efficiency of capital, 
according to Keynes, adjusts to the money 
rate of interest 1 he level at which the two 
rates would rest in equilibrium would depend 
upon maiginal cthciencv of capital in the 
sense, new capital assets are acquired until 
the mrginal efficiency equals the rate of in 
leresi All protects with rates ot return higher 
than the cost ot capital are presumably 
acceptable while those with lower rates mas 
be rejected It follows from the foregoing 
discussion that in anv assessment ol the in 
cidencc of interest cost on a Itrm it is 
necessars to view u in iclation to the pro 
fitabtltty rate 

The excess of rewenue over all production 
costs (including depreciation but before 
interest pavment) accrued to an enterprise 
IS apportioned as a reward for the use ol two 
types of capital, \iz, (i) borrowed capital 
(interest) and (ii) equity (profit) Although 
the rate of profit would differ among in 
dustiies It IS possible to think in terms of 
a mean level of the rate The rate of interest 
evident Is pertained to the return on borrow 
ings the repayment ot which is certain 
Return on investment in capital and reiin 
bursctticni ol capital are matters subject to 
consideiabic uncertiinty 

1 he piincipal sources of risk in investment 
aic purchasing power risk, market risk, 
business risk, and linancial risk Business risk 
and financial risk would vary from company 
to company Highei return expected from 
equities v/va-i/s corporate bonds and 
corpoiate bonds M\-a-vii government 
securities could be viewed as the premium 
foi the varving risks as between different 
foims o* investment 'The rati of profit on 
capital itivestnient would tend to be higher 
than the rate of interest on loans I heretore 
in distributing the reward, a criterion that 
IS generally followed as a commeicial prin 
ciple IS that borrowed capital being riskless 
should earn less than equity capital which 
IS risk bearing But the question as to how 
much less it should be is a hard one to 
decide' 

1 Rf-NDS IN Rati oi Rlii rn ami RATf of 
iNTFRtST 

One method to study whether the level of 
interest burden is high or low is to compare 
the rate of return on total capital employed 
(borrowings plus net worth) with the average 
interest paid on total borrowings, here the 
rate of return is equal to the ratio of post¬ 
tax profits plus interest payments to total 
capital employed If the rate of return (r) 
exceeds the average interest rate (0, it could 
be considered as a situation of low interest 
burden Conversely, if < is greater than r, it 
could be considered as a vtuation of high 
interest burden. Here, a word of caution 


should be sounded against th< mechanistic 
application of this norm Besides the quev 
tion of certain fluctuations in individual 
years, there is a special problem in respect 
of the private limited companies and the 
branches of foreign companies, both of 
which have to bear higher rates of taxation 
than the publicly held companies The 
pnvately held nature ot their operations also 
divests the shares ol these companies from 
having any risk piemium and hence the yard 
stick adopted here could not be strictly used 
in their cases In the case of private limited 
and small si/e companies, the incidence of 
losses IS far more than in the case of medium 
and large public limited companies and 
hence the average picture gets distorted 
Besides the sample in their case is obvious 
ly less aaequate and representative than the 
sample for medium and large public limited 
compaiues 

In all project evaluation and such other 
studies It IS a common practice to consider 
return on capital with reference to pre tax 
return But, as tax payments form a fairlv 
sizeable part of the pre-tax profits and as 
they are a permanent feature of coiporate 


finance, we have thought it desirable to work 
out the rate of return with reference to post¬ 
tax profits altogether This, of course, raises 
the question ol discrimination between equt 
ty capital and loan capital in matters of 
corporate taxation, while interest payments 
arc allowed as a deductible expenditure for 
tax purposes, rewards for equity are possi¬ 
ble only after payment of taxes However for 
the sake of comparison and conformity we 
have studied the ratios m relation to pre tax 
position as well 

Macro IFVIi Trfnds 

Thble 2 presents the relevant details of the 
rate of return and average rate of interest in 
respect of the most important segment of 
the corporate scctoi, namely, the medium 
and large public limited companies It is 
evident from the Ihble that during the jsenod 
1960-61—1980 81, the average rate of return 
has been by and large higher than the 
average rate of interest implying that 
throughout the period the interest burden on 
this set ot companies together has been low 
If averages for the three quinquennium 
periods are considered, it is found that the 


Tabi l 2 Comparison of Raff of Rfiurn (r) wirn Avirsoe Rate of Intlrlsi(i) 
(RBI’s Medium and Large Public Limited Companies) 

(All Industries/AII Companies) 

fRs cmre) 


Year 

Total 

Capital 

Employed* 

Total 

Bor¬ 

rowings 

Inter 

est 

Profit 
Before 
lax + 
Interest 

Profit 
After 
Thx + 
Interest 

Rate of Return 

Profit Prolit 

Before After 

Tkx + Tax F 
Interest Interest 
as l^r as Per 
Cent of Cent of 
Total 1otal 

Capital* Capital* 
Fmpio I mpio 
ved yed 

Rate of 
Inter¬ 
est (Inte¬ 
rest as 
Per Cent 
of Total 
Bor 

rowings) 

(1) 

(2) 

(3) 

(4) 

C5) 

(6) 

(7) 

(8) 

(9) 

1960-61 

194146 

727 69 

3711 

254 66 

170 73 

13 12 

8 79 

5 10 

1961-62 

2071 01 

795 47 

43 66 

276 68 

175 83 

M 16 

844 

5 49 

1962-63 

2283 86 

886 63 

4943 

30516 

171 38 

13 35 

7 50 

5 58 

1963-64 

2483 03 

98719 

59 09 

34901 

20111 

14 04 

809 

599 

1964-65 

2703 72 

1113 14 

73 07 

372 72 

221 32 

13 79 

8 19 

6 56 

]%3 66 

3329 30 

145908 

10172 

435 06 

274 45 

13 07 

8 24 

697 

1966-67 

3t88 29 

1792 52 

128 85 

477 73 

310 89 

12 61 

8 21 

719 

1967-68 

4087 85 

1997 32 

154 II 

45419 

305 92 

11 11 

7 48 

7 72 

1968-69 

4317 47 

211698 

167 80 

472 88 

32189 

1095 

746 

7 93 

1969-70 

4584 66 

222913 

173 31 

510 lA 

397 25 

12 45 

866 

7 77 

1970-71 

5323 07 

2644 48 

217 55 

75019 

527 72 

14 09 

9 91 

823 

1971-72 

5639 94 

2774 81 

25240 

817 43 

56160 

14 49 

996 

910 

1972 73 

585905 

2799 45 

265 31 

863 78 

583 75 

14 74 

996 

948 

1973-74 

6343 16 

3022 22 

279 27 

101946 

664 95 

1607 

10 48 

924 

1974-73 

7284 53 

3445 87 

374 73 

1396 00 

896 86 

19 22 

12 35 

1087 

1975-76 

786189 

3945 04 

482 81 

1260 32 

805 45 

1603 

1024 

1224 

1976-77 

833016 

42#7 64 

539 50 

1353 21 

860 90 

16 24 

10 33 

12 70 

1977-78 

8953 82 

461090 

590 84 

1487 14 

972 20 

1661 

10 86 

12 81 

1978-79 

10373 69 

4977 10 

608 70 

1710 30 

1146 99 

1649 

1106 

1223 

1979-80 

10894 86 

5669 86 

696 25 

2120 66 

1455 69 

19 46 

13 36 

12 28 

1980-81 

12476 23 

6595.23 

88418 

2403 07 

1757 89 

1926 

14 09 

13 41 


Noter • Net worth + Borrowings 
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MEDIUM AND I.AECE PUBLIC LIMITED COMPANIES 
ALL Major Groups 


MEDIUM AND Large Public Limited Companies 
PROFIT Making companies Only 


PER CENT 



^margin of r over i persists in three out of four 
quinquenniums, though it has tended to 
decline over the period. The rate of return 
ir) on total capital employed was 8!20 per 
cent for the five year period 1960-61 to 
"1964-65 when the average rate of interest (/) 
rOn total borrowings was 5.74 per cent giving 
a margin of 2.46 percentage point. In the 
\^bsequent two five-year periods both rand 
f increased, though i increased at a slightly 
! faster rate than r. As a result, the margin 
^remained positive, but it got narrowed to 
^0,49 per cent in the second five-year period 
11965-66 to 1969-70; however the margin 
Littiproved to 1.14 per cent in the five-year 
'period to 1974-75. In the quinquennium en- 
i'tiing 1979-80, the trend was reversed and the 
^erest rate exceeded the rate of return by 
,{1,25 percentage point. The foreign controlled 
^bompanies in the group, however, continued 
enjoy a positive margin as before. The rate 
"jof return on the basis of pre-tax profits 
|iemained persistently higher than average 
^terest rate throughout the period. In the 
of ICICI sample the average interest 


rate stood lower than rate of return through¬ 
out the seventies except for a break during 
1975-1978. The adverse position in respect 
of medium and large companies is partly at¬ 
tributable to July 1974 monetary measures 
by the RBI when interest rates were raised 
somewhat sharply than in the past. But as 
OUT analysis in the earlier study indicated it 
is the sharp increase in the cost of inputs that 
has been largely responsible for the erosion 
of prontability during the reference period. 

Ihble 3 presents the relevant igtios in 
respect of major groups and sizes of com¬ 
panies. The important results emerging from 
these data are summarised here. First, in the 
case of the large public limited companies, 
the margin in the form of excess of r over 
I has always been higher than that for the 
medium and large public limited companies. 
The average of the margins during 1965-70 
and the quinquennium period ending 1975 
did not get narrowed iiL respect of the large- 
size companies, the respective margins, being 
1.33 percentage points and 1.50 percentage 
point! Unlike in the case of the n^um and 


large public limited companies, the i did not 
exceed r even in 1968-69. Also, though in 
1975-76 and 1976-77 rate of rcturit was lower 
than average interest rate the margin has 
been rather thin (at about 0.83 and 1.1 
percentage point) compared with that of the 
medium and large companies (at 2.00 
percentage points in 1975-76). In short, it 
could be said that the large-size companies 
always incurred lower average rate of interest 
(0 Md earned higher rate of return (r) than 
the'medium and large public limited com¬ 
panies put together. 

Secondly, the margin representing the 
excess of r ^ / has been highest in the case 
of foreign-rantrolled rupee companies. This 
margin has ranged from 2.0 percentage 
points to over 5.0 percentage points. It seems 
that the beneflts of cheap money policy 
obtained throughout the first two and a half 
decades of planning in IiuUa have gone in 
fkvour of the laige-sized public limited com¬ 
panies uid mote significantly in favour of 
the foreign-controUed rupee companies. 
Thirdl]4 in the case of the E^ura and large 
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private Utnited companies, eacept in the early 
sixties the rate of return was less than the 
average rate of interest paid. In respect of 
small public limited companies and small 
tulvate limited companies, the phenomenon 
of rate of return exceeding rate of interest 
was hardly found since the beginning of the 
sixties. While it is difficult to conclude from 
these date that interest burden has been high, 
in respect of the private limited companies 
and the smalUsize companies alone, there is 
nevertheless no gainsaying that the burden 
has certainly been relatively higher in respect 
of the private limited companies and the 
small'size and branches of foreign com¬ 
panies. We would not conclude that interest 
burden is high in their cases because their 
pre-tax (r) is sizeabiy higher than post-tax 
(r) for the reasons that they bear a relative¬ 
ly high incidence of taxation and that there 
are misgivings regarding the published 
figures of profits of the private limited com¬ 
panies whrh are closdy held in nature, 
whose shares are not quoted in the stock ex¬ 
changes. Therefore, one should be cautious 
in mechanically applying the norm prescrib¬ 
ed above. 


INDUSIRYWISE TRENDS 


TaSLE 3; COMMRISON OF RATE OF RETURN (r) WITH AvERAOE RaTE OF INTEREST (i) 


(R>r All Major Groups) 

(Percentages) 



Medium and Large 

Large Public 

* Small Public 

Small Private 

War 

Private Limited 

Limited 

Limited 

Limited 


Companies 

Companies 

Companies 

Companies 


1 

r 

I 

r 

1 

r 

1 

r 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1960-61 

5.57 

9.83 



5.86 

6.72 



1961-62 

6.19 

9.67 

- 

- 

6.15 

6 35 

- 

- 

1962-63 

6.25 

8.22 

- 

- 

6.08 

5.39 


- 

1963-64 

7.16 

8.23 

- 

- 

6.39 

5.81 

7.01 

6.00 

I964-6S 

7.11 

8.94 

- 


6.75 

6.65 

7.59 

6.52 

196S-66 

8 02 

8.72 

6.62 

8.56 

7.67 

7.00 

8.15 

7.72 

1966-67 

8.44 

8.42 

6.69 

8.60 

8.70 

7.39 

9.01 

8.37 

1967-68 

8.81 

7.89 

7.17 

8.06 

8.45 

6.47 

9.20 

6.19 

1968-69 

8 92 

7.91 

7.47 

7.93 

8.25 

4.84 

9.00 

5.66 

1969-70 

8.75 

(.29 

7.37 

9.11 

8.13 

4.70 

8.87 

6.76 

1970-71 

9.16 

7.89 

7.94 

10.19 

8.64 

5.13 

8.77 

7.51 

1971-72 

9.98 

8.53 

8.70 

9.97 

9.31 

5.10 

9.49 

6.72 

1972-73 

10 22 

9.07 

8.99 

9.41 

9.80 

5.32 

9.84 

6.78 

1973-74 

1012 

10.66 

8.75 

10.12 

9.01 

6.25 

9.77 

9.17 

1974-75 

12 46 

11.18 

10.33 

12.47 

12.11 

13.01 

1109 

10.59 

1975-76 

14 48 

10.41 

11.46 

10.63 

- 

- 

- 

- 

1976-77 

14 80 

11.12 

11.92 

10.81 

- 

- 

- 

- 

1977-78 

14 58 

11.55 

12.20 

10.96 

- 

- 

- 

- 

1978-79 

13 32 

10.86 

11.61 

11.81 


- 


- 

1979-80 

13.99 

13.70 

11.68 

12.99 

- 

- 

- 

- 

1980-81 

14 92 

14.02 

12.84 

13.79 

- 

- 

- 

- 


The data on trends in T and ‘r’ in respect 
of major industries are presented in Ikble 
4 An analysis of these data brings out that 
even on a post-tax basis these were many 
individual industries whose rate of return 
generally exceeded the rate of interest paid 
by them. They are; coffee plantations, 
mining and quarrying (other than coal 
mining), silk and rayon textiles, transport 
equipment, electrical machinery, foundaries 
and engineering workshops, basic industrial 
chemicals, medicine and pharmaceuticals, 
other chemical products, paper and paper 
products, tobacco, electricity and shipping. 

On the other hand, the traditional in¬ 
dustries like tea, and rubber plantations, 
sugar, cotton and jute textiles, iron and steel 
and cement, have shown vast fluctuations 
in their fortunes, though the value of r ex¬ 
ceeded i in many years (Ihble 4). The edible 
oil (including vanaspatl) industry has 
generally experienced higher r over < except 
for sharp reductions in the former in 
1963-64, in 1967-68 and for two consecutive 
years in 1971-72 and 1972-73. Jute textiles 
had shown higher margin in the first half 
of the sixties but generally showed depress¬ 
ed conditions except for periodical buoyan¬ 
cy. On the other hand, cotton textiles had 
experienced very low r values in the sixtira, 
but made gradual recovery in the early seven¬ 
ties, replacing the adverse margin of the six¬ 
ties. The rate of return suffered a set-back 
in 197S-76 through 1977-78 but improved 
thereafter. Industries like onnent and iron 
and steel, which have been under price and 


Notes, r = Rate of return represented by profit after tex i- interest as per cent of total capitel 
employed. 

I = Rate of interest represented by interest as per cent of total borrowings 


Table 3 Concluded 


(Percentages) 


Year 

Branches of 
Foreign 
Companies 

Foreign 

Controlled 

Companies 

ICICI Sample Companies 

Public Ltd Private Liituted 

Companies Companies 

1 

r 

i 

r 

i 

r 

1 

r 


(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

(16) 

(17) 

1960-61 

4.98 

5.34 

5.08 

10.83 

- 

- 


— 

1961-62 

5.10 

3.29 

4.91 

10.46 

- 


- 

- 

1962-63 

3.27 

5.72 

3.13 

8.63 

* 

- 

- 

- 

1963-64 

4.59 

4,97 

5.85 

8 47 

- 

- 

- 

- 

1964-65 

5.02 

4.76 

6.13 

10.13 

- 

- 

- 

- 

1965-66 

8.64 

4.61 

6.50 

9.76 

- 

- 

- 

- 

1966-67 

7 83 

4.42 

6.47 

9.88 

- 

- 

- 

- 

1967-68 

7.44 

4.84 

6.95 

9.52 

- 

- 

- 

- 

1968-69 

6.01 

2.89 

7.46 

9.13 

- 

- 

- 

- 

1969-70 

6.32 

4.33 

7.48 

10.91 

- 

- 

- 

- 

1970-71 

6.28 

9 5.79 

7.79 

11.52 

- 

- 

- 

- 

1971-72 

6.75 

6.21 

8.75 

11.56 

8.78 

10.05 

9.41 

10.60 

1972-73 

6.64 

8.56 

9.23 

I1J9 

9.25 

9.89 

9.44 

10.08 

1973-74 

- 

- 

- 

- 

8.94 

10.29 

9.42 

10.43 

1974-73 

- 

- 

- 


10.11 

12.10 

11.08 

12.36 

1973-76 

- 

- 

10.39 

12.41 

11.61 

10.86 

12.63 

11.22 

1976-77 

- 

- 

11.61 

13.48 

11.44 

10.56 

- 

- 

1977-78 

- 

- 

11.11 

12.30 

11.49 

11.00 


- 

1978-79 

- 

- 

11.52 

13.49 

10.80 

11,72 

- 

- 

1979-80 

- 

- 

11.54 

13.94 

10.97 

12.62 

- 

- 

198041 

* 


12.67 

14.78 

12.26 

13 21 


mm 


Notes', r « Rate of return represented by profit afte tax + interest as percent of total capitel 
employed: 

/ • Rate of interest lepietemtd by interest as per cent of total borrowings. 
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^stnbution conliots foi xYiew funsVied pro¬ 
ducts, have of late suffered erosions in pro- 
fiti though cement had always enjoyed a 
positive margin of r over i till the early seven¬ 
ties; thereafter rate of return remained 
depressed. Aluminium industry experienced 
wide fluctuations in the rate of return par¬ 
ticularly after 1970-71. 


Trends in promt-Making Industries 

The picture presented above pertains to a 
conglomerate of profit-making and loss- 
making companies and as such suffen from 
the flaw of aggregation of the data par¬ 
ticularly for the figures of total profits and 
profitability ratios of the corporate sector, 


the absolute losses of loss-making com¬ 
panies get offset against the profits of profli- 
' making companies, while the numerators the 
total capital employed related to-the totality 
of the relvent groups. Theiefore; certain 
obvious distortions affect the average pic¬ 
ture. With a view to obviating these distor¬ 
tions, we have compiled the rate of return 


Tabli 4; Rate of Return (r) and Averaof Rate of Interest (i) 
(Imer-lndustry Comparison) 


(Percentages) 


Ysar 

Tfca 

Plantation 

Coffee 

Plantation 

Rubber 

Plantation 

Grains and 
Pulses 

Mining and 
Quarrying 
(Other than 
Coal Mining) 

Edible Vegetable 
and Hydro¬ 
genated Oils 

Sugar 

1 

r 

i 

r 

1 

r 

i 

r 

1 

r 

i 

r 

i 

r 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

1960-61 

7.34 

8.97 

8.00 

10.00 

6.90 

10.47 

4.12 

13.24 

5.86 

7.47 

5.35 

7.70 

4.68 

7.71 

1961-62 

6 31 

5.97 

7.55 

4.63 

8.00 

7 42 

4.96 

7.04 

4.82 

3.03 

6.24 

6.18 

5.68 

6.38 

1962-63 

7.24 

6.25 

909 

7.84 

9.52 

8.05 

5.55 

5.49 

5.00 

4.63 

6.55 

6 72 

7.54 

5.54 

1963-64 

6.64 

5.47 

9.30 

11.40 

14.29 

9.72 

6.75 

7 08 

5.66 

2.86 

6 85 

5.45 

8.25 

5.38 

1964-65 

8.13 

600 

811 

10 98 

8.33 

8 96 

7.37 

12.68 

609 

4 88 

7 32 

8.26 

6.83 

7.20 

1965-66 

7.71 

6.15 

6 52 

8.83 

11.11 

15.05 

6.06 

7 97 

6.83 

8.14 

8.70 

9.53 

6.61 

8.59 

1966-67 

8.94 

7 35 

9 30 

11.76 

11.11 

2218 

19.05 

10.20 

7 08 

8.78 

11.05 

11.99 

7 51 

6 85 

1967-68 

7.82 

7.80 

11.54 

813 

8.70 

H07 

5.33 

5.o7 

7.62 

15.47 

11.89 

6.29 

10.48 

6.19 

1968-69 

8 52 

5 02 

11.11 

6.50 

12.00 

13 67 

7.34 

4.51 

6.87 

11.75 

10.29 

13.14 

9.26 

11.06 

1969-70 

7.92 

5.21 

10 53 

9.52 

8.33 

19 37 

8.93 

4.26 

6.90 

964 

9.46 

13.28 

6.98 

717 

1970-71 

9 33 

9 67 

4.35 

9.57 

8.89 

1013 

8 56 

6 35 

7.09 

10.10 

8.75 

8.42 

7.30 

6.18 

1971-72 

9.56 

8.27 

5.66 

12.06 

8.33 

8 71 

9.64 

7.18 

7.27 

9.30 

9 67 

3.68 

11.22 

10.71 

1972-73 

917 

7 19 

13 64 

9.08 

10.23 

8.89 

11.95 

0.75 

7.61 

10.34 

10.64 

6.94 

14.04 

15.81 

1973-74 

10.34 

9.23 

7 84 

II 10 

11.76 

7.73 

12.58 

2.68 

7.96 

10.22 

11.37 

16.03 

9 21 

9.92 

1974-75 

1218 

14.71 

12 79 

14 93 

1146 

9 33 

13.71 

7 84 

8 83 

13.02 

12.54 

15.86 

10.83 

1023 

1975-76 

14.36 

13.43 

16.67 

13.28 

11 82 

11.15 

14.48 (- 

)229 

6.47 

11.20 

15.13 

11.67 

13.48 

7.16 

1976-77 

15.37 

18.17 


- 

- 


- 




11.96 

12.95 

18 33 

14.05 

1977-78 

12.78 

20.40 

- 

- 



- 

- 


- 

15.70 

16.83 

14.38 

8.76 

1978-79 

9.34 

9.18 

- 


- 

- 

- 



- 

16.08 

12.43 

12.72 

4.17 

1979-80 

13.22 

11.58 

- 

- 

- 


- 

- 

- 

- 

14.15 

14.11 

15.73 

10.27 

1980-81 

12.91 

8.32 

- 

- 

- 

- 


- 

- 


11.24 

13.47 

22.84 

21.61 

Tabi e 4 

CONIINUFD 



























(Percentages) 


Tobacco 

Cotton Textiles 

Jute Textiles 

Silk and Rayon 

Woollen Ibxliles 

Iron and Steel 

Aluminium 

Year 







Textiles 








1 

r 

1 

r 

i 

r 

i 

r 

1 

r 

i 

r 

i 

r 


(16) 

(17) 

(18) 

(19) 

(20) 

(21) 

(22) 

(23) 

(24) 

(25) 

(26) 

(27) 

(28) 

(29) 

1960-61 

9 47 

8.75 

5.94 

10.52 

4.12 

6.20 

4.89 

12.30 

7.95 

14.45 

4.26 

7.83 

6.29 

11.34 

1961-62 

6.22 

6.87 

6.63 

3.16 

4.52 

2.03 


mm 


15.90 

4.65 

7.78 

4.96 

10.06 

1962-63 

5.26 

7.78 

5 87 

3.17 

4.83 

10.07 

6.23 

7.63 

6.82 

12.86 

4.78 

9,71 

5.63 

11.16 

1963-64 

10.93 

4.68 

6.87 

3.46 

5.50, 

7.94 

6.53 

9.48 

6.97 

11.49 

4.56 

10.87 

7.44 

11.16 

1964-65 

10.53 

6.89' 

716 

3.93 

6.32 

4.50 

6.87 

10.28 

8.33 

10.64 

7.05 

9.51 

7.01 

11.94 

1965-66 

15.17 

9 46 

7.58 

4.71 

7.39 

5.89 

8.47 

12.24 

8.91 

6.69 

6.02 

7.85 

4.52 

11.40 

1966-67 

13.95 

8.24 

8 62 

7.10 

7.83 

2.64 

7.35 

14.64 

8.78 

4.37 

4.65 

5.43 

5.01 

10.17 

1967 68 

6 71 

8 89 

8.40 

5.94 

9.05 

1.43 

8.07 

14.32 

10.75 

1.05 

6.15 

4.74 

5.81 

9.46 

1968-69 

7 37 

10 20 

8.88 

5.33 

8.97 

4.40 

7 27 

14 00 

11.21 

7.75 

6.89 

5.94 

6.48 

8.65 

1969-70 

8.42 

9 95 

?.02 

7.97 

8.52 

3 51 

6.52 

13.86 

9.66 

9.37 

6.51 

5.30 

6.89 

12.77 

1970-71 

812 

1009 

9.43 

1217 

9.65 

7.77 

8.54 

13.90 

11.40 

11.85 

7.20 

6.66 

7.62 

16.26 

1971-72 

7 91 

10 66 

80.00 

7.59 

10.21 

12.30 

9.05 

12.84 

11.07 

12.30 

810 

4.63 

7.16 

12.18 

1972-73 

5 54 

6 95 

TO 88 

10.63 

9.79 

6.90 

9.33 

12.64 

10.91 

10.39 

8.11 

2.94 

6.91 

8.36 

1973-74 

6.34 

7.91 

10.69 

15.83 

9.33 

1.90 

7.89 

13.30 

9.98 

11.37 

8.25 

5.52 

6.90 

4.29 

1974-75 

4.67 

6 38 

12.17 

12.25 

13.90 

13.16 

11.92 

18.46 

15.30 

10.38 

8.57 

7.78 

8.43 

1.88 

1975-76 

5.94 

6 92 

14.21 

4.75 

16.72 

6.56 

11.76 

10.22 

19.62 

15.44 

10.32 

6.72 

8.64 

6.72 

1976-77 

8.41 

914 

14.41 

5.82 

15.67 

-0.65 

1319 

8 91 

13.62 

12.61 

- 

- 

11.45 

12.32 

1977 78 

1009 

9.82 

14.04 

10 22 

14.71 

0.44 

14 57 

7 97 

15 45 

14.64 

- 

- 

10.76 

1.22 

1978 79 

1147 

10 34 

14.11 

16.13 

13 15 

5.26 

15.55 

12.12 

15.34 

14.44 

- 

- 

11.23 

6.70 

1979 80 

12 72 

11.26 

13.77 

16.87 

15.13 

31.67 

15.90 

11.63 

14.20 

9.27 

- 

- 

7.38 

3.66 

1980-81 

14.04 

12.67 

14.09 

15.04 

15.47 

18.90 

19.26 

8.25 

14.83 

5.98 

- 

- 

8.52 

0.75 
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(r) and the average rate of interest (i) for the and large public and private limited com point in that year as compared with the 

profit making companies only These data panies, which implied a low interest burden average margin of 2 6 percentage points for 

are presented in Tables 5 and 6 However the phenomenon ol low interest the piecedmg five year period 1970 71 to 

It IS revealing that if only the profit rate was in evidence even in 1975 76 onl> in 1974 7s Thus it is evident that the corporate 

making companies data arc considered the the case ol public limited companies and not sector has been enjoying a rising proportion 
rate of return persistently stood higher than in private companies The margin ol excess of reiui n on capital (r) as compared with the 

rate ol interest both in the case of medium r ovci / works out to over I 0 percentage average rate ol interest paid i It is notewor 

1 Mil 1 t ( OMIM H) 

11 ntuu 

Other Transport [Iccliical Machinery Iinindaiics Iciioiis Non Uasic liidusiiial 

Non Itirous liiuipmciit Machinerv (Non and Icrious Chcinit.ils 

Veil Metals Apparatus and LIcetrical bnginceiing Met il Piodiicis 

\pplianccs or Transport) Workshops 

iriririiiririi 



(10) 

(31) 

(32) 

(31) 

(34) 

(31) 

(36) 

(37) 

(18) 

(39) 

(40) 

(41) 

(42) 

(41) 

I960 61 

7 09 

11 12 

4 92 

5 81 

4 91 

10 16 

1 09 

10 91 

6 61 

7 10 

1 19 

9 27 

1 21 

11 41 

1961 62 

7 19 

10 82 

1 26 

1 11 

1 47 

9 9'’ 

1^) 

10 06 

1 84 

7 '8 

7 08 

8 99 

4 49 

10 26 

1962 61 

S '’S 

8 81 

1 O'" 

103 

6 11 

)0S 

s 11 

8 14 

6 61 

8 14 

1 79 

S02 

1 61 

X |9 

1961 61 

1 10 

9 01 

1 11 

5 79 

6 17 

11 6’ 

6 II 

9 91 

6 84 

966 

7 II 

8 60 

1 14 

X 17 

1964 61 

8 ■’4 

1160 

6 1"’ 

7 68 

7 22 

II II 

6 22 

9 74 

6 92 

10 01 

6 91 

10 14 

6 ■’2 

9 1’ 

1961 66 

8 41 

1191 

7 07 

10 20 

■' 78 

II 09 

'02 

8 18 

6 41 

9 17 

7 14 

10 is 

7 14 

X 2s 

1966 f 

6 16 

7 28 

700 

9 46 

7 48 

II 21 

7 80 

7 29 

■'61 

7 (K) 

■* ^2 

8 SI 

6 10 

9 Is 

1967 6g 

6 18 

6 26 

7 11 

8 41 

8 18 

8 ’9 

8 10 

19/ 

8 ■'2 

1 19 

8 16 

•’ I-* 

1 12 

7 P 

I96h 69 

6 12 

1 19 

7 84 

■’ 10 

8 12 

f 19 

8 •’7 

6 62 

9 11 

1 81 

X 16 

6' 

•’ 12 

6 10 

1969 ■’0 

8 62 

10 19 

7 61 

660 

8 71 

S 61 

7 64 

8 26 

8 69 

9 '2 

8 18 

8 41 

fl 

9 24 

ly’d 71 

8 28 

9 81 

8 17 

8 86 

8 11 

10 6'( 

8 07 

8 20 

6 41 

11 7S 

8 72 

11 09 

' ’X 

II P 

1971 72 

II 2'’ 

|1 88 

9 71 

9 10 

9 42 

12 19 

9 67 

864 

•’90 

10'1 

9 16 

10 89 

S 1| 

12 12 

1972 71 

11 28 

14 09 

10 44 

8 88 

9 16 

10 4s 

10 41 

10 19 

6 71 

8 IS 

10 r 

lot)"’ 

S 41 

11 61 

19" 1 ■’4 

12 12 

II 97 

904 

8 41 

10 04 

18 08 

9 88 

10 89 

’ '9 

10 60 

10 01 

10 99 

s ^2 

12 69 

lU’a 71 

14 11 

18 19 

II 14 

10 24 

12 IW 

II '’4 

11 12 

PO? 

II 81 

14 12 

II ■'4 

12 |S 

9 69 

1 11 

19^1 ■'6 

14 •’2 

8 70 

11 64 

12 2s 

14 22 

II 61 

11 4’’ 

14 11 

14 S9 

10 24 

14 24 

8 18 

10 SS 

14 1. 

1976 7 

16 40 

11 16 

1149 

1141 



|1 61 

14 14 





P ■'1 

12 ■’S 

IM'*' “'h 

11 61 

7 

11 is 

11 61 



11 82 

11 '2 





1 ’ 

11 XI 

1 )7« -’9 

11 9s 

12 4( 

11 67 

14 68 



11 41 

14 M 





12 41 

14 91 

I9'’9 SO 

16 29 

II 81 

12 46 

11 10 



11 01 

14 46 





II M 

114 

I9MI SI 

IS 92 

9 I’ 

r 16 

19 21 



1' 26 

11 97 





P 16 

12 9| 
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Medicine ind Otiici Cciiuni I'oitcis 1 hiiia Kiihbcr ind I’lpci tiid HccIikiiv Shipping 
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(44) 

(41) 

(46) 

(47) 

(48) 

(49) 

(50) 

(51) 

(52) 

(51) 

(14) 

('5) 

(16) 

(57) 

(58) 

(19) 

I960 61 

1 10 

|1 (P 

s 16 

10 31 

6 03 

7 30 

2 00 

1 20 

6 47 

8 91 

101 

S 41 

4 84 

7 61 

1 10 ( 

xni 

1961 62 

1 16 

II 90 

1 84 

9 16 

1 91 

7 40 

181 

11 01 

1 66 

10 42 

1 11 

•’ 18 

4 80 

7 09 

1 07 

0 82 

1962 61 

191 

9 6s 

6 44 

10 48 

6 70 

8 67 

5 79 

II 48 

6 ■'6 

4 16 

1 61 

6 61 

4 84 

8 |1 

1 11 

1 20 

1961 64 

1 86 

10 06 

6 27 

866 

1 86 

8 14 

6 O’ 

■' 66 

1 91 

7 02 

4 86 

7 11 

4 80 

7 64 

1 19 

3 80 

1964 61 

' 04 

12 96 

7 10 

8 10 

6 11 

■’ 81 

■’ 19 

4 44 

7 88 

9 61 

191 

S98 

4 99 

1 62 

1 14 

4 61 

1961 66 

■’ 11 

14 14 

6 41 

10 41 

6 18 

9 28 

7 21 

1 29 

•’ 69 

9 81 

6 71 

162 

1 '2 

8 61 

1 19 

198 

1966 6’ 

X01 

14 11 

6 91 

9 77 

7 37 

11 92 

7 4f. 

s 41 

’ ’4 

II 19 

7 08 

6 X8 

160 

6 41 

1 19 

120 

1967 68 

809 

12 14 

8 41 

9 41 

6 72 

9 88 

7 91 

4 II 

8 1(1 

12 94 

■'69 

1 81 

6 12 

7 20 

4 14 

641 
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thy that the position of this margin in respect 
of the medium and large private limited 
companies also undergoes a change when 
the profit-making companies alone among 
them are considered (see Table 5). It is found 
that for ail the years from 1970-71 to 1974-75 
(the data for the subsequent period are not 
available), there emerged a 2.0 percentage 
points positive margin in the form of excess 
r over /, which is quite contrary to the posi¬ 
tion obtained for all medium and large 
private limited companies. 

Industry-wise data for profit-making 
industries are available only for the period 
1970-71 to 1975-76. They are presented m 
Table 6. The rate of return stood higher than 
the rate of interest in the case of all the 
profit-making industries, with the exception 
of iron and steel and grains and pulses, in 
almost all the years. Many of the capital 
intensive industries in the profit-making 
group, such as the entire engineering group 
including machinery (electrical and non¬ 
electrical), motor vehicles, machine tools and 
transport equipment, fertilisers and ail 
chemical groups, cement, paper and paper 
products, aluminium, electricity generation 
and shipping have ^hown a positive margin 
even in 1975-76. The profit-making units in 
the traditional industries, on the other hand, 
showed some deterioration in the rate of 
return (r) and hence adverse margin in 
1975-76. They arc all agriculture-based in¬ 
dustries such as tea, coffee, and rubber plan¬ 
tation!), vanaspati, cotton and jute textiles, 
sugar and tobacco. The position of margin 
has, however, considerably improved in the 
case of these industries, as also in the case 
of inw and steel as compared with the posi¬ 
tion for all units in these industries. In the 
case of iron and steel, for instance, the rate 
of return (r) improved from 8.85 per cent in 
1974-75 to 10.15 per cent in 1975-76 while 

Table 5: Comparison of Rate of Return (r) 

WITH Average Rail of Interest (I) 
(Profit Making Companies Only) 


{Percentage) 


Year 

Medium and 
Urge 

Public Limited 
Companies 
i r 

Medium and 
Urge 

Private Limited 
Companies 
i r 

(1) 

(2) 

(3) 

(4) 

(5) 

1970-71 

8.27 

11.35 

9.23 

11.15 

1971-72 

8.93 

11.16 

10.00 

12.49 

1972-73 

9.50 

11.53 

10.51 

12.62 

1973-74 

9.24 

12.02 

10.37 

13.95 

1974-75 

10.67 

13.80 

12.77 

13.42 

1975-76 

11.84 

12.91 

14.79 

13.42 

1976-77 

12.47 

12.86 

— 

— 

1977-78 

12.82 

13.06 

... 


1978-79 

11.02 

14.33 

— 

— 

1979-80 

12.73 

14.79 

— 

— 

1980-81 

1.1.46 

15.51 

— 

— 


the average rate of interest (r) increased from 
8.57 per cent to 10.84 per cent. Hence, the 
adverse margin in 1975-76 at 0.69 point was 
considerably lower than the negative margin 


of 3.60 percentage points for the same year, 
for all units including loss making units. 

To sum up, judged against the norm of 
marginal efTiciency of capital interest burden 


Table 6: Comparison of Rate of Return (r) with Average Rate of Intrest (I) 
(RBI’s Medium and Urge Public Limited Profit Making Companies only) 

{Percentages) 


Year 

■Ra 

Plantation 

Coffee 

Plantation 

Rubber 

Planatation 

i r 

Grains and 
Pulses 

Edible 

Vegetables and 
Hydrogenated 
Oils 

i 

r 

i 

r 

i 

r 

1 

r 

1970-71 

9.43 

10.96 

4.33 

9.65 

8.70 

12.55 

8.19 

6.91 

9.61 

11.60 

1971-72 

9.60 

9.46 

5.77 

14.15 

8.33 

9.81 

9.29 

7.54 

9.23 

5.71 

1972-73 

9.13 

10.36 

15.15 

11.79 

8.09 

10.62 

16.98 

7.04 

11.38 

13.25 

1973-74 

11.75 

11.95 

7.84 

12.62 

12.28 

8.08 

12.50 

3.08 

10.63 

16.26 

1974-75 

12.02 

15.28 

12.79 

15.68 

13.04 

10.56 

13.71 

9.21 

13.17 

16.74 

1975-76 

14.76 

14.19 

18.18 

13.71 

14.89 

12.79 

16.67 

13.33 

15.62 

14.75 

r SHI 1 6 t'OMIM to 








{Percentages) 










Silk and Rayon 

Year 

Sugar 

Tobacco 

Cotton Textiles 

Jute Textiles 

Textiles 


i 

r 

1 

r 

i 

r 

i 

r 

i 

r 

1970-71 

7 08 

6.56 

8.12 

10.94 

9.42 

3.59 

9.53 

10.20 

8.45 

14.13 

1971 72 

11.05 

11.75 

10.86 

II.S4 

9,71 

9.65 

9.88 

14.08 

8.99 

12.73 

1972 73 

13 7S 

16.98 

8.94 

8.25 

10.70 

11.30 

9.63 

11.25 

9.29 

12.79 

1973-74 

8.77 

11.41 

9.27 

9.60 

10.56 

15.48 

8.65 

10.36 

i.n 

13.14 

1974-75 

10.07 

12.07 

9.78 

9.54 

11.83 

13.50 

13.84 

15.56 

11.64 

18.49 

1975-76 

12.38 

12.03 

11.57 

10.76 

13.32 

12.14 

15.20 

»4.46 

11.94 

10.70 

1 AHi 1 6 Coni iNiito 








(Percentages) 






Machinery 






Woollen 



Other than 





Year 

Textiles 

Beverages 

Transport 

Iron and Steel 

Aluminium 


i 

r 

i 

r 

i 

r 

i 

r 

i 

r 

1970-71 

12 80 

12.73 

7.06 

8.23 

8.87 

11.75 

7.20 

6.28 

7.62 

16.19 

1971-72 

11.07 

12.30 

8.79 

10.47 

9.68 

11.74 

8.10 

4.63 

7.16 

12.18 

1972-73 

10.91 

10.39 

10.65 

13.02 

10.31 

12.74 

8.63 

6.37 

6.91 

8.36 

1973-74 

9.98 

11.37 

11.18 

13.58 

9.80 

11.93 

8.91 

6.05 

6.98 

6.55 

1974-75 

14.64 

11.36 

13.23 

13.41 

11.18 

13.48 

8.57 

8.8S 

8.29 

8.94 

1975-76 

17.99 

16.27 

15.20 

11.03 

13.36 

14.96 

10.84 

10.15 

8.57 

9.11 

Table 6 Continued 








(Percentages) 

Yfear 

Non-Ferrous 

Motor 

Railway 

Other Transport 

Electrical 


Metals 

Vehicles 

Equipnient 

Equipment 

Machinery 


i 

r 

i 

r 

i 

r 

i 

r 

i 

r 

1970-71 

8.83 

11.90 

8.82 

10.58 

7.27 

10.11 

7.04 

9.34 

8.47 

11.65 

1971-72 

12.14 

14.37 

9.75 

10.10 

10.33 

11.22 

9.19 

9.97 

9.51 

12.89 

1972-73 

11.44 

14.98 

11.11 

11.65 

10.00 

9.71 

8.14 

9.19 

9.51 

11.64 

1973-74 

12.32 

11.97 

8.69 

11.23 

10.00 

9.63 

9.76 

10.64 

10.32 

12.39 

1974-75 

14.82 

19.46 

10.92 

12.82 

16.42 

14.00 

11.15 

13.23 

12.13 

14.03 

1975-76 

13.81 

12.06 

13.35 

15.75 

14.63 

13.56 

14.01 

10.41 

14.27 

14.63 

Table 6 Coni inued 








(Percentages) 

Year 



Foundaries and 

Ferrous and 








Engineering 

Non-Fbrrous 



Chemical and 


Machine Ibol 

IMarkshdps 

Metal Products 

> Eiigin««riag 

FiertiliseT 


i 

r 

i 

r 

i 

r 

i 

r 

1 

r 

1970-71 

8.24 

11.65 

9.56 

15.08 

8.87 

12.52 

8.77 

11.90 

7.11 

li.is 

1971-72 

10.54 

13.35 

9.50 

13.52 

9.10 

12.01 

9 .S 6 

11.86 

8.10 

13.63 

1972-73 

8.22 

13.53 

9.27 

11.69. 

10.47 

11.01 

10.06 

11.77 

8.22 

17 A4 

1973-74 

9.51 

18.72 

11.05 

13.43 

lom 

11.70 

9.88 

12.03 

7.48 

9.81 

1974-75 

11.15 

13.40 

11.91 

15.39 

11.76 

12,88 

11.51 

13.67 

8J3 

21.39 

1975-76 

12.22 

14.56 

15.35 

13.16 

13.74 

11.96 

13.84 

14,40 

g.S9 

19.SS 
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Yhar 

Dyes and 
Dyestuff 

Other Basic 
Industrial 
Chemicals 

Basic Medicine and 

Industrial Pharmaceutical 
Chemicals Preparations 

IVansport 

Equipments 

i 

r 

i 

r 

i 

r 

i 


i 

r 

1970-71 

8.71 

12.79 

7.87 

13.87 

7.64 

12.80 

8.09 

14.42 

8.71 

13.83 

1971-72 

9.68 

10.63 

7.65 

14.32 

8.07 

13.77 

9.04 

14.32 

9.72 

13.24 

1972-73 

10.39 

13.10 

8.39 

13.37 

8.36 

14.89 

6.64 

14.35 

10.89 

11.45 

1973-74 

9.48 

14.28 

8.90 

15.34 

8.47 

13.50 

10.27 

13.51 

8.77 

11.17 

1974-75 

12.77 

16.29 

9.54 

16.29 

9.67 

17.68 

12.08 

13.46 

10.95 

12.86 

1975-76 

13.45 

13.69 

11,13 

12.99 

10.71 

13.41 

13.21 

13.83 

13.40 

13.32 

TABI.r 6 CONTINOEO 








(Penentages) 

Year 







Rubber and 




Other Chemical 




Rubber 

Paper and 


Products 

Chemicals 

Cement 

Products 

Paper Pioducts 


i 

r 

i 

r 

i 

r 

i 

r 

1 

r 

1970-71 

7.94 

11.58 

7.72 

12.88 

7.92 

10.81 

8.32 

12.24 

9.49 

13.78 

1971-72 

9.44 

12.51 

8.37 

13.68 

8.47 

9.73 

8.97 

12.23 

8.89 

13.44 

1972-73 

9.27 

10.20 

8.81 

13.93 

8.36 

8.72 

13.32 

14.26 

8.84 

11.76 

1973-74 

9.21 

11.11 

8.84 

13.10 

8.81 

4.93 

16.38 

13*14 

9.00 

12,17 

1974-75 

11.49 

12.92 

10.33 

16.21 

11.36 

9.48 

11.87 

13.08 

11.49 

17.77 

1975-76 

13.16 

13.24 

11.79 

14.78 

10.31 

13.30 

15.23 

14.14 

15.14 

15.48 

TaBI r 6 CONCLUDLD 








{Percentages) 

Year 




Electricity Generation 





Glass and Glass IVare 


and Supply 


Shipping 


i 


r 


i 

r 


i 


T 

1970-71 

9.03 


11.68 

6.90 

8.16 


4.71 


9.76 

1971-72 

10.30 


15.83 


7.15 

8.47 


4.67 


8.76 

1972-73 

8.89 


11.84 

7.84 

8.21 


4.39 


9.75 

1973-74 

8.50 


11.92 

8.43 

7.86 


3.86 


9.02 

1974-75 

11.51 


13.96 


9.13 

8.76 


5.89 


14.10 

1975-76 

14.10 


13.28 

9.82 

10.72 


4.47 


9.14 


Notes: i -''inieiest as percentage of total borrowings. 

r = Profit after tax -f Interest as percentage of total capital employed. 


on Indian industries cannot be considered 
to be high. For instance in the case of large 
public limited companies and foreign con¬ 
trolled rupee companies the analysis showed 
that the rate of interest in the case of com¬ 
posite companies remained lower than the 
rate of return on capital employed during 
1960-61—1980-81 although there were devia¬ 
tions from the trend in individual years. In 
respect of medium and large public limited 
companies, the position was reversed during 
1975-76 through 1978-79; the Y exceeding 
y but by a narrow margin. However two 
factors should be borne in mind while 
interpreting the trend. First the yardstick 
applied by ds is very rigorous in the sense 
that we have computed proFitability with 
reference to the post-tax position while 
normally in similar exercises the practice is 
to work out profitability in relation to pre¬ 
tax profits, evidently a more liberal method. 
On the basis of pre-tax Hguies, rate of return 
remained above the the interest rate by 
widening margin. Secondly the results 
discussed above related to the combined 
position of profit-making and loss-makii)g 
companies, which obviously suffer from a 
sttti^ca) flaw of lumping and are mis¬ 
leading. Therefore in order to obuin a true 


picture of the incidence of interest cost we 
have analysed the data for pront-making 
companies alone. The results are revealing. 
During the period 1970-71 through 1980-81, 
for which period separate data for profit- 
making companies are available, the average 
rate of interest paid by medium and large 
companies was significantly lower than the 
rate of return even on post-tax basis. This 
was true even in the case of profit-making 
private limited companies (barring 1975-76) 
which on the basis of combined baiance 
sheet figures seemed to experience high 
interest burden throughout the period. 
Industry-wise data showed that there were 
wide inter-mdustry variations in regard to 
interest burden. However in the case of a 
cross section of profit-making industries 
studied, the rate of interest remained lower 
than the rate of return during the period 
1970-74, Further such profit-making in¬ 
dustries as aluminium, motor vehicles, elec¬ 
trical machinery, machinery other than 
transport, machine tools, engineering, 
chemical and fertilisers, basic industrial 
chemicals, transport equipment, cement, 
shipping, and paper products, did not ex¬ 
perience high interest burden even in 1975-76 
the year in which the impact of dear money 


policy began to show up. Among the in¬ 
dustries which had a high interest burden 
during 1975-76 were tea plantation, cotton 
and jute textiles, iron and steel, sugar, tobac¬ 
co and transport equipment and edible oils. 
An aspect that needs lo be borne in mind 
in this context is that as the analysis of cost 
structure of industries showed it was the 
faster rise in cost of inputs which seems to 
have affected profitability 

Notes 

[The author is indebted to B D Ghonasgi, 
N A MujupKlar, SI. Shetty, T R >^nkatachalam, 
Y S R Sarma and T K Chakravany for guidance 
and helpful comments This paper is an excerpt 
from the author's Hh D thesis and contain his 
views.] 

1 Keynes defines marginal efficiency of capital 
thus; “More precisely I define marginal 
efficiency of capital as being equal to that 
rate of discount which would make the pre¬ 
sent value of series of annuities given by the 
returns expected from the capital asset during 
Its life just equal to its supply price". 
J M Keynes, “The General Theory of 
Employment, Interest and Money", 1936. 

2 Dudly Dillard, “The Economics of J M 
Keynes: The Theory of Monetary Policy", 
Crosty Lockwood, 1966, p 193, 197. 

3 J M Keynes, op at 

4 S L N Simha, D Hemalaia, $ Balakrishna, 
“Investment Management: introduetton of 
Security Analysis", Institute for Financial 
Management and Research, Madras, 1979. 

5 For a detailed analysis of the vaiious issues 
involved in determining the risk premia, sec 
A J Merrct and Allen Sykes, “The Finance 
and Analysis of C apital Projects". London, 
1963, pp 176-218. 


Ckirporalion Bank in Merchant Banking 

CORPORATION BANK’S Merchant Bank¬ 
ing Division was inaugurated recently in 
Bombay by the Governor of Reserve Bank 
of India, R N Maihotra. 

The Division has already several merchant 
banking proposals in hand and it will use 
the special strengths of the Bank in inter¬ 
national finance and foreign exchange 
operations to augment and direct the flow 
of the vast fund of NRls’ investible resources 
abroad into industry in India. It will also pay 
special attention to the rationalisation of the 
operations of its small-scale clients and to 
executives, technocrats and others who wish 
to establish industries and for whom the 
Merchant Banking Division will organise 
seed capital, identification of partners, both 
from residents and NRIs and co-ordination 
of financing and project implementation. 
Established in 1906 at Udupi in Karnataka, 
the Bank has shown phenomenal progress. 
Today, it operates through 400 branches 
spread throughout the length and breadth 
of IndiiMn view of its size and importance, 
the Bank was nationalised in 1980. Y S Hegde 
has been its Chairman since 1983. For the 
last three years, the average deposit growth 
has been 25 per cent and deposits are 
expected to cross the figure of Rs 1,000 crore 
during 1986. 
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Mass Banking: Management Problems 

R Baadyopadiiyay 

Before one can examine the management processes and problems arising out of mass banking, attention needs 
to be focused on the character and conceptual foundations of mass banking. An attempt is, therefore, made here 
to examine the nature and content of mass banking in India, with special reference to its need and linkage to 
the process of development. Later the nature of the managerial problems that mass banking has thrown up and 
ways and means of tackling them are analysed. 


DURING the last IS years it is said that 
banking in India has been transformed from 
class banking to mass banking. This trans¬ 
formation in its trail has given rise to intri¬ 
cate problems of management. It is essen¬ 
tial to understand the nature of these pro¬ 
blems to prescribe relevant corrective 
measures and solutions. Attention must also 
be focused on the character and conceptual 
foundations of mass banking before one can 
examine the management processes and pro¬ 
blems arising out of it. 

In what follows therefore we shall attempt 
to examine the nature and content of 'mass 
banking’ in our country with special re¬ 
ference to its need and linkage to the pro¬ 
cess of development. Later on we shall 
analyse the nature of the managerial pro¬ 
blems that mass banking has thrown up and 
ways and means of tackling them. 

Mass Banking and DfcVEixjpviENT 

Since nationalisation, Indian commercial 
banks went through unprecedented quanti¬ 
tative and qualitative changes. The dimen¬ 
sions of these changes are well known and 
need not be repeated. It may be stressed here 
that there is little chance of reversal of this 
trend of changes. In the next 10-15 years the 
growth process of the banking system is 
likely to continue the same way. Moreover, 
the community's expectation from the 
system will be more demanding and may 
cover significant new areas hitherto not con¬ 
sidered relevant for bank financing. 

This process of change is both environ¬ 
ment and policy induced. There is a 
deliberate planned effort in creating a 
specific change. Change is created in a parti¬ 
cular direction for serving specific purposes 
and goals of the community. Thus the 
changes in the banking scene in the last one 
and half decade which have been to a large 
extent policy induced have to be studied in 
terms of banks' role in the process of 
development in general and economic 
development in particular. One cannot con¬ 
sider these changes in isolation of the pro¬ 
cess of development in general and the pro¬ 
cess of economic development in particular. 
The developmental role assigned to the 
banking system by the policy-makers played 
a significant part in initiating and accele¬ 
rating the process of change of the banking 
system described earlier. 

This brings us face to face with the con¬ 
ceptual debate regarding banking and 
development and the related debate regar¬ 
ding the nature and content of mass bank¬ 
ing. In this connection two types of nriet of 


banks have been discussed. Many profes¬ 
sionals felt that banks have a demand 
following role, i e, once economic develop¬ 
ment takes place in an area, demand for 
banking service is created and banks follow 
this demand. However, strictly speaking this 
role is reactive and passive and does not fully 
describe the nature of development roles that 
banks ate supposed to perform. This role is 
generally described as the supply leading role 
of banks. In this role banks do not follow 
demand but they are the primary agents to 
initiate the process of development, they lead 
the suiqily of mutual inputs to germinate the 
process of economic development. This 
generate productive economic activities 
which usher in cumulative process of 
economic development of an area. Thus 
banks play a positive aggressive and pro¬ 
active role in creating the desirable process 
of development. 

In development literature the supply 
leading role of banks has been stressed. 
The role of banking in economic develop¬ 
ment has been adequately elaborated by 
various scholars (see Schumpeter,' Ojo^). 
Schumpeter regards banking as a k^ instru¬ 
ment in the whole process of development. 

To play this role effectively in a large and 
diverse country like India, simple Hnancial 
intermediation function of l»nk$ is not 
adequate. Bankers have to expand this role 
far beyond financial intermediation. They 
must search for new investment oppor¬ 
tunities, design technologically feasible and 
economically viable schemes in desirable 
productive economic activities. Flulher they 
have to make efforts to induce entrepreneurs 
to accept such schemes to generate a pro¬ 
cess of desirable economic development 
within an area. 

Success will largely depend on the bank¬ 
ing system’s ability to innovate processes, 
techniques and structures that r^uce the 
transaction and risk costs and increase the 
overall effectiveness of developmental bank¬ 
ing activities. 

Innovation thus plays a key role. 

Cameron^ in this coimection very aptly 
remarks that the way the banks in a tlevelop- 
ing country perform the above function will 
largely determine the degree of success of 
the development effort in that country. 
Cameron observes “that as intermediaries 
may vigorously seek out and attract reser¬ 
voirs of idle funds which will be allocated 
to entrepreneurs for investment in projects 
with a high rate of social return or t^ may 
listlessly exploit) their quasi-monopolUtk 
position and fritter away investment pos¬ 


sibilities with unproductive loans ... they 
may set their country on the road to con¬ 
tinuing growth or they may waste its 
resources in uneconomical and fraudulent 
activities.'* 

The above brings out clearly the justi¬ 
fication to use banks as iiutruments of 
economic development. Banks can be instru¬ 
ments to usher in desirable social and 
economic changes in the various parts of the 
country and among various $egm,ents of the 
community. 

Of course, the flrst precondition for bring¬ 
ing in such a change process is reachability. 
Spread of banking network becomes the first 
prerequisite to the initiation of the process. 
Branch network of banks which was con¬ 
fined to the lelativdy economically developed 
urban and metropolitan areas had to expand 
into other areas to enable banks to initiate 
their developmental role in every part of the 
country and amongst every section of the 
community. This was the first stage in the 
process of transformation of class banking 
of 60s to mass banking of 70s. 

Mass Banking Re-examined 

During the sixties, the urban/metropolitan 
branch network was used primarily for 
financing trade and industry in these areas. 
These branches did not cater to the needs 
of small and tiny sector and the urban 
informal sector. Thus even within urban/ 
metropolitan areas the spread of banking 
and its role in providing ways and means of 
improving the lot of relativriy disadvantaged 
groups in the area through productive 
endeavours were rather limited. The rural 
and semi-urban areas, backward areas were 
of course totally ignored. 

This conAnement of banking to 10 to IS 
per cent of the population did not provide 
it the character of mass banking. Ifawards 
late sixties and early seventies the spread of 
network and explicit recognition of the 
developmental rok banking fadlity/servioes 
was made available to greater number, 
spread over larger area. Concept of mass 
banking therefore meant “banking for 
masses’’. Quite clearly this meant quan- 
tiutive mlargement in the number of 
account holden (both deposit/bonowal 
accounu) and in the number of rund and 
semi-uibim branches. Rural and semi-uiban 
branches gradually started contributing fai- 
creasing share of total savings moWlised ^ 
the banking system. Howcvci; the above are 
not sufRcient conditions (though necessary) 
for true ‘Mass bankiag’. Mass banUng 
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adequately introduced should fulfil the 
following essential criteria: 

(a) Accessibility and availability of banking 
services to all. 

(b) Gradual reduction of gap of demand 
and supply of funds in all areas. 

(c) Reduction of relative disparity in the use 
of community’s savings for productive 
purposes between ruial/senri-urban and 
urban/metropolitan areas. 

(d) Removal of information gap about the 
available banking facilities and their pro¬ 
ductive use from the uninitiated, un¬ 
educated and semi-educated masses. 

(e) Affordability of the credit to those for 
whom It IS meant. Thus, the cost of 
credit (risk and transaction cost) must 
be within the means of the small/poor 
borrowers. 

(0 Matching of schemes to the needs of the 
people 

(g) Ensuring end use of funds. 

We may now apply these seven criteria to 
the Indian situation Viewed this way it may 
be seen that though we have come a long 
way, we are still to cover a lot of ground to 
reach the desired level of ‘Mass banking’ in 
our country. 

In considering the conceptual aspects of 
mass banking the basic question of econo¬ 
mic entitlement and deprivation as raised in 
Sen^ must also be examined. Financing of 
economic activities provide greater purchas¬ 
ing power to the rural and urban poor. This 
improves their quality of life apd in view of 
the increased purchasing power in the masses 
the size of the market itself expands signi- 
Ticantly. This enlarges the scope of future 
expansion and growth of the banking 
system. 

The provision of economic entitlement 
through mass banking should not therefore 
be commended simply because it helps to 
create social justice, it also makes good 
economic sense and are supportive of sound 
business considerations. It is not theitfore 
purely a matter of social obligation but of 
an enlightened business sense of creating and 
exploiting a potential business opportunity. 

Thus economic growth along with distri¬ 
butive justice must guide the principles of 
mass banking. To make such banking 
feasible and commercially viable one has to 
minimise combined transaction risk costs. 
This will obviously call for highest degree 
of cfHcient utilisation of available mana¬ 
gerial and other resources available with 
banks. This calls for a high degree of 
managerial effectiveness and efficient 
resource utilisation. 

1 have ddiberatdy not used the expression 
“improvement of productivity’’. 1 submit 
that the concept of productivity in service 
sectors like banking it not adequately 
defined and understood and use of the con¬ 
cept only in connection with labour pro¬ 
ductivity (which ^varently have improved 
over yean on all the suggested measuiei) has 
created mote confusions. I would therefore 


like to consider the questions of efficient 
resource utilisabon and managerial effective¬ 
ness separately and not lump them together 
through a vague concept of productivity. 

Let us now examine some of these 
questions in some detail. 

Managerial Problems 

In our effort for evolution from elite class 
banking to mass banking rapidly we have 
already created certain stresses and strains. 
These are likely to be furthw accentuated as 
we strive towards achieving the real character 
of mass banking as detailed earlier. The 
rapid transition has produced the following 
significant side effects which are causing 
concern to all of us who are connected with 
banking and who recognise the importance 
of making this vital instrument of develop¬ 
ment healthy and efficient. 

(a) The qu^ity of customer service has 
deteriorated especially in urban and 
metropolitan areas. 

(b) Housekeeping has become a casualty 
with unmatched entries mounting and 
even day to day balancing not completed. 

(c) With growing funds in command, banks 
(within available flexibility) have tended 
to deploy funds in higher volume whole¬ 
sale lending opportunities. In their 
eagerness to capture such clientale 
sometimes the risk/supervision element 
is not adequately looiud into. As a 
result, quality of even the traditional 
portfolio of lending has deteriorated and 
industnal sickness is seriously con¬ 
straining the economy in general and 
banking in particular. 

(d) Itecovery position in priority sector 
lending is not too encouraging. Apart 
from the risk factor involved this non¬ 
recovery negates the basic principles on 
which mass banking has been conceived. 

(e) Apart from agricultural lending, quality 
of lending and recovery position in other 
types of lending though not revealed 
from statistical data (as other types of 
lending are not on loan basis, e g, cash 
credit) is not quite satisfactory. 

(0 Over the years social value systems have 
changed and correspondingly the quality 
of manpower in our banks has also 
changed Today’s young officers and 
clerks are better educated but they do 
not subscribe to old values like respect 
for age, seniority and loyalty to the 
institution. Problems of maintaimng 
smooth industrial relations and making 
staff motivated at all levds are becoming 
increasingly tricky and complex. 

(g) Cost of operation have increased, 
causing serious drain on profitability of 
banks. 

(h) With the spread of branch network and 
diversiHcation of activities there have 
been steady weakening of control 
mechanism. 

(i) Sluggish flow of information from 
operating levels and tendency to push up 
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decisions in spite of delegation and 
decentralisation have generated struc¬ 
tural inadequacies. 

0) Planning processes in banks have not 
stabilised and have not received the due 
attention particularly in the context of 
rapidly changing environment and 
transformation of character from class 
banking to mass banking. 

One can go on listing a large number of 
bottlenecks which are causing serious con¬ 
cerns but the above gives a fair idea of the 
resultant mess that we have created in in¬ 
adequately planmng the process of transfor¬ 
mation from class to mass banking. One is 
tempted to blame the political/admini- 
strativc machineries that apphed the pressure 
for this rapid transformation. However, this 
will not be quite in order. Environment 
dictated these changes, political processes 
and pressures only gave shape to these 
environmental demands. Banks as effective 
instruments of change had to gear them¬ 
selves to meet these demands. Pibblems in 
reality arose in our inability to appreciate the 
magnitude and pace of change. This created 
the mismatch m planning the transformation. 

One cannot reverse the diiecuon of change 
from class to mass banking (however slow). 
One can only learn from the past for the 
smooth harmomous transition into the 
future. We propose to deal with these aspects 
in the next section. 

COPING WITH Problems 
oi- Management 

Let as identify the problems of-manage¬ 
ment in certain identiflable homogeneous 
classes. We can consider problems of 
management and discuss the manner of their 
solutions aocording to those classifications. 
Structure 

At present we have 28 banks (including 
State Bank of India and its seven sub¬ 
sidiaries) in the public sector. Further large 
number of regional rural banks have been 
set up to meet the productive credit needs 
of small marginal farmers and backward 
poorest sections of the rural areas. We have 
tried to adopt local problems. In spite of all 
these one is not quite sure whether the 
present structure is adequate for the type of 
mass banking that we often advocate either 
explicitly or implicitly. Seventh Five-Year 
Plan approach paper (earlier version now 
under reformulation) clearly outlines certain 
broad expectations from the banking sector. 
Will the present structure be adequate for 
this purpose? Opinions regarding the struc¬ 
ture vary. However, it is felt that competi¬ 
tion among banks in certain urban-metro¬ 
politan areas have become clearly wasteful. 
Principle of efficie", use of resources for 
effectiveness of the system may dictate a 
different banking structure 

Moreover having a large number of banks 
with their branch network spread all over the 
country does not provide scope for econo- 
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28,00,000 Equity Shares of 
Rs. 10/-each for cash at a 
premium of Rs. 2/* per share 

LINKED TO 
5,60,000 15% Secured 
Redeemable NoivConvertibie 
debentures of Rs. 100/> each 
for cash at par. 


Here’s a chance of a lifetime 
A chance to have immediate 
capital appreciation, plus good 
future earning prosp^. The 
linked issue of debentures 
assures you a safe, sound, steady 
return. 

Read tNs carefully. Then decide. 

Advani-Oerlikon is an established 
company with a base in all 
growth-based industries. A multi- 
locational, multi-product company 
with an excelient track record. A 
market leader in welding 
consumables, equipinent and 
systems. 


The company is also the largest 
exporter of welding products from 
India, with a 60% share of Indian 
welding exports. Besides welding 
products, Advani-Oerlikon has 
diversified into many high-profit 
lines of the future, like industrial 
electronics, rotary pnme-movers, 
renewable energy systems and 
office efficiency products. 

There are three full-fledged R&D 
Centres, where advanced 
research is being conducted into 
such high-potential fields as 
electronics, semiconductor 
devm, laser technology and 
micro-computer systems. 

Advani-Oerilkon is a good 
dividend-paying company. 5 
liberal bonus issues have been 
made in the last 20 years. As 
against a book value of Rs. 34 78 
per share, the Rs 10/- share is 
being offered at a premium of 
Rs. 2/- i.e. Rs 12/- per share — a 
good chance for capital 
appreciation. 

The financial strength is sound. 
Reserves and Surplus after the 
issue will be Rs 10.97 crores. 

There will be improved liquidity 
after the issue, without a 
corresponding interest burden. 

Profit after tax will show a marked 
improvement because of 
reduction in the company's tax 
rates. The linked issue of 
debentures provides a fully 
secured investment with interest 
at 15% per annum, ph» premium 
of 5% on redemption. To help in 
tax planning, there IS a choice of 
6 monthly interest, as weH as 
cumulative interest schemes. 


ISSUE HIGHLIGHTS 

■ Collaboration with world- 
renowned Oerlikon-Buhrle 
group of Switzerland with 
equity participation since 
1951. 

0 Known as “Welders to the 
Nation”. Market leaders for 
over 30 years with diversified 
products. Recently the 
Company signed three West 
German technology tie-ups 
with leaders in welding 
systems: Oeuzer, Kroeger, 
andW. Rick. 

■ Exceilent track record. Good 
dividend pay^ing Company. 
Rve liberal Bonus issues in 
last 20 years. 

■ Current book value of Rs. 10 
share: Rs. 34.1V. 

■ Net worth has doubled in five 
years. 

■ Easy liquidity. Listing at 
Bombay, Madras andf 
Ahmedabad stock exchanges. 

■ Promoters’dilution with 
assured growth and reward 
scenario. 





AOVAN hOB RLIKOIM 
UMITBO 

AdorHouse.6.K OubashMarg 
BOMBAY-400 023 


NanagmloOM Hmm. 


ISTAieBANKOriNIHA 

' Hftc ha m BarttlHgnMMon 


■k 


BANK OF INDIA 

nrH tMM runk ny Drpanmrni 


Co-Nanaqen JO (he Ivmji 


_OTMROIM 

ItoctM BanMtgDIviaini 




AQUARIUS//^ 13/86 



Review of Management May 1986 


nucs of scale and innovative reduction of 
tnuisaction and administrative costs 
The question of efHcient use of resources 
therefore may dictate a different structure 
Similarly improvement of effectiveness of 
the system will demand sensitiveness to the 
environment modernisation of managerial 
processes and commitment to the goals of 
development It is a moot question whether 
the banking system as it is structured now 
IS the one best suited for such purposes 
In case of organisations we talk of steady 
state and operational responsiveness Incase 
of steady sute effiaency the organisation 
does the set tasks efficiently Moreover 
organisation is capable of responding 
changes m volume of work of the same type 
and coping with local variations m time and 
space These capabilities give operational 
responsiveness to an organisation 
However most important entena to judge 
our banks will be the criteria of strategic 
responsiveness Under this criteria an 
organisation is expected not only to do the 
routine functions afficiently (steady state), 
and be able to cope with variations of 
demand of services of the same type (opera 
tional responsiveness) It should in addition, 
be able to adjust and adapt to new areas 
where the types of services that are demand¬ 
ed and nature of customer group to be 
served undergo significant changes 
This criteria of strategic responsiveness at 
the local level may point towards the need 
for creating more and more organisations 
fully alive to the local needs However, large 
number of local institutions may become 
relatively weak and resource utilisation may 
be suboptimal and ineffective This will lead 
to ineffective use of the investment of credit, 
thus negating the very purpose for which 
mass banking institutions are created At 
local levHs smaller local institutions will be 
subject to more local pressures, political 
otherwise which may result in channelisa 
tion of credit in relatively unproductive areas 
and activities The influential group may 
usurp the legitimate share of credit due to 
poor and needy 

We therefore find that it is very difficult 
to come to a simple and clear-cut prescrip¬ 
tion in respect of the structural modifica¬ 
tions of the banking system There are con¬ 
flicting considerations to be balanced With 
scientific analysis and mature judgment 
However, we cannot and should not 
postpone the problem of structural re¬ 
organisation any longer The nature of mass 
banking must dictate the structure This 
must be researched, designed and imple¬ 
mented with sincerity and without undue 
delay 

Systems and Procedure 
While banking over years has been 
transforming itsHf rapidly, the rules, systems 
and procedures, canons and norms have re¬ 
mained largely traditional and relatively 
unchanged This mismatch between avowed 
objectives and policies and procedures 
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foUowed, created considerable confusions m 
the minds of persons responsible to manage 
the system Further it is also cieabng 
avoidable backlogs in work Appraisal, 
follow-up. audit all these have not sub¬ 
stantially changed over years though bank¬ 
ing, Its role and operations have changed 
beyond recogniuon 

Simply stated, procedures and systems of 
class banking are unsmted in the present 
context of mass banking 

In many cases we require simplified pro¬ 
cedures In others we require more ngour in 
appraisal and supervision Cntcna of 
appraisal and follow-up must change with 
substanual enlargement of portfoho 

Systems should take care of both quality 
and quantity of the new enlarged portfoho 
The management cannot any longer rely on 
the informal knowledge and vigiknoe of a few 
iVork Th. knology 

The related issue in improving the bank¬ 
ing operations and its effective control is the 
issue of work technology With changes in 
volume and quality of work, old manual 
technology is fast becoming infeasible We 
have to replace it by modern work techno¬ 
logy Computerisation and mechamsation to 
usher in new work technology are not only 
welcome but have become absolutely essen¬ 
tial However, simply getting operations per¬ 
formed through use of modern tools without 
changes in systems, structure and pohcies 
will not deliver the goods In a number of 
areas through mechamsation and com¬ 
puterisation improvements can be brought 
about Some of these are 

(i) Improvement of customer service 
specifically in large urban and metro¬ 
politan branches through faster service. 

(ii) Improvement of housekeeping 
(ui) Reduction of operational cost 

(IV) Improvement of operational efficiency 
at branch level 

(v) Increasing in orgamsational effective¬ 
ness at corporate level 

(vi) Improvement in monitonng/follow-up 
of large number of borrowal accounts 
in priority sector (e g, IRDP) 

The change in processing technology will 
help significantly to speed up momtonng 
and to improve the quality of control 
decisions 

Further, in the area of priority sector lend¬ 
ing, especially in case of crop loaning 
dynamic changes m appraisal methods must 
be introduced, so that bulk processing of 
applications within a hnuted tune period is 
possible without in the process increasing 
risks or rejecting genuine proposals deser¬ 
ving support Development of computer 
based credit scoring models may be higUy 
useftd This will not be labour diqilacing bitt 
will sigmAcantly improve the quahty and 
speed of appraisal of small personal loans 
and crop loans. Intiodu^on of such 
changes m appraisal procedure is an mitral 
part of a work technoiogy more suited to the 


needs of mass banking Such systems will 
provide more time for follow-up and 
momtonng at the fleld level and will thus 
improve the end use of credit and also the 
recovery position 

Mdhagement Tichnology 
Along with changes in operational 
technology, changes m management methods 
are called for As explain^ earlier, mass 
banking demands sigmflcant operational 
and strategic responsiveness from the 
management system and structure Decision 
making therefore has to be more decentrahs- 
ed and fleld level orgamsation has to be 
further strengthened At the same tune for 
orgamsational eflectiveness control mecha- 
msms should be streamlined and streng- 
theiied on scientific lines This will require 
a design of a decentralised decision making 
system with adequate clarity of goals and 
subgoals and their mtermeshing 
It IS not good enough to design a good 
structure and to create system and pro¬ 
cedures that go with It, It IS also necessary 
that people within the organisation clearly 
understands the structural procedures and 
adapt their management and work styles so 
that effectiveness of the orgamsation as a 
whole IS maximised within the given con 
stramts This calls for more co-ordinated and 
participative style of management and an 
overall enviornment of mutual trust, free 
from conflict among various levels of 
orgamsational hierarchy and also among 
vanous funcuons within the same hierarchy 
Syston and management must ensure this 
structural co-ordination in a participative 
work environment Thus it is necessary that 
along anth changes in work technology, 
more participative information based 
decision making style should emerge in all 
levels of organisational hierarchy (Sethia’) 
Flexibihty at fleld level, adequate control 
at corporate levels together with umty and 
homogeneity at policy levels for organisa¬ 
tions whose branch network is spread all 
over the length and breadth of the country, 
were unthinkable a decade ago but today 
with the introduction of micro processor 
based computer systems and satelhte based 
communication network such a system is 
feasible and will be immensely desirable 

Mass banking challenges will not be 
adequately met by outdated management 
technology coupled with authoritarian 
management style 

Linking Banking with Community 
By definition, mass bankuig is meant for 
the majority of our people Tliey are poor, 
unskilled, semi-skilM and have sigmflcant 
information and resource gaps. A minonty 
of relativdy affluent and influential group 
of people can try to aplmt the avi^ble 
banking faculties and try to Channelise 
financial nsouroe with a view to maximise 
personal gains to the detriment of the social 
benefit Ametion. It is therefore essential Uiat 
we (i) identify flie really needy individuals/ 
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groups of individuals who should be 
encouraged to use bank finanoes for produc¬ 
tive activities, (ii) design schemes that match 
the needs of the group and local resources 
availabilities to the extent possible; and 
further (iii) we design a system so .that 
impiemenution of the scheme is scienti¬ 
fically and efficiently'managed end-use of 
work is ensured. Such a process of bank 
financing will ensure, end-use, generate 
investible surplus, ensure recovery and re¬ 
cycling of funds. It will thus produce 
cumulative growth processes in the area. 

Where identification is faulty or biased, 
where schemes do not take care of the local 
conditions and needs of the borrower and 
implementation and supervision is lax and 
sloppy, the mass banking efforts do not pro¬ 
duce the desired result. In fact such cases are 
wasteful and counter-productive and only 
help in accentuating further the prevailing 
disparities and deprivation without generat¬ 
ing new economic entitlements through 
financial intermediation. 

In a research study (in preparation) out 
of a sample of 300 borrowers (IRDP 
scheme) about 75 per cent of the borrowers 
did not strictly fulfil the need criteria 
specified. These borrowers were not in¬ 
terested to generate any economic activities. 
60 per cent of them only availed of subsidies 
and did not either take the loan amount or 
when the loan amount was disbursed it was 
returned within a short period. On the other 
hand branches show the amount as dis¬ 
bursed and recovered, showing thereby ap¬ 
parently good results. In effect nothing hap¬ 
pens though on paper we show activities 
(that are non-existent). Thus the subsidy 
money was used for consumption purpose 
and the loan amount was taken and returned 
without being productively invested. Such a 
system does not create new economic acti¬ 
vity. The economic condition of the teal 
poor is not improved. Moreover artificial 
demand for certain inputs are created 
pushing prices up. We have to get away from 
this type of vicious circle. The vicious circle 
can (apart from effectively ensuring end-use 
of credit) possibly be broken only through 
an appropriate linkage of banking schemes 
with the local needs and teal needs of target 
group of beneficiaries carefully and per¬ 
ceptively identified. 

Orgaiiisational deficiency at the field level, 
mismatch of schemes and powerful in¬ 
fluences of local vested interests can work 
in conjunction to frustrate the efforts 
towards bringing the fruits of development 
to the needy through an organised process 
of mass banking. 

It is therefore posited here that customer 
education, planned extension work, removal 
or information gap should be int^ral com¬ 
ponents of modem mass banking. 

In designing matching Khemes aird 
popularising such schemes, certain pre¬ 
conceived ideas of what is gca^ banking and 
what is hot good banking in the traditional 


sense should be totally ignored. The 
schemes, repayment schedules should be 
designed on the basis of the realities of the 
situation and not on ar^ other criteria. Quite 
often short-term financing of an activity 
may not be adequate to break poverty trap. 
Long-term sustained help may be needed to 
make the benefi-ziary economically self 
reliant after a period. In this context it may 
be said that present lead district plans fall 
for shon of this demanding requirement. 

Moreover the interlinkages between 
urban/industrial centres and the rural semi 
urban areas of the district have been ignored. 
Lead district plans fail to bring in the 
concept of marketing in planning for credit 
in an area. Input/ouiput linkages, planning 
for availability of critical inputs, ensuring 
marketing of goods and creating the orga¬ 
nisational infrastructure for success of the 
credit plans arc not adequately dealt within 
the ‘District Credit Plan Framework’. 
Innovation 

As mentioned earlier success of mass 
banking will largely depend on our ability 
to innovate 

In our banks a number of innovations 
both structural and procedural have been 
attempted. Specialised institution have been 
created for catering for special credit needs 
(e g, NABARD, EXIM Bank). Banks have 
experimented with specialised structural 
innovations. 

Many banks have designed and imple¬ 
mented schemes for rural financing. Some 
of these have become eminently successful, 
others not so successful and some ate 
relative failures 

A proper evaluation of these innovative 
experiments (both structural and procedural) 
may lead to a lot of learning. This may also 
enable us on the basis of evaluat^ ex¬ 
periences to create new innovative structures 
and schemes for varying conditions. 

Innovation can be triggered thiough 
changes in technology. Innovations can 
usher in new growth process. In fact in 
Schumpeterian model of development 
‘innovation’ is the prime-mover of growth. 
Innovative processes lead to new products— 
this in turn lead to expansion* of market— 
enlargement of goods and services demand¬ 
ed and spread within the area. IWo aspects 
require deliberation, one is connected with 
the structural questions and the other is con¬ 
cerned with the role of banks i" spreading 
innovation. 

Reduction of transaction and risk cost 
through structural and procedural innova¬ 
tion make credit affordable to the poor and 
needy. This in its turn stimulate general 
economic activities and results in economic 
upliftment of the poorer sections of the 
community. The banking growth and 
innovation also hdp in modernisation of the 
production processes. Thus innovation and 
its diffusion as spatial processes ate helped 
through the banking system. 


Thus small and marginal farmers adapt¬ 
ing progressive and innovative agricultural 
processes through the help of credit from 
banks and supporting government subsidies 
will generate a cumulative process of 
desirable change in the rural and semi-urban 
areas. 

Ihchnological innovation, diffusion or 
modern practices are not autonomous pro¬ 
cesses. Sustained extension efforts are 
needed for making the diffusion process 
successful to ensure adequate spread effect. 
Development bankers have an important role 
to play in this respect. 

Innovation is a product of work environ¬ 
ment and creative human mind. We have 
discussed very briefly the structural and 
work environment related issues. We now 
discuss the most important aspect, i e, the 
role of people in making mass banking a 
success. 

People System 

Ihchnology, people and structure together 
make organisations successful. Nature of 
managerial problems are largely dependent 
on the quality of people. In case of service 
organisations like banks, human resources 
are the most valuable. 

Challenge of development banking is to 
be negotiated by people at all levels of 
organisational hierarchy. This requires a 
degree of professional involvement by all 
concerned in fulfilling the tasks. However, 
the degree of professionalisation in our 
banks is not very impressive. Old loyalties 
and ties have completely broken down with 
the advent of the flood of mass banking. Wc; 
therefore, require new linkages, new binding 
forces to motivate people to give their best 
in the professional work situations. This 
calls for creating a new organisational 
culture. 1 think the greatest challenge of 
mass banking is the challenge it throws to 
top management to provide creative leader¬ 
ship to thpusands of employees working in 
our banks.. 

IVaining, team building, exposing every¬ 
one to the challenges of development bank¬ 
ing and making all people aware of the 
super-ordinate goals of harmonious develop¬ 
ment of different areas and sections of com¬ 
munity will go a long way to meet such 
challenges. 

Approach and Attitudinal Issues 

While we have discussed various issues we 
have not explicitly discussed bankers’ at¬ 
titude to development banking or mass 
banking. It is often considered by bankers 
that mass banking is a social obligation and 
has to be done as a part of our social respon¬ 
sibility but it does not fit with commercial 
concept of banking. 

As we have explained earlier this approach 
is quite erroneous and perhaps many of the 
present day problems emanate from this 
attitude. 

One has to view mass banking as a legitl* 
mate banking activity. Some components of 
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its activity have a longer lead time before 
breaking even but such activities are genuine 
commercial activities as these create the 
market for the future One can confidently 
predict the saturation of urban and metro 
pobtan markets in the foreseeable future and 
at that time unless the alternative markets 
for banking services are developed the 
system will face a ‘demand trap’ condition 
It IS therefore necessary that we develop the 
necessary 'marketing approach’ to our rural 
banking and banking in backward areas 
These are our potential markets Once the 
finance and information gaps are bridged 
and the surplus is generated, purchasing 
power of mass people is enhanced Ihis 
substantially enhances the base for future 
growth of banking business Far from being 
costly social obligations, these areas provide 
therefore significant future opportunities 

The attitude of accepting rural banking 
as a costly social obligation often prompts 
use of marginal resources in rural areas We 
often debate to create separate (less skilled/ 
less qualified and less paid) cadres for this 
type of banking The idea is to reduce the 
cost of operations While cost reduction 
efforts are commendable, to assume that 
rural banking demands less skill and re 
sourcefulness is utterly wrong It is really a 
myth that problems of rural banking is sim 
pie and understanding the implications of 
rural social system is relatively simple and 
can be effectively tackled by people of 
relatively less capability Indeed this type of 
banking is much more complex and has no 
precedents and conventions to fall back 
upon Persons involved in such banking 
must be thoroughly innovative and must 
possess highest degree of professional skill 
Contrary to popular belief, rural banking 
problems should be attended by the best of 
the people within the system, the managerial 
processes designed should be modern and 
cost effective. Thus development of activities 
in rural areas is conducive to sound bank 
mg growth and make good business sense 
It IS not merely a matter of social obliga 
tions which have to be somehow comphed 
with Mass banking should not be welfanst 
in approach It should be characterised by 
a producuon oriented professional approach 

This transformation of attitude will also 
make the new type of banking as much 
attractive and challenging as the traditional 
financing of industry and trade This will 
also prompt efficient allocation of human 
resources and other mfrastructural resources 
with a view to maximise long-term banking 
gain 

A long-term perspecuve is very necessary 
*to cultivate the above approach The long 
term goal of development through mass 
'banking and all immediate and short-term 
programmes must be organically linked 
,idiminating all ad hoc emergency activities 
not contributing to the ultimate objective. 
ffThus to make mass banking successful, we 
^nst adopt long range planmng philo- 
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Sophies and successfully ocploit the oppor- 
tumties provided by the ever growing etpense 
of developmental banking 
Productmty Re examined 

We have discounted the common defmi- 
tion of productivity as a measure of ratio 
of output by input In orgamsational 
sciences hterature as distinct from strict 
economic hterature the systemic view of pro¬ 
ductivity measure is given importance In a 
systemic sense productivity of an organisa¬ 
tion IS an integrated measure of efficiency 
and effectiveness We have discussed various 
aspects of improvement of effectiveness and 
efficiency of the system 

It may not be out of place to stress here 
that along with improvement of operational 
efficiency we must strive to increase mana 
genal effectiveness In a systemic sense 
improvement is a complex function of 
management and work technology, profes¬ 
sional skill and commitment, structural and 
process design and above all quality of 
human material within an organisation 
Misplaced emphasis on one aspect of labour 
effiaency tend to distort attention and create 
avoidable biases in appreciating the total 
problem of improvement of productivity of 
our banking system 

CONCIIDIV Rim\rks 

We have briefly sketched the nature and 
content of mass banking and types of 
management problems that have been 
created durmg the process of transition from 
class banking to mass banking 

In spite of critical references regarding 
certain disfunctional elements of our bank 
ing system in the course of our discussion. 
It must be admitted in all fairness that banks 
have done commendably well in trans¬ 
forming the narrowly based elite banking 
into a broad based mass banking system In 
doing so the banking system followed a 
supply leading role in addition to its tradi- 
tionid demand following roles Perhaps these 
roles have not yet been recognised as 
legitimate roles of commercial banks For 
future success in the process of evolution, 
explicit recognition of this supply leading 
role will be beneficial 

Mass banking in India has unlimited pos¬ 
sibilities and will open up new areas of 
challenging opportunities to be successtuUy 
exploited 

lb exploit such opportunities in an 
effective manner will demand changes in 
approaches and dedication to the cause of 
development 

We have to utilise all the powers and tools 
that technology can provide us and we have 
to utilise our excellent qualified manpower 
for this task Missing links of i»oper plan¬ 
ning, long-term perspecuves, responsive 
managements and creative leaderships have 
to be provided for m order to make bank¬ 
ing in India an exemplary success for the 
benefit of the entire developing world. 
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NALEX 

NARMADA ALUMINIUM EXTRUSION 
INAICX) willenter the capital market on 
June 12 1986, with a public issue of 7 30 
lakh equity shares of Rs 10 each at par to 
raise a part of the finance required for its 
Rs 3 90 crore project for manufacture of 
3,000 tonnes per annum of aluminium alloy 
extrusions Aluminium extruded sections, 
due to their low cost and high strength-to 
weight ratio, have been fast replacing steel, 
copper, brass and wood in agriculture, 
transportation, building and architecture, 
refrigeration, air conditioning, ‘power 
generation and transmission packaging 
machinery and equipment, automotives, 
tdecommunications, ehxXncals and eiectionics, 
defence and space research The company 
has been promoted by Devji Bhuralal ^vji 
Patel and Assoaates Narendrasingh Mahida 
IS the Chairman The company has imported 
a balanced aluminium extrusion press line 
with modem automatic run-out system 
Trial production is expected to start by 
OctobCT and commercial production in 
November 1986 The plant is located in a 
notified backward area of Bharuch and is 
eligible for vanous concessions hke Cen- 
tral/state subsidies, electricity duty exemp¬ 
tion and sales tax benefits Investors will ^ 
eligible for tax benefits under Section 80CC 
of IT Act The pubhc issue opens on June 
12, 1986 and the shares will be listed on 
Bombay and Ahmedabad Stock Exchanges 
According to Mahida, the company expects 
to achieve 4$ per cent capacity utiliution in 
the first year and reach 75 per cent in the 
third year The shareholders may expect a 
maiden dividend out of the second ynr’s 
earnings. 

Manager to the Issue: Dena Bank and 
Ma^a Merbanco 

Adversers: Bank of Baroda and Bank of 
Credit and Commerce International 
(Overseas) 
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Accountability of Government Audit in India 

K P Joseph 

Ther^ is a delusion among the officials of the Audit Department and some academics and government officials 
that our Audit is among the best in the world and many professional people in other countries also seem to share 
this opinion. This impression is based on an insufficient study of our procedures and practices and a failure to 
take notice of contemporary government audit trends in other advanced countries. 

IVe can no longer plough a lonely furrow as we have been doing during the last half a century. A first step 
will be to have the working of the Indian Audit Department reviewed by a small group of experts and based 
on their recommendations revise the Comptroller and Auditor GeneraTs (Duties. Powers and Conditions of Service) 
Act, 1971 which is a very scrappy document that leaves out most essential things and is serving only to magnify 
the image of the Auditor General at the expense of his organisation. 


INDIA has justly enjoyed a reputation for 
democratic government. Its machinery for 
enforcing accountability of the executive 
through Parliament and the state legis¬ 
latures, largely modelled on Britain, has 
apparently worked well. The l^liament and 
the state legislatures depend to a large extent 
on the Indian Audit Department for deter¬ 
mining if the budgeted amounts each year 
ate spAmt properly, efficiently and effectively 
for the purposes intended and within the 
limits laid down. The Audit Department also 
helps the legislatures by keeping an eye on 
revenue collection, is an old and widely 
respectcij organisation, known for the com¬ 
petence and integrity of its officers, with a 
long tradition of dedicated service. Among 
Its many distinguished^ members was a 
former Governor General of Pakistan, who 
served it before the partition of India in 
1947. The staff of the Audit Department are 
well trained for the work they do. By and 
large, to all appearance, the Indian Audit 
Department does a very good job. 

Oovernnient audit is no longer the luxury 
of a few democracies in the West. The Soviet 
Union and China are busy strengthening 
their government audit organisations. 
During the last three years China has been 
active in building up a strong audit depart¬ 
ment; Chinese officials have been visiting the 
Western capitals and learning how to 
organise government audit. China is also 
training its auditors by sending them abroad 
or iiiviting experts from abroad to hold train¬ 
ing sessions. Under Articles 91 and 109 of 
the Constitution of the People's Republic of 
China, the State Council Provisional Regula¬ 
tions for Auditing Work were issued on 
August 29, 1985. Articles S to 7 of the 
Regulations prescribe the principal tasks, 
functions and powers of the auditing 
agencies. Articles S (2) authorises Chinese 
government audit to “conduct auditing 
supervision of the revenues and expatdituies 
and economic performances of state enter¬ 
prises and institutions, capital construction 
entities, and financial and insurance 
agencies”. 

It is encouraging to reflect that while 
giants like Russia and China are groping for 


audit enlightenment, India is in the com 
fortable position of a leader in the field— 
almost a light of Asia. The International 
Organisation of Supreme Audit Institutions 
(INTOSAI) is an organisation representing 
the supreme state audit institutions of the 
world. The INTOSAI issued a few years 
back what is known as the “Lima Declara 
tion of Guidelines on Auditing Precepts”, 
when it held its IXth Congress in Lima, 
Peru. The Lima Declaration stressed the 
importance of the following factors. 

(1) Section 1 of chapter 2 of the Declara¬ 
tion wanted that “the Supreme Audit lastitu- 
tions shall have the functional and organisa¬ 
tional independence required to fulfil their 
tasks”. 

(2) Section 2 of the same chapter called 
for the “establishment of Supreme Audit 
Institutions and the necessary degree of their 
independence" to be laid down in the 
constitution of each country. Section 6 of 
chapter 2 asked for independence of the 
members and officials of the Supreme Audit 
Institutions. 

(3) Under Section 7 of chapter 2, the 
Supreme Audit Institutions had to be pro¬ 
vided with the financial means to enable 
them to fulfil their tasks. 

(4) Chapter 4 of the “Declaration” dealt 
with the powers of the Supreme Audit Insti¬ 
tutions for investigation, chapter S with the 
auditing methods and auditing staff and 
chapter 6 with the ficquency and contents 
of the Audit Reports to the legislatures. 

In every single area where the Lima 
Declaration laid down guiding principles, 
India was ahead of the requirements. Ar¬ 
ticles 149 to tSl of the Indian Constitution 
guarantee enough independence to the 
Comptroller and Auditor General to carry 
on his professional work without fear of 
interference from the government. Even in 
the Government of India Act of 1935 and 
earlier still in the 1919 Act; the independence 
of the Auditor General was assured. Similar¬ 
ly, treating the expenditure of the Comp¬ 
troller and Auditor General as an item 
“Charged” on the revenues in the annual 
budget, he was allowed to carry on his work 
without fpar of any reduction of his staff. 
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In many respects the Indian Comptroller 
and Auditor General was more independent 
than the British Comptroller and Auditor 
General, over whom till the passing of the 
National Audit Act of 1983, the British 
TVeasury had power of direction in certain 
respects. As regards the audit of receipts of 
government and audit jurisdiction over 
government companies and corporations, 
the powers of the Indian Comptroller and 
Auditor General are far more extensive than 
in Britain and are in fact a source of envy 
for many other heads of supreme audit 
organisations in other parts of the world. It 
IS estimated that the British Comptroller and 
Auditor General audits only about 60 per 
cent of the government transactions: in India 
It IS far more. 

With all this independence, backgiound, 
experience and tradition, it is naturally to 
be expected that the performance of the 
government audit in India would be spark¬ 
ling. Is it really so? Are our public sector 
units efticiently run? Are waste, fraud and 
misuse in government within reasonable 
limits? Do the government and the legisla¬ 
ture take the views of the government audit 
seriously and arrange to take lemedial action 
promptly? 

RrtENf AlJDir REFORMS Abrom* 

The audit reports of the Comptroller and 
Auditor General, especially the “reviews” of 
projects have been praised by international 
organisations, like the World Bank and by 
several academics. But judging by the impact 
of the Audit Reports, they have proved 
ineffective in improving the management of 
public funds by the government. There is an 
unacceptably wide gap between audit theory 
and practice in our country, which surjlrising 
as it may seem, has not engaged the serious 
attention of anyone so far. As it is vitally 
important that we spend our scarce finan¬ 
cial resources in the most effective way pos¬ 
sibly if we are to develop fast, it is neccsijary 
to examine as objectively and dispassionately 
as possible; the role of government audit in 
India. In Britain, such an examination was 
made in 1981 and there is a three-volume 
report in 550 pages published by the House 
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of Commons on “The Role of the Comp 
troller and Auditor General” This led to pro 
longed debate in Parliament and extensive 
academic discussions culminating in thi 
passing oi the National Audit Act oi 
1983—the very last act of Parliament dunn{ 
Thatcher's first term as Prime Minister 
In Canada the role ot the Auditor Genera 
formed the subject of an exhaustive “Repor 
ol the Independent Review Committee” n 
1975 This Report is in 160 pages and wa 
prepared by professional experts m the fiek 
like J R M Wilson (Chairman), Marce 
Belangei (Member) and A Lome Campbel 
(Member) The following quotation from thi 
Report will show how extensively the Com 
mittee sought for views ‘A number o 
private and government organisation 
conferred with us and we had meetings with 
several piivate individuals with special 
interest in the role of the Auditor General 
We also engaged m discussions with the 
government auditors or their representatives 
in At stralia Austria Britain, France, 
Geimany Israel South Africa Sweden, the 
Netherlands and the United States of 
America In a number of these countries we 
also met with officials outside the govern 
mtnt audit office The comments and views 
provided by these persons and groups were 
most valuable m directing and broadening 
our perspective on the responsibilities of the 
Auditor General ot Canada' The Report led 
to the passing of the ‘ Auditor General Act” 
of 1977, which lorms the basis of the present 
audit arrangements in Canada, which is now 
considered one of the world leaders in 
modern government audit techniques 
The most powerful government audit 
organisation in the world is, without any 
doubt, the General Accounting Ottice of the 
United States It was set up hy the Budget 
and Accounting Act of 1921 1 his Act was 
subtantiaily modified by the Budget and 
Accounting Proceduies Act of 1950, w ich 
was based on the recommendations ol :hc 
Hoover Commission During the tenani of 
Elmer B Staats as the C omptroller Ciei ral 
(he retired m 1981 alter IS years as the 
Comptroller General) new roles for the 
General Accounting Office m enfoi mg 
efficiency, economy and elfectiveness ere 
taken on By contrast, the Indian fi dit 
Department has never been subjected tc in> 
review in all its long history 
At the time of Independence, India lad 
one of the best organised Audit Dei itt 
ments in the world Early in the mm »m 
twenties due to the efforts of an ei ep 
uonally able Auditor General, Sir Fiw trie 
Gauntlett, manuals regulating audit, lik the 
“Audit Code” were issued—thirty ; ars 
before even a country like Australia *- 


lished Its Audit Manual This was a time 
when the government’s mam activities, were 
confined to looking after law and order, and 
defence and the mam expenditure was on 
salaries The Audit Department was almost 
exclusively concerned with the numerous 
rules and regulations about pay and al 
lowances and their correct interpretation and 
application It also watched that the ceilings 
for employment in each office were not 
exceeded and salaries were correctly drawn 
and accounted for There were detailed 
instructions regulating each of these acti 
vines Things were so systematised that any 
auditor could look up the index of the 
appropriate manual and do his work In 
India we had books of regulations like “Civil 
Service Regulations'^ and “Fundamental 
Rules” generations before Britain pnnted the 
“Estacode’' back at home Alas, this beauti 
fully simple world could not survive In 
dependence The government activities 
increased and spread and there was an ex 
plosion of public expenditure due to planned 
development Whole new kinds ot expen 
diture arose and the auditors were stunned 
and stupefied by the cloudburst of govern 
ment spending The energies of the Audit 
Department were almost wholly concen 
trated on absorbing and training the motley 
crowd of the audit employees of the princely 
states taken over in tffe Central government 
as a result of the financial integration in l^'O 
and revising accounts and audit arran ; 
ments due to the integration There is o 
doubt that this stupendously difficult t k 
was done with remarkable speed and c 
ciency The work of the first Comptroller 
and Auditor General, the late Narahari Rao 
was outstanding in all this He also did much 
to establish the presence of the Audit 
Department m public attention 

It took time to switch over from regularity 
audit ot the old type to efficiency audit that 
was needed to examine the colossal plan 
outlays Due to reasons that are not very 
clear, nearly 22 years passed before Parlia 
ment passed an Act defining the duties and 
powers of the Comptroller and Auditor 
General, though under Article 149 of the 
Constitution, it was necessary (o do this Jn 
a narrowly specialised held like government 
audit. Parliament had largely to depend on 
the Audit Department itself for the contenta 
and language of the Act The Act was finally 
passed m the last month of 1974 It is known 
as “The Comptroller and Auditor General’s 
(Duties, Powers and Conditions of Service) 
Act, 1971” There were two later amendments 
in 1976 and 1984 which only subtracted from 
bis work of accounting. Thu Act forms the 
basis of the work now performed by the 
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INDIAN AUDIT IS SECRETIVE 

The first thought that occurs to anyone 
when discussmg this Act, is how httle pubhc 
discussion or professional study took place 
before diaftmg it This is in marked contrast 
to the situation in other countnes discussed 
earlier There has been a pronounced mclina 
tion on the part of the Indian Audit Depart 
ment to remain aloof and not to associate 
outside professionals in examimng its work 
mg It IS very sensitive to criticism of any 
sort When a Central government Mimster 
quoted a passage from “The Audit Code” 
and pointed out a possible infringement of 
Its own instructions by the Audit Depart 
ment in something that it did, "The Audit 
Codcf' was abruptly withdrawn and replaced 
by a secret document not available to the 
public Anyone could, till that time, buy a 
copy of “The Audit Code” for less than five 
rupees and understand what audit was all 
about From then onwards government audit 
has become an enigma, wrapped in a 
mystery India is perhaps the only major 
democratic country in the world where the 
principles and methods and extent of audit 
are not disclosed to the public or the 
legislature or the government There is nc 
doubt that this is highly arbitrary and is the 
result of an emotional reaction on the part 
ot a former Comptroller and Auditoi 
General to a minister’s speech An objective 
and impartial Department entrusted with the 
care of public funds as their watchdog, can 
not and should not resort to emotional and 
imnhisive actions like this 

There is an immediate need for again 
making the Audit Code or Audit Manual (or 
whatever the Audit Department is calling it 
secretly) a publsc document, available to the 
pubhc on sale It is now 30 years since the 
Audit Code was withdrawn without even one 
’ Dice of protest so far from anyone The 
government and the Parliament have to insist 
on the Audit Code being made public The* 
Parliament has also to see that the Audit 
Department does in fact do what by its own 
manuals it is expected to do The common 
argument informally given by senior Audit 
Department officials justifying this lack of 
openness, is that if thcAudit methods and 
quantum of check are jenown, bad people 
m government employment may take advan¬ 
tage and cheat on vouchers not subjected to 
audit This is just not true. There will not 
be many people so simple-mmded. as to 
imagine that the Indian Audit Department 
IS auditing every transaction now The 
emphasis has shifted from financial audit 
to efficiency audit and seerecy becomes 
meamngless If nobody outside the i^dit 
Department knows what lU work is, bow » 
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anyone to judge if audit is functioning 
properly’ 

Draftino of Comptroller and 
auditor General’s Act 1971 

The Comptroller and Auditor General’s 
(Dunes, Powers and Conditions of Service) 
Act 1971 drafted in this background of 
secrecj' did not receive the benefit of any pro¬ 
fessional assistance from outside the Audit 
Department excepting the normal help from 
the legal and Parliamentary sources It 
became a vehicle for the received wisdom at 
the time as understood in the Audit Depart¬ 
ment The contrast with all the countries 
that have in recent years passed or amended 
laws affecting government audit cannot be 
greater These countries did the work in the 
full light of publicity and everyone con¬ 
cerned was allowed a say In India it was 
done almost sub rosa The Constitution is 
sufficiently explicit about the independence 
and status of the Comptroller and Auditor 
General, so in the Act one naturally expected 
that the whole emphasis will be on the pro¬ 
fessional duties of the Auditor General That 
this IS not so will be evident if we consider 
the relative length ot the various chapters 
devoted to the Auditor General’s duties, 
powers and conditions of service, to use the 
exact language of the Act The portion 
dealing with the Auditor General's pension 
takes 750 words in the original Act of 1971, 
it has become longer by later amendments 
The part dealing with the duties of the 
Auditor General about the audit of govern¬ 
ment expenditure proper (leaving aside 
clauses for special items like government 
companies and local bodies) contains 143 
words It IS rather difficult to understand 
that more than five times the space devoted 
to audit of government expenditure should 
be given to the Auditor General’s pension 
Nobody denies that the Auditor General’s 
pension is an important matter that has to 
be defined precisely but the audit of the 
expenditure of the Central and state govern¬ 
ments in India cannot be left to be disposed 
of in 143 words One can only surmise that 
the subordinate officials anxious to please 
the then Auditor General, under whom the 
drafting work must have taken place, put in 
all this verbiage, for the usual bureaucratic 
reasons This impression is further streng¬ 
thened by the arrangement of the chapters 
in the Act of which it has four Chapter 1 
IS about “Preliminary’’, chapter 2 on “Salary 
and other conditions of service of the Comp¬ 
troller and Auditor General’’, chapter 3 on 
“Duties and Powers of the Comptroller and 
Auditor General’’ and the last chapter on 
“Miscellaneous” It will be noticed that the 
provisions for salary and other conditions 


of service take precedence over duties and 
powers of the Auditor General Let us 
examine the Acts of other countries regu 
lating the work of government audit orga 
nisations 1 am quoting below the order of 
the subchapters in the US Act and their 
titles 


Subchapter I 

Subchapter 11 

Subchapter 111 
Subchapter IV 

Subchapter V 


Definitions and General 
Organisation 
General Duties and 
Powers 
Personnel 
Personnel Appeals 
Board 
Annuities 


Here the salary of the Comptroller 
General is the last of the topics dealt with 
It IS perhaps needless to say that most of the 
Act IS devoted to the work of the Comp 
troller General 


In the Canadian Act, out of 31 sections, 
the space devoted to salary and pension 
benefits is minimal, almost the whole Act 
IS about duties, access to information and 
staff One cannot help thinking that the 
subordinate otficials of the Auditor General, 
whose ghost writing we suspected earlier had 
a hand in placing him so high on a pedestal 
so that the man becomes more important 
than his work or his organisation 


Too Much Emph\mson Deparimlniai 
Hfad 

This will be evident if we look at the title 
ot the Act In Britain the title of the Act 
regulating the work ot the Comptroller and 
Auditor General is called “Exchequer and 
Audit Departments Act 1866”, this was 
amended by an Act in 1983 bearing the title, 
“National Audit Act” It will be seen that 
importance is given to the Audit organise 
tion and not to the Comptroller and Auditor 
General, in both titles There is no reference 
to the Comptroller General in the title ot the 
US Act T\vo very rare exceptions to the 
practice where prominence is given to the 
Audit organisation and not to the Auditor 
General in the title of the Act are Canada 
and Israel In Canada the title of the Act is 
“Auditor Geneial Act” but unlike in India 
the stress is everywhere on the work of the 
Department, not on the emoluments uf the 
Auditor General, as noted earlier In Israel it 
IS called “State Comptroller Law 5718,1958” 
But It IS all about professional duties, there 
IS only one sentence about the salary of the 
Comptroller In Australia it is called the 
"Audit Act”, if we take a representative case 
from Africa and move down to the last letter 
of the alphabet, in Zimbabwe it is called 
"Audit and Exchequer Act” 

It would have been noticed that though 


the title of the Act is ‘The Comptroller and 
Auditor General’s (Duties, Poweis and 
Conditions of Service) Act, t)\e arrangement 
of the matter is totally different, conditions 
of service (chapter 2) cximuig before chapter 3 
(duties and powers) It can be argued that 
these are all pardonable, minor blemishes 
and that so long as audit is done well, should 
be overlooked Is it true’ Section H of the 
Act IS the most important part of the Act 
dealing with the audit ot expenditure and 
read as follows 

“It shall be the duly ot the ( omptroller 
and Auditor General 

(a) to audit all expenditure trnm the Con 
soiidated fund of India and ot each state 
and of each Union teriitory having a legis 
lative assembly and to ascertain whether the 
moneys shown in the accounts as having 
been disbursed were legally available for and 
apphcable to the service or purpose to which 
they have been applied or charged and 
whether the expenditure conforms to the 
authority which governs it, 

(b) to audit all transactions of the Union 
and of the state relating to Contingency 
funds and Public Account,, 

(c) to audit all trading, manutacturing, 
profit and toss accounts and balance sheets 
and other subsidiai y accounts kept in any 
department of the Union or oi a state. 

and in ea^h case to report on the expen 
diturc, transactions or accounts so audited 
by him” 

PllIClENCYtUM PlRIORMANCl AUDIl 

Duiing the last 27 years efticiencv cum 
performance audit is being done by the 
Audit Department In 1980 the office of the 
Auditor General issued a “Brochure on 
Duties and Powers of the Comptrollei and 
Auditor Geneial of India” In this, it was 
explained that besides regularity audit the 
Indian Audit Department “also examines the 
propriety of executive action and looks 
beyond formality oi the expenditure to ns 
wisdom, faithfulness and economy and 
brings to the notice of the legislature, cases 
of waste, losses, extiavagant and nugatory 
expenditure and thus challenges any im 
proper exercise of discretion and comments 
on propriety of expenditure (propriety 
audit) Efficiency-cum performance audit is 
a comprehensive appraisal of the progress 
and efficiency of the execution of develop¬ 
ment programmes In this audit, an attempt 
IS made to assess and appraise to what 
extent, social and economic objectives 
sought to be achieved have been achieved 
and at what cost, and to examine how far 
the agency or department is adequately 
discharging its financial responsibilities and 
ascertain whether the schemes are being 
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executed and their operations conducted 
economically;* 

While regularity audit is mentioned in 
Section 13 of the Act, there is no reference 
at all to the efficiency-cum-performance 
audit so well described in the “Brochure”. 
One looks in vain for the authority for this 
kind of audit. The absence of formal autho¬ 
rity for conducting efriciency-cum-propriety 
audit is rather inexplicable. There was no 
specific directive in the Exchequer and Audit 
Departments Act,1866 to conduct value-for- 
moncy audit, though it was being done for 
a long time in Britain. The Public Accounts 
Committee in their First Special Report on 
“The Role of the Comptroller and Auditor 
General” (Volume 1,1981) which formed the 
basis of the National Audit Act of 1983 
recommended in paragraph 8-2 of the 
Report regarding the nature of the Auditor 
General’s audit, that it should, 

“undertake an examination of the 
economy and efficiency with which public 
funds are spent 

and 

in appropriate cases investigate the 
effectiveness of the programmes and projects 
in meeting established goals!’ 

Part II of the National Audit Act is 
entirely devoted to “Economy, Efficiency 
and Effectiveness Examinations”. Section 6(11 
of the National Audit Act reads as follows: 

“The Comptroller and Auditor General 
may carry out examinations into the eco¬ 
nomy, efficiency and effectiveness with 
which any department, authority or other 
body to which this section applies has used 
its resources in discharging its functions”. 

When Britain, the country which has no 
written constitution, resorts to formalising 
value-for-money audit, after careful public 
debate, it is perhaps worth considering 
whether our Act should provide for it. 

TlMbllNESS or AUDIT REPORTS 

One of the things on which most countries 
place very great emphasis is the timeliness 
of the Audit Reports. In India, in the early 
seventies, the annual accounts and the audit 
reports of most of the state governments 
were badly delayed—immediately after the 
Audit Act 1971 came into force! A few 
examples picked at random will show how 
bad the delays were (see Ikble 1). It will be 
seen that in states hke Bihar and West Bengal 
the audit leporu of 3 years have been sub¬ 
mitted within about 9 months. The delay has 
been for 2‘/i years in some cases. This 
naturally would have weakened the legis 
lative control over spending. 

But fortuiutely now there is improvement 
in the promptness with which the annual 


accounts and audit reports are submitted. 
Though there is improvement, most of the 
state accounts and audit reports are not 
received by the legislatures in time for them 
to make use of them during the aimual 
budget discussions. It will be useful to 
examine the problem in some detail. The 
responsibility of the Auditor General for the 
state government annual accounts (they ate 
known as appropriation accounts and 
finance accounts) and the audit reports are 
given in Sections II and 13 of the Act. The 
annual accounts, wherever the Auditor 
General is responsible for their preparation; 
are to be submitted by him “on or before 
such dates as he may, with the concurrence 
of the government concerned, determine*’ 
(Seaion II). There is no reference in the Act 
to any date by which the Audit Reports are 
to be submitted. 

This absence of statutory provision about 


the dates by which the annual accounts and 
audit reports are to be submitted and the 
delay in their submission were matters of 
grave concern to the Administrative Reforms 
Commission. The Study Ifeam on Financial 
Administration of the Administrative 
Reforms Commission in Chapter VI of their 
Report said: 

“6.7. The duty of presenting a report on 
the accounts of the Union and the states has 
been laid on the Comptroller and Auditor 
General by the Constitution, while other 
instructions lay on him the obligation of 
presenting the Appropriation Accounts and 
Finance Accounts to the'government con¬ 
cerned. While the executive instructions 
provide for the Comptroller and Auditor 
General submitting the Appropriation and 
Finance Accounts on such date as he may 
with the concurrence of the governments 
concerned determine, no such stipulation. 


T>vbi e I Date of Submission of State Audit Reports to the Governor 
1970-71 1971-72 1972-73 


(I) Bihar 

May 

1974 

July 

1974 

December 

1974 

(2) Haryana 

February 

1972 

March 

1974 

November 

1974 

(3) llimil Nadu 

July 

1972 

March 

1974 

November 

1974 

(4) Uitar Pradesh 

March 

1972 

July 

1974 

October 

1974 

(5) West Bengal 

April 

1974 

August 

1974 

December 

1974 


Tabi f 2: Statement Containing the Government s Decisions on the Recommendaiions oe 
Administrative Reforms Commission Laid on thf Tables of Lok Sabha and Rajs a Sabha 
on July 31, 1970 and Juiy 29, 1970 Respectivfly 

Serial Recommendations Government’s Implementation of the 

Number Decision Government’s Decision 


26(1) 


( 2 ) 


Definite dates should be 
set for the submission of 
the appropriation 
accounts, the finance 
accounts and audit 
reports by the 
Comptroller and Auditor 
General through mutual 
discussion between the 
Comptroller and Auditor 
General and die Union 
and state governments, as 
the case may be 


The Govern¬ 
ment accepts 
this recom¬ 
mendation. 


The Finance Accounts Do 

may be submitted 
simultaneously with the 
Appropriation Accounts 
and the Audit Reports. 


(1) and (2) 

Definite dates for the sub¬ 
mission of the audit 
reports, finance and 
appropriation accounts to 
the CAG by the Accoun¬ 
tants General (AGs) have 
been prescribed in their 
departmenud manuals. 
Soon after their receipt 
they are approved by the 
CAG and are sent to the 
finance secreury of the 
concerned state governments. 
There will be no time-lag 
between the furnishing of 
the reports by the AGs and 
their forwarding to the 
Governor after CAO’s 
approval. Hence no due dates 
for submission of the reports 
by the CAG are prescribed 
or considered necessary. 
Instructions already exist 
to the effect the printed 
copies of the finance 
accounts should be sub¬ 
mitted along with the 
Audit Reptm as far at 
possible. 
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has been made in the Constitution with 
regard to the submission of audit reporu on 
these accounts In the Constitution of a 
number of countries, however, there are pro 
visions prescribing the dates by which these 
reports are to be submitted by the Comp- 
troiler and Auditor General to the IVeasury 
or to the Legislature. In India also the ques 
tion of submitting by a prescribed date the 
Appropriation Accounts, Audit Reports, etc, 
by the Comptroller and Auditor General has 
been raised in some state legislatures, but in 
the absence of specific provision in the Con 
stitution the question was not pursued 
further It is in our view, desirable that 
specific dates should be fixed by which the 
Appropriation Accounts and Audit Reports 
should be submitted 

(a) by the Comptroller and Auditor 
General to the Finance Ministry, and 

(b) by the Finance Mimstry to parliament 
We recommend that a provision to this end 
should find a place in the Bill governing the 
functions and duties of the Comptroller and 
Auditor General which is under the con 
sideration ol government We would further 
suggest that the Comptroller and Auditor 
General should be required to forward his 
report to the Finance Ministry by a definite 
date, say ISth January and the latter to 
submit It to Farliament by 31st January 
I hesc suggestions apply mutatis mutandis 
to the state governments and Legislatures 
also' 

In their Recommendation 26 the Admim 
strative Reforms Commission generally sup 
ported these views The Government of 
India took the following action on the 
recommendations (see Ihble 2) The reply in 
the last column is evasive, if not dis 
ingenuous, presumably it was drafted after 
consulting the Auditor General 1 he C on 
stitution lays the whole responsibility regard 
mg audit and (to the extent concernedl 
accounts on the Auditor General As regards 
the Parliament and the legislatures are con 
cerned, they would not be concerned with 
what instructions the Auditor General has 
issued to his subordinate officials It should 
therefore be considered that as far as Parha 
ment and the legislatures are concerned, no 
prescribed dates for submission ol accounts 
and audit reports by the Auditor General 
exist This is rather unique in the con¬ 
temporary world and a matter for astonish¬ 
ment in a country like India, enjoying a 
reputation in the world for the excellence of 
Its audit The probable reason for the reluc¬ 
tance to get committed to a firm date may 
be that the Audit Pepanment would fdt that 
It would be held answergble m case of 
default, resulting in loss of face This 


substantially whittless down legislative 
control ovci public expenditure Wrong 
doeis benefit by the delays 

The matter has again to be considered 
afresh and early acceptable dates fixed for 
the submission of the Central government 
accounts by the Finance Ministry to the 
Auditor General ana their submission by 
him to the President Dates have also to be 
Fixed for the submission of the accounts and 
the audit reports to the stale legislatures It 
IS one of the simplest things to do and has 
to be done now 

It may be needless to quote precedents for 
doing this But to clear any vestige of doubt 
that the audit authorities may still be havmg 
about it, some examples from other coun 
tries are given below 

bcction 7(3) ol the Canadian “Auditor 
General Act” reads as follows “Each annua] 
report by the Auditor General to the House 
of Commons shall be submitted to the 
Speaker of the House of Commons on or 
before the 31st day of December in the year 
to which the report relates and the Speaker 
of the House ol Commons shall lay each 
such report before the House of Commons 
forthwith after receipt thereof by him, or if 
that House is not then sitting, on the first 
day next thereafter that the House of Com¬ 
mons IS sitting" 

Early as the Canadian Audit Report is 
being submitted, further speeding up is bemg 
contemplated Paragraph 1 47 of the Audit 
Report for the fiscal year ended March 31, 
1984 says “Hand m hand with the length 
of my annual Report is the question of its 
timeliness In May 1984 the Canadian Public 
Accounts Committee in its Fifth Report 
stated that it had considered 

‘the reporting practices of the Auditor 
Cieneral and, in paiticular, the timeliness of 
his annual Report to the House of Com 
mons Under the present Auditor General 
Act, the Auditor General normally may 
report only annually to the House of Com 
mons Your Committee favours the report 
ing of comprehensive and other audits on 
a completion date basis This will enable 
your Committee to deal with the Audit 
General’s findings in a timely manne and 
to exert its remedial influence as soon as 
possible after the audit is completed’ ” The 
Committee went on to recommend that 
necessary changes be made to the Auditor 
General Act to permit this more timely 
reporting 

The Exchequer and Audit Department 
Act 1986 prescribed fixed dates for the sub 
mission of the Audit Reports The value-for- 
money audit reports required by the new 
National Audit Act are submitted through¬ 


out the course of the year In Australia the 
audit reports are submitted twice a year In 
the United States audit reports are submitted 
when they ate completed In November 
I98S, to take a random recent month, the 
Genetal Accounting Office submitted 37 
audit reports The Indian Audit Department 
has to fall iii line 

AUDIT IS MONOIITHIC 

A careful reading of the Indian Act 
of 1971 gives one a father eerie feeling, 
because apart from a brief reference in 
Section 10(l)(a) to “audit and accounts 
offices under his control” there is no 
mention of any other human being at all 
It will look as if the whole work of com 
piling all the state government accounts, 
wnting up all the millions of Provident Fund 
accounts, authorising the salaries of hun¬ 
dreds of thousands of officers and auditing 
all the transactions of Central and state 
governments, is being done almost single 
handed by the Auditor Genera! The Act 
docs not mention the existence of the Audit 
Department even, it does not speak of any 
employees, how they are recruited, what their 
conditions of service are They just do not 
exist Let us again turn to other countries 
In Canada, Sections IS to 19 of the Auditor 
General deal with the “staff of the Auditor 
General” Section 15(1) says that “such 
officers and employees as are necessary to 
enable the Auditor General to perform his 
duties shall be appointed in accordance with 
the Public Service Employment Act” In the 
United States there are very elaborate 
provisions about recruitment, personnel 
management system, assignment of work. 
Personnel Appeals Board, judipial review, 
etc The General Accounting Office had to 
pay last year $ 3 5 million to about 300 
present and former employees who suc¬ 
cessfully charged it with racial discrimina¬ 
tion in piomotions Believed to be the largest 
award in a discrimination case brought by 
black professional employees, the settlement 
also requires the Cieneral Accounting Office 
to promote 31 blacks to a higher job grade 
by a specified date and to study and revamp, 
if necessary, its current promotion system 
I am mentioning this because it shows that 
in other countries, the head of the audit 
organisation is answerable for his actions 

In Britain Section 3 of the National Audit 
Act deals with the employees of the National 
Audit Office which according to Secuon 3(1) 
consists of (a) the Comptroller and Auditor 
General, who shall be the head of the oificc, 
and (b) the staff appointed by him under this 
section There is no parallel in any other 
country (or the oppressively monolithic 
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structure of the Indian Audit Department 
with no formal recognition of even the 
presence of any employee, let alone their 
rights. This has had .si-verely adverse effects 
on the performance of the Audit Department. 

ND PKOVtSlON I OR r-Xrf.RNAL AUDIT OF 

Audit Dlpartment 

There are arrangements in ail countries for 
the proper audit of the Audit Department 
itself and in some cases even oversight by the 
legislature to see that the Audit Department 
is discharging its responsibilities. A few 
quotations will make this clear. Section 4 (5) 
of the British National Audit Act requires 
the Public Accounts Commission to appoint 
an auditor for the National Audit Office and 
schedule 3 to the Act regulates the appoint¬ 
ment and duties of the auditor. Under 
Section 2 of schedule 3 “the auditor shall 
have power to carry out economy, efficiency 
and effectiveness examinations of the use of 
resources by the National Audit Office'*. The 
auditor’s report about the National Audit 
Office is to be submitted to the Public 
Accounts Commission for presentation to 
the House of Commons. 

In Canada Section 22 of the Auditor 
General Act requires that “a qualified 
auditor nominated by the Treasury Board 
shall examine the receipts and disbursements 
of the office of the Auditor General and 
shall report annually the outcome of his 
examinations to the House of Commons”. 
A date has also been prescribed for placing 
the report before the House of Commons. 

In the United States the Sub-committee 
on Legislation and National Security of the 
Committee on Government Operations of 
the House of Representatives hoids hearing 
every few years about the work of the 
General Accounting office. The last hearing 
was on October 22,198S. Charles A Bowsher, 
the present Comptroller General testified 
before it. There is nothing secret about it and 
copies of the hearings are sent to whoever 
asks for it. The Sub-committee had raised 
certain issues like the following, 

(1) The declining quality and timeliness of 
GAO’s reports. 

(2) Low morale of GAO employees. 

(3) Excessive time spent on planning and 
report processing. 

(4) A decline in GAO’s productivity over the 
last three-year period. 

(5) A general reluctance to issue incisive 
hard-hitting reports with meaningful 
recommendations. 

The Comptroller General in his testimony 
went into details about the steps he is taking 
to improve performance. In the Annual 
Report for 1983 that the GAO submitted to 
the President and the Congress h is said, "in 


fiscal year 1985, GAO launched a major 
evaluation of its own operations that is 
designed to enhance GAO’s responsiveness 
to Congress and ensure that GAO’s policies 
and practices allow the most efficient and 
effective use of available resources”. 

In India there is no mention of any audit 
of the Auditor General's organisation nor 
IS there any provision to ensure that he does 
in fact carry out his responsibilities. He 
enjoys absolute and boundless freedom to 
an extent unthinkable in any other country. 
This is bestowing indpendence of action on 
the Auditor General in a measure not 
thought of by anyone. There is some 
arrangement for the audit of the Auditor 
General’s “sanctions” by another official 
(junior level) for the sake of appearance but 
no real audit of his expenditure or review of 
his work. 

It is very doubtful if some of the members 
of audit followed by the Indian Audit 
Department are suitable to conditions in this 
country. It cannot be denied that there is 
extensive corruption among government 
employees. In the richer countries there is 
fraud and much waste but not so much 
corruption. The British methods of audit 
based on nineteenth century conditions in 
Britain introduced into India have very little 
application. There is a u.seful compilation 
called “Introduction of Indian Government 
Accounts and Audit” issued by the Audit 
Department. Paragraph 211 of this book 
says. “Audit is not entitled to make indepen¬ 
dent enquiries among the tax-payers or the 
general public, as such action is held to be 
an encroachment on the functions of the 
Executive”. The next paragraph is about 
detection of fraud and says, “Commercial 
audit regards the detection of fraud as one 
of its main duties. But such detection is 
almost impossible except at the verification 
of the original records, and so the detection 
of fraud in an Audit Office in India is rare”. 
With such self-imposed restrictions and con¬ 
fession of inability to tackle an ever-present 
problem, the effectiveness of audit in the 
conditions prevailing in India now is open 
to question. This is in marked contiast to 
the freedom enjtqvd by the General Accoun¬ 
ting Office to pursue cases of fraud, abuse 
and illegal acts, as set out in the “Standards 
for Audit of Governmental Organisations, 
Programmes, Activities and Functions” 
issued by the Comptroller General. 

Combined Finance and Revenue 
Accounts 

Under paragraph 12 of the Audit and 
Accounts Order, 1936 the Auditor General 
had to prepare annually the Combined 
Finance and Revenue Accounts, which is a 


summary of the receipte and expenditure of 
all the governments and submit it to the 
President. This contains a wealth of infor¬ 
mation and is an invaluable document; we 
are ahead of many other countries in haying 
such a compilation. But the preparation 
of the Combined Finance and Revenue 
Accounts was delted from the 1971 Act. 
Paragraph 36 of the “Introduction to Indian 
Government Accounts and Audit” however 
says that it is the responsibility of the 
Auditor General to prepare it (under 
Article 18 of the Account Code Vol I, which 
means paragraph 12 of the Audit and 
Accounts Order,. 1936). The Audit and 
Accounts Order, 1936 was deleted by 
Section 26 of the Act and the Auditor 
General himself is quoting a non-existent 
order as authority for something he is doing! 
Someone realised this and the first Com¬ 
bined Finance and Revenue Accounts 
volume brought out after the Act was passed 
in 1971 had the name of the Auditor General 
printed at the end but the name was pasted 
over in all the printed copies with white 
paper! T he preparation of this compilation 
is heavily in arrears, when the need for it is 
all the greater. 

In India the Audit Department is mainly 
concerned with the past. If there is a project 
that is being unwisely undertaken. Audit will 
not comment about it before the execution 
begins, but prebare carefully researched 
reports when there is no way of doing 
anything about setting matters right. Audit 
is all hindsight. But in most advanced coun¬ 
tries, they rely on foresight more, if audit 
pays as much attention to mistakes in plan¬ 
ning as it does to irregiflarities in expen¬ 
diture, the country will benefit immensely. 
It can be argued that Audit has no mandate 
to criticise mistakes in planning as it will be 
more or less questioning policy. But it has 
plenty of information based on which it can 
pinpoint planning errors, which otherwise 
will not be known to the legislature. It can 
be left to the legislature and its financial 
committees to see if the view of audit should 
be accepted. 

ACCOUNT'S Should be Taken Over 
BY Government 

The Auditor General does the audit of the 
Central government and all the state govern¬ 
ments and keeps the accounts of the state 
governments. The offices subordinate to the 
Auditor General that do the book-keeping 
for the sute governments are combined 
audit and accounts offices, which means 
that they prepare the accounts and also audit 
them; These combined audit and accounts 
offices were bifurcated with effect from 
March 1, 1984. Thtse are two types of 
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Accountants General now. Accountant 
General (Audit) and Accountant General 
(Accounts and Entitlement). The bifurcation 
was done by the Auditor General himself; 
the staff that keep the state government 
accounts are sei>arate from those who do the 
audit. 

The accounts of the Central government 
(with certain exceptions like Defence and 
Railways) are being kept by an official of the 
Finance Ministry (the Controller General of 
Accounts) and his department. The cost of 
maintaining all the state government 
accounts is met by the Central government. 
It will be altogether advantageous and in 
keeping with the practice in other countries 
if the state government "accounts and 
entitlement" work is transferred by the 
Auditor General and entrusted to a separate 
accounts organisation under the Central 
government. This can be done in a simple 
operation and without any additional cost~ 
in fact it can be cheaper. Another Controller 
General of Accounts (states) can take over 
the bifurcated Accounts and Entitlements 
branch from the Auditor General. This will 
relieve the Auditor General of an immen.se 
load of routine and unimportant work, leav¬ 
ing him time to concentrate on his real work- 
Audit. The Audit branch of the Auditor 
General’s Department has to be then con¬ 
siderably strengthened and modernised. It 
is now composed of a non-descript crowd 
with no particular special qualifications. 

AijDtt IN India Is Done- by GtNkKAi ists 

The following Table taken from Volume 11 
of the GAO Annual Report 1982 of the 
United States will show clearly how diverse 
are the qualifications of the staff of the 
Comptroller General. 


CoMPosinoNot-STAtrtAi Si KTEMBraSO, 1982) 


Professional: 


Evaluators 

3,141 

Management audiiors/analysts 

54 

Accountants and auditors 

128 

Programme analysts 

17 

Attorneys 

152 

Actuaries and other mathematical 


scientists 

58 

Engineers 

3 

Computer and information 


specialists 

74 

Economists and other social 


scientists 

73 

Personnel management specialists 

60 

Writer-editors 

53 

Others 

275 

Total professional staff 

4,088 

Other: 


Administrative and clerical 

852 

Wage board 

._ J6 

Total other staff 

898 

Ibtal 

4,986 


The Annual Report says: “GAO is 
employing and developing individuals with 
varied backgrounds and levels of expertise” 

Paragraph 15.56 of the Canadian Audit 
Report for fiscal year ended March 31, 1984 
gives the position in that country: "The 
growing complexity of government opera¬ 
tions, the sophistication of modern account¬ 
ing systems and audit techniques and the 
changing and expanding responsibilities of 
the Audit Office require a skilled staff of 
high quality. The Ofiice recruits and 
develops highly qualified people in account¬ 
ing and auditing. In addition, the special 
requirements of comprehensive audits and 
government-wide studies require profes¬ 
sionals drawn from a variety of other fields 
and disciplines, including engineering, 
sociology, economics and political science!’ 
Besides this, the Auditor General makes use 
of private sector professionals on contract' 
in 1983-84,267 persons of this category were 
employed. 

Equally diverse are the qualifications of 
the staff of the Australian and British Audit 
Departments. The brochure on the “National 
Audit Office” issued by the British Comp¬ 
troller and Auditor General says: “The office 
employs a small number of specialist 
advisers in .such disciplines as economics and 
operational research. There are also second¬ 
ments and exchaitges with staff from leading 
firms of professional accounts!’ 

In India, if we except a few specialists 
associated with the work of “reviews” of the 
public sector, the whole Audit Department 
is composed of amateurs trained in govern¬ 
ment audit and accounts only; the Depart¬ 
ment does not have a single professional 
(with qualifications in fields other than audit 
and accounts) on its pay roll. One begins to 
wonder if the Audit Department is able to 
perform its efficicncy-cum-propriety audit 
effectively. This has a tremendous impact on 
the ability of the Audit Department and the 
Parliament and the state legislatures to see 
that the vas' sums this country spends on 
planning are spem efficiently,economically 
and effectively. A forward-looking, dynamic 
Audit Department has to be fashioned out 
of the unpromising material now available 
and by employing additional specialists from 
outside. It has to cease to be inbred. We 
know that there is much waste, corruption, 
fraud and misuse in the country but not 
even a tiny fraction of all this ever finds a 
way into the voluminous Audit Reports. 

In the eyes of the public the Supreme 
Court and the High Courts occupy a very 
important place. In a poor country spend¬ 


ing vast sums that it can ill afford, for rapid 
development, the proper spending of money 
by government is of vital importance. The 
Audit Deprtment plays a key role in this. 
Audit is far more important and crucial in 
the daily life of the average citieen than is 
realised. In fact, there is no Department that 
touches everyone as does Audit. But it is ■ 
strange that not manv people seem to be 
interested in its work 

NttD TO RKVISli COMF1 KOI 1 EK AND 
AUDITOR GENEKAI ’S ACl 1971 

The time has come o demystify Audit. 
There is a delusion among the officials of 
the Audit Department and some of the 
academics and government officials that our 
Audit is among the best in the world and 
many professional people in other countries 
also seem to share this opinion. This is ba.sed 
as 1 have tried to explain on an insufficient 
study of our procedures and practices and 
a failure to take notice of contemporary 
government audit trends in other advanced 
countries. We can no longer plough a lonely 
furrow as we have been doing during the last 
half a century. A first step will be to have 
the working of the Indian Audit Depanmmt 
reviewed by a small group of experts and 
based on their recommendations revise the 
Comptroller and Auditor General’s (Duties, 
Powers and Conditions of Service) Act,197l 
which is a very scrappy, gappy and perverse 
document that leaves out most essential 
things and is serving only to magnify the 
image of the Auditor General at the expense 
of his organisation. It is certainly not an 
ornament to the statute book. 

This will take time. Meanwhile, the 
accounts function can be transferred without 
delay to the Finance Ministry. 

The organisational set up of the Audit 
Department is very archaic. There is too 
much of some kinds of audit like Railway 
audit and too little of others like, Defence 
It is easy to support this with data, but it 
is evident to anyone even remotely familiar 
with the Audit Department. 

Government audit is an arcane subject to 
most people But it can have the appeal and . 
thrill of a Sherlock Holmes detective story. 
The taxpayer in this country will be better 
off and our country will move faster and 
farther on the road to progress, if the Audit 
Department lays aside its superior airs and 
hypersensitivity and does its allotted duties 
as its counterparts in many other countries 
are doing. It is accountable like any other. 
government organisation. 
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Corporate Investment in 1986 

A Forecast 

R H Fktil 

V~ Ranjana Pendharkar 

'• This paper attempts to make a forecast of the growth in private corporate investment in 1986. Corporate invest- 
'^tnt covered here includes gross capita! expenditure of all companies in the private and joint sectors. The level 
Btptd composition of corporate investment in 1985 is also presented here. 


;|^SED on the data available with the term 
w^ng institutions on the expected phasing 
capital expenditures of projects sanction¬ 
ed assistance by them, forecasts of private 
||liprporate sector investment are being made 
llaiinually since 1970. The methodology tor 
forecast was developed by C Rangarajan 
pind the same methodology is used for the 
pferesent forecast of corporate investment dur- 
i$lg 1986. Details of the technique followed 
|||u well as limitations of this approach have 
j^keen explained by Rangarajan in hi.s earlier 
piriitings.' 

if ; The forecast of corporate investment is 
HMued on the gross capital expenditures of 
private and joint sector companies sanc- 
I'^oned assistance by the institutions. Besides 
forecast for 1986 the study presents data 
J'jsn the composition and level of private cor- 
|\^rate investment in 1985. 

As most projects involving large sums of 
Investment in the private corporate sector are 
) wwred by financial assistance from the term 
landing institutions, a study based on pro- 
sanctioned assistance by the institutions 
ijawbuld reflect trends in investment pattern 
the entire sector. However, as noted in the 
;gtudy for 1985,^ lately as a result of 
li-liberalisation in government policies, it has 
ij-fwen possible for some of the established 
(Companies to raise substantial amounts 
''Vtbrough the capital market, especially 
l^ough public issues of convertible and 
^^n-convertible debentures to undertake 
projects without seeking any direct 
I-assistance from the term lending institutions. 

Another limitation of this method of 
i;jjS[>Kcasting is that part of the capital expen¬ 


diture to be incuried in any year comes out 
of the projects sanctioned in that very year 
itself and the available information may not 
fully cover the trends in this regard. While 
pending applications with the term lending 
institutions can give some indications, 
these cannot be treated as satisfactory lead 
indicators. 

A third limitation of the model of fore¬ 
casting as pointed out by Rangarajan is that 
the validity of the estimate depends upon 
how closely companies adhere to the expen- 
dittire patterns outlined in the initial project 
proposals submitted to the term lending 
institutions at the time of appraisal. In the 
absence of any general formula by which one 
can modify the uiiginal phasing of capital 
expenditures, one has to be content with in¬ 
corporating changes in the original phasing 
of capital expcndituics as and when new in¬ 
formation is made available to the financial 
institutions and using judgment so as to 
take into account the existence of major 
operating factors such as availability of 
necessary inputs, the pciformance of the in 
frastructural sectors like power, transport 
and coal, and the stale of industrial rela¬ 
tions. These factors to a great extent can help 
or hinder the implementation of projects 
and in turn affect the level of corporate in¬ 
vestment in a given time frame. 

In spite of the above limitations, this 
method indicates at least the minimum in¬ 
vestment that will be made and would also 
indicate, other things remaining the same, 
the order of fresh sanctions and the amount 
of investment related thereto, which would 
have to take place, if investment in the 


forecast year is to show a raise over the 
previous year’s level. 

Capitai. Expenditure in 1985 

Based on the phasing of expenditure, 
investment in the corporate sector in 1985 
is presented in Table 1. It is estimated at 
Rs 2,915 crore in 1985 against Rs 2,637 crore 
in 1984 showing an increase of 10.5 per cent. 
These figures have been arrived at after ad¬ 
justing for an amount of about Rs 100 crore 
which was earlier projected to be incurred 
during 1984 but got shifted to 1985. 

Since the magnitude of advance expen¬ 
diture incurred by the projects to be sanc¬ 
tioned in sub.sequent years depends on fac¬ 
tors such as investment Climate, capacity of 
promoter to bring in the fund and timing 
of .sanction of a.ssistance, etc, there are large 
variations in the magnitude of this expen¬ 
diture from year to year. Hence it is difficult 
to arrive at the figure of advance expenditure 
incurred in 1985 on projects to be sanctioned 
in 1986 and subsequent years. 

Another investment of Rs 335 crore was 
financed under the Bill Rediscounting 
Scheme of IDBl. Thus the total investment 
in the private corporate sector can be placed 
at Rs 3,250 crore in 1985. 

The investment estimates in any given year 
would be at the price level of the year; while 
comparing the investment figures for the 
different years, therefore, there is a need to 
reduce all the prices to a common level. To 
arrive at the trends in investment at constant 
prices all the figures at current prices have 
therefene been deflated with index of whole¬ 
sale prices for machinery and transport 


Tsun I; Phasi.no oi Caimiai Em-fndiiuri.son Proii-i is SANCiiONto As,sistance by Term-Lending Institutions 


(Rs in crore) 
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equipment (1970-71»100) The deflated 
flguret for investment work out to Rs 1,003, 
Rs 980 and Rs 989 crore in 1983,1984 and 
1983, respectively Thus in teal terms the 
capital expenditure in 1983 increased by 0 9 
per cent over 1984 

Though the aggregate cost of projects 
sanctioned was significantly higher in 1983 
at Rs 4,070 crore (see Ihble 2) as compared 
to 1984 when the corresponding amount was 
Rs 3,243 crore, the total investment in the 
private corporate sector in 1983 in projects 
covered by institutional assistance is not 
much higher than 1984 The main reason for 
this apparently paradoxical picture is that 
a significantly large proportion or 23 per 
cent of the cost of projects sanctioned 
assistance in 1984 was incurred m 1984 itself, 
whereas for the projects sanctioned in I98S 
only 16 per cent of the cost was incurred in 
1983 Itself 

NFW PROJht IS SANrriONLD, 1985 

Ihble 2 indicates an industrvwise picture 
of the projects sanctioned assistance during 
the calendar year 1983 The increase of 23 3 
per cent in the total cost of projects sane 
tioned assistance in 1983 (Rs 4,070 crore) as 
compared to the total for 1984 ( Rs 3,243 
crore) was to a great extent due to the 
presence of large projects each with project 
cost exceeding Rs 13 crore and aggregating 
to as much as Rs 2,778 crore or more than 
two thirds of the total project cost as com 
pared to 40 projects amountigg to Rs 1,193 
crore in 1984 

A significant change could be noticed in 
the composition of project cost according 
to the industries in 1985, vis a vis the 
previous year Of the total cost of projects 
sanctioned assistance, Rs 775 crore were for 
fertilisers and pesticides projects as com 
pared to Rs 149 crore in 1984 This increase 
was accounted for by one large fertiliser 
project with project cost amounting to 
Rs 710 crore And thus the relative share of 
this industry rose from 4 6 per cent in 1984 
to as much as 19 0 per cent in 1983 Simi¬ 
larly, the share of cement projects rose from 
Rs 390 crore to Rs 639 crore during the same 
time frame, recording an improvement in the 
percentage share from 12 to 13 7 per cent of 
the total project cost In case of chemicals 
and petrochemicals projects, their cost rose 
from Rs 301 crore to Rs 603 crore and their 
percentage share increased from 9 2 to 14 9 
per cent This was also due to the presence 
of a large petrochemical project. 

Unlike fertilisers and pesticides, petro¬ 
chemicals and cement industries, a decline 
was noticed m the aggregate cost of projects 
assisted in textile and electricity generauon 
industries The cost of projects sanctioned 
assistance in textile sector decreased from 
Rs 608 crore in 1984 to Rs 333 crore in 1983 
In case of electricity generation, the project 
cost of umts sanctioned assistance dechned 
from Rs 413 crore in 1984 to Rs 233 crore 
in 1983 reflecting the fact that in 1984 the 


institutions had sanctioned assistance for a 
large power proiect 

At the aggregate level, the total investment 
intentions in the private corporate sector 
(including joint sector) has shown a sub 
stantial improvement (25 5 per tent) in 1985 
as compaied to 1984 However the number 
as well as the share of new companies in the 
total investment <howed a decline in 1985 as 
compared to 1984 New companies sane 
tioned assistance in 1985 were only 105 as 
compared to 112 in 1984 and their total 
project cost was only Rs 987 crote as com 
pared to Rs 1,619 crore in 1984 

The share of joint sector companies in the 
total cost of I loiects sanctioned assistance 
in 1985 also registered a sharp decline as 
compared to 1984 During 1985, 48 joint 
sector compimes with the project cost 
amounting to onlv Rs 3% crore were assistc-d 
by the term lending institutions as against 
43 joint sector companies with project cost 
aggregating Rs 626 crore assisted in 1984 

SfMlWISI DlSfRIBHIION Ol 
iNVIsfMLNT 

The pictuic o) the statewisc distiibution 
of the capital cost of the private corporate 
sector projects sanctioned assistance by the 
financial institutions in 1985 is presented in 
Ikble 3 Since tlic statewisc flow ol assistance 
itom all India institutions in any paiticular 
vear is governed bv the timing and location 
of a few large projects, there occur relatively 
large changes in the comparative share of 
states in a particular year In 1983, Utta 
Pradesh ranked first with project cosi 
amounting Rs I 025 crore or more than one 


fourth of the total project cost as agamst the 
corresponding figure of Rs 239 crore from 
this state in 1984 which accounted for only 
seven per cent of the total project cost. Tlds 
was mainly due to a large fertiliser project 

I ABi I 3 Stai E wise Proiect Cost of 
PRO iic-ts Sancii«)nh> bv Financiai 
Insi inn IONS in 1983 


(Rs in cfoiv) 


State 

Total 
Project 
t ost 

Percentage 
to the 
Ibtal 
Project 
Cost 

Andhra Pradesh 

285 64 

7 02 

Assam 

1 64 

004 

Bihar 

8196 

201 

Delhi 

29 25 

072 

Gujarat 

280 08 

6 88 

Haryana 

66 97 

165 

Himachal Pradesh 

18 57 

046 

Jammu and Kashmir 

4166 

102 

Karnataka 

131 95 

324 

Kerala 

21 93 

0 34 

Madhya Ptadtsh 

292 67 

719 

Maharashtra 

659 77 

16 21 

Nagaland 

915 

022 

Orissa 

32 79 

0 81 

Pondicheny 

1210 

0 30 

Punjab 

108 28 

266 

Rajasthan 

340 31 

8 36 

famil Nadu 

358 99 

8 82 

Uttar Pradesh 

1,024 75 

25 18 

>Aest Bengal 

Other Union 

245 83 

604 

ftrritories 

25 53 
4 069 ST 

063 
100 00 


TABir2 Indi srRV wist Pkojic T Co'r Ol Proii rs Sani tioni d bv I inan< iai 
iNsrni HONS in 1985 

(Rs in enm) 


Industry 

Total 

Project Cost 

Percentage to 
Ibtal Project Cost 

Number of 
Projects 

Automobile and transport equipment 

128 75 

3 16 

29 

Cement 

638 81 

15 70 

40 

Chemicals and petrochemicals 

605 92 

14 89 

69 

Cycles 

— 

— 

— 

fclectricity, ga> and steam 

253 30 

6 22 

4 

Electrical equipment 

113 05 

2 78 

38 

Electronics 

16 90 

042 

5 

Food products 

40 97 

100 

7 

Glass and pottery 

99 02 

2 43 

28 

Jute 

11 13 

0 27 

7 

Metals and metal products 

465 61 

11 44 

79 

Minerals 

2 70 

0 07 

1 

Miscellaneous 

IS2 88 

3 76 

33 

Non-electncal machinery or 
machines manufacturing 

118 97 

2 92 

43 

Pesticides and fenilisers 

775 25 

19 05 

19 

Pharmaceuticals 

14 99 

0 37 

5 

Pnnting and publishing 

20 66 

051 

2 

Pulp, paper and paper products 

43 79 

108 

19 

Rubto products 

2614 

064 

5 

Sugar 

004 

— 

I 

Shipping 

— 


- 

Ibxtiles (other than jute) 

535 14 

HIS 

71 

Wood, cork and hard board 

5 80 

014 

2 

4,069 82 

lodoo 

507 
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located in that state which was sanctioned 
assistance in 1985 

Maharashtra was m the second position 
with project cost of Rs 684 crore or 16 per 
cent of the total project cost Tamil Nadu 
ranked the third with project cost of Rs 359 
crore or 8 8 per cent of the total project cost 
The shares of the total project cost of 
Andhra Pradesh, Ciujarat and Madhya 
Pradesh were about 7 per cent each 

FORECASr FOR 1986 

On the basis of the phasing of capital ex 
penditure to be incurred on projects sane 
tioned assistance by the term lending institu 
tions up to the end of 1985, the investment 
in the pnvate corporate sector in 1986 is 
estimated at Rs 2,483 crore To this, about 
Rs 700 crore may be added as the likely in 
vestment in projects to be sanctioned during 
1986 Itself (In the total investment in 1985, 
Rs 715 crore came from projects sanction 
cd in 1985 itself) For the reasons stated 
elsewhere, this does not include the advance 
expenditure, incurred in 1986 on projects 
which may be sanctioned during 1987 and 
subsequent years Another Rs 350 crore of 
mvestment vould be estimated to be financed 
under the Bill Rediscounting Scheme of IDBI 
Thus the total investment in the pnvate cor 
porate sector in all the projects can be 
expected to be Rs 3,533 crore in 1986 as 
against Rs 3,250 crore in 1985 recording an 
increase of 8 7 per cent in nominal terms in 
1986 

OvERALt Investment Trends 

As can be seen from Ihble 1 there have 
been wide variations in the growth rate of 
investment from year to year during the past 
ten years An interesting feature brought out 
by the Ihble is that up to 1981 the annual 
rate of growth in investment was on average 
quite high Ibmporary declines in rate of 
growth as m 1978 and 1979 were more than 
made good by substantially high growth 
rates in subsequent years as in 1980 and 1981 

There seems to have been, however, a 
break in the above trend since 1982 with an 
overall deceleration in the rate of growth of 
mvestment in the private corporate sector as 
brought out by the phasing ol investment in 
projects sanctioned assistance by the all 
India institutions 

However, as mentioned earlier in this 
article, the projects covered by the all India 
term lending institutions do not represent the 
total investment in the pnvate corporate sec 
tor This IS due to the fact that several well 
established companies execute projects cither 
through the internally generated resources 
or raising money directly from the public 
without approaching the alMndia term len 
ding institutions The data also do not cover 
investments in the smaller compames flnanc- 
ed by banks and state Jgvel institutions In 
order to get a comprehensive picture of the 
investment in the pnvate corporate sector, 
a study of all such categories of companies 


needs to be undertaken There seems, there¬ 
fore, to be a need for an alternative and more 
comprehensive study of the trends and 
intentions of private corporate investment 
in the economy 
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Concentration and Growth in 
Indian Tea Industry 

INeelanjana Mitra 

This paper examines the nature and extent oj com entration in the Indian tea industry and compares the rates 
of growth of output of different size-groups affirms constituting the industry Section Jl oJ the paper presents 
a picture of concentration in the industry in terms of two alternative measures of firm size and compares the 
growth of production and acreage for different size groups offirms The disc ussion is then c one luded in Section 
HI with some policy prescriptions 


1 

A MAJOR problem facing the Indian tea 
industry is believed to be the growth of tea 
production not keeping pace with the rising 
international and domestic demand for 
Indian tea Normally, with rising demand, 
one would expect the tea industry to increase 
us supply in order to take advantage of the 
prevailing market conditions. The co 
existence of firms of different sizes, might 
cause aggregate supply to be less responsive 
to price Indeed, the Indian tea industry con 
sists ot firms of different sizes and the 
lesponsiveness of supply v,ith respect to 
price for these firms may be quite different 
in magnitude If this is the case, then firms 
in diffeient size groups may respond to a rise 
in market prices differently and the respon 
siveness of aggregate supply to market price 
changes would depend on the size distribu 
tion of firms within the Indian tea industry 
Our present study is based on the belief that 
the extent of concentration in the Indian tea 
industry may, not some extent, explain the 
observed slow growth of the tea production 

In the present paper, we shall examine the 
nature and extent of concentration in the 
Indian tea industry and also compare the 
rate of growth of output of different sue 
groups of films constituting the industry 
The structure of the present paper is as 
follows Section 11 presents a picture ot con 
centration in the industry in terms of two 
alternative measures of firm size; namely, the 
level of production and acreage under tea 
and compares the growth in production and 
acreage for different size groups of firms 
Finally, in Section HI we conclude the 
discussion with some lemarks and policy 
prescriptions 

11 

In this section, we shall examine the cx 
tent ot concentration in the lea industry and 
to what extent this concentration changed 
over time, namely, between the two periods 
1973 76 and 1977-80 ' Usually, coiicentra 
tion in an industry depends on the number 
of firms constituting the industry and the 
distribution of production, capacity or ouiet 
indicators of the size of production Clearly 
from an economic point of view, the share 
of individual firms rather than the number 
of firms in the industry is more important 
in the measurement of concentmbon In the 
present exercise, we have considered two 


measures of industrial concentration, namely, 
the Herfindaul Hirschman (hereafter H H) 

n _ 

index, Z pf, and the Hall and I ideman 
(hereafter H I) index,_ 

n 

2 i I p. 1 

where p, is the i ciceiuage of a size measure 
such as pioduction oi acreage i ontrolled by 
the ith firm (the lattei measure weights each 
firm by its rank the ith largest firm receiv 
ing weight I) and n' is the number ot firms 
in the indus'ry As these two are only sum 
mary measures of industrial concentration, 
tor examining the changes in concentration 
between two periods 1973 76 and 1977 80, 
'he concentration curve corresponding to 
these two periods have also been compared 
An alternative measure, namely, the vai lance 
of logaiithm of productiod and acreage con 
trolled by individual firms has also been 
used for comparing the concentration over 
the two time periods In the next stage oi 
the analysis an attempt has been made, to 
analyse the observed change in concentra 
tion in terms of the changes in the mean and 
variance of production and acreage tor 
different size groups of firms 

The analysis has been based on tirmwise 
data on production and acreage from the 
Calcutta Stock Exchange yeai books 
1973 80, relating to firms registered with this 
Stock Exchange only The firms coveirxl here 
are thus mostly Noith Indian Ones A small 
number of Norih Ind<an fiims has not been 
covered as these are not registered with the 
Stock Exchange priinatily because they aie 
private limited and small in size I he firms 
considered here aicoui,i(d for 42 ‘i per cent 
of total production and 33 I per cent of total 
acreage of the industry during the pciiod 
1973 76 For th^ j ciiod i977 80 tht corres 
ponding figures art SO 9 pei cent ind 36 2 
per tent resptciivcly The coverage ic 
incomplete due to lack of data avail, bilitv 
at the hrm level However, no laigt linn has 
been excluded from the study Fun her the 
proportion of output account^ lor by fiims 
included in the study has increased So the 
result that the extent of concentrition has 
increased over time is unlikely to be upset 
even if a wider coverage of firms is obtained ‘ 

Let us first examine the concentration 
curves for production for the two periods 
Ibble 1 gives the share in total production 
ot groups of firms, arranged in descending 
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order of size of production, for the periods 
1973 76 and 1977 80 along with their annuzd 
compound rate of growth of pioduction 
between these two periods fhe totid number 
of firms whose production figures were 
available are 88 and 87 tor 19‘’3 76 and 
1977 80 respectively ’ 

It mav be observed that the extent of con 
centration in production ot tea is rather high 
as around 60 per cent of the total output of 
the firms covered in the study is controlled 
by the largest ten firms, compared to a figure 
of 15 10 20 per cent as the share of .he next 
ten firms It mav also be observed that the 
share of the largest ten firms declined to 
some extent, while the share of the next two 
groups increased This may he attributed to 
the higher late ot growth of output for some 
of the latter groups compared to the largest 
ten firms and also to the other groups of 
smaller f.rms This observation alone, as we 
shall see later, does not necessarily indicate 
a fail in concentiatioii between the two 
periods 

The summary measures namely the H-H 
and the H T indices, however indicate a mild 
rise in concentration with respect to produc 
lion for the period 1973 76 the H H index 
woiked out to be OOxi and the H I index 
was 0 0402 I he coi responding igures for 
the period '977 80 were 00^7 and 0 0404 
respectively These results apparently con 
t adict the obseivaticm made in the previous 
paraeiaph We hall later examine this in 
gicatci dctiii 

Next we shall repeal the exercise tor 
aiialvsing the degree of concentration with 
icspect to acreage under the tea It may be 
mentioned that acreage under tea .nay be 
used to define the productive capacity of 
individual firms and hence can be used fur 
an analysis of the degree of concentration 
III productive capacity in the iiidustiy We 
shall first examine the coi.c entration curve 
lor acreage tor the two periods Tabic 2 gives 
the share in total acreage oi groups of firms, 
arranged in descending order of acreage con¬ 
trolled. for the periods WJ 76 and 1977-80 
along with their annual compound rale of 
growth of acreage between these two 
periods fhe total number of firms whose 
acreage figures could be obtained are 81 and 
72 for 1973 76 and 1977 80 respectively 

It may be observed that the extent of con 
centration in tea ac'eage is rather high, as 
in the case of production since around 60 per 
cent of the total acreage of the firms coveted 
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it controlled by the ten largest firms, com¬ 
pared to a figure of say 16 to 17 percent as 
the duue of the not ten firms. It may also be 
observed that the share of the toi lai^ and 
the next ten largest firms increased to some 
extent, white the share of the latter groups of 
smaller firms declined. Alternatively, this 
can be seen in terms of the higher rate of 
growth of acreage controlled by the first two 
large groups as compared to the groups of 
smaller firms. 

The summary measures, namely, the H-H 
and H-T indices too indicate a mild rise in 
concentration with respect to acreage For 
the period 1973-76, the H-H index worked 
out to be 0.0516 and H-T index was 0.032. 
The corresponding figures for the period 
1977-80 were 0.0522 and 0.038 respectively. 

We shall now turn to a detailed analysis 
of the change in concentration between 
1973-76 and 1977-80. To be specific, we shall 
consider the mean and standard deviation 
(SD) of production and acreage of three size 
groups of firms, namely, Isuge, medium and 
small firms. Here the classification of the 
Hrms into these three size classes has been 
based on the level of production. Firms with 
an annual production of less than 1.9 mkg, 
between 1.9 mkg and 6 mkg. and 6 mkg and 
above have been regarded as small, medium 
and large firms respectively. 

In Ihble 3 below, we present the mean level 
of production and the SO of production of 
different size groups of firms along with the 
proportion of the mean production to the 
overall average production and the pro¬ 
portion of firms in different size groups. 

From the above '^ble, if we consider the 
mean level (X j) and the SD (Sp of produc¬ 
tion within each group(F), we find that for 
all the three groups, the mean and SD of 
production have increased over the two 
periods; on the other hand, while the pro¬ 
portion of large and medium firms have 
increased, the proportion of small firms has 
declined. 

Ihble 3 gives a disaggregative picture 
regarding intra-group concentration, it may 
be mentioned that as the coefficient of varia- 

5 

tlon (i e, -j^) gives a relative measure of 
concentration, by considering the move- 

S| 

ments in (j = it 2, 3), we can 

find what happens to relative concentration 
within a group. Amongst ail the three 
groups, the increase in the SD has been 
greater than the rise in the mean in that 
group, indicating an increase in concentra¬ 
tion within each of the three groups as well. 

Thus, it is found that with respect to pro¬ 
duction, concentration is not only high, but 
has increased over time due to an increase 
in concentration within Utc individual 
groups as welt as an increase in the pro- 
ptntion of firms in the large and medium 
groups. 

The estimatjfs presented in Ihble 3 can 


be utilised for a somewhat further detailed 
analysis of the change in concentration bet¬ 
ween the two periods. It may be noted that 
H-H index for the type for the type of 
groups considered here can be expressed a.s; 


H = I _ pf 


3 

X 

I ” 


n.X 


'i^i 




n X 


where n^ is the number of firms in the jth 


size group (j = 1, 2, 3), Z n, = n, X is 
j-t ' 

the average production of all Arms and X^ 
is the average production ot the jth group. 
It thus follows that the change in the H-H 


index, i a A H between the two periods can 
be written as: 



Thus, AH can be explained in terms of the 


movements in (j>»l, 2, 3). On 

n 

the basis of Thble 3, it may be worked out 
that the contribution of the mean change 
is —22.09 and the contribution of the 
change in the proportion of firms is 2324.1, 
the total change in the H;H index, i e; A H 
being 2302.02, implying ain increase in con- 


TiSBle I: PhwfNTAOB Sharp in Total PRooucrioN op Groups or-F irms for 1973-76 and 1977-80 


Groups of Firms 
(in descending order of 
size of production) 

(1) 

Percentage of Production Controlled 

1973-76 

(2) 

1977-80 

(3) 

Annual Compound 
Rale of Growth 
(4) 

Largest 

10 

64.98 

62.01 

6.7 

Next 

10 

15.99 

19.50 

13.5 

Next 

10 

5.67 

6.65 

12.4 

Next 

10 

3.70 

3.24 

4.5 

Next 

10 

3.22 

2.89 

5.0 

Next 

10 

2.55 

2.29 

5.0 

Next 

10 

1.92 

1.87 

7.0 

Next 

10 

1.44 

1.20 

3.0 

Next 

8 

0.53 

0.35 



{for 7 firms only) 


Table 2: Pprc eniage Shake in Toiai. At KEAOE op Groups of Firms for 1973-76 and 1977-80 
Groups of Firms __Per cemag e of Acreage Controlled__ 


(in descending order 
of size of acreage) 

(1) 

1973-76 

(2) 

1977-80 

(3) 

.Annual Compound 
Rate of Growth 
(4) 

Largest 

10 

58.9 

60.7' 

4.84 

Next 

10 

16.1 

17.3 

6.32 

Next 

10 

9.0 

8.2 

-0.60 

Next 

10 

5.7 

5.2 

-1.02 

Next 

10 

4.8 

3.6 

-1.04 

Next 

10 

3.3 

2.9 

-1.53 

Next 

10 

2.0 



Next 

12 

0.2 

(for 11 firms only) 

2.1 
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Table 3: Analysis op’ the Mp:asures or CoNCENTRArioN Based on Production 


Size 

Period 

Number of 

Mean • 

S D of 

Mean 

Proportion 

Group of 


Firms 

Production 

Production 

Production 

of Firms 

Firms 



Level, 


of the Croup 

in Each 




(in mkgs) 


as a 

Proportion 
of Overall 

Group 






Average 

Production 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Large 

1973-76 

11 

12.90 

6.77 

5.47 

0.12 


1977-80 

13 

15.43 

8.32 

4.73 

0.15 

Medium 

1973-76 

7 

3.33 

t.24 

1.41 

0.08 


1977-80 

9 

3.97 

1.54 

1.22 

0.10 

Small 

1973-76 

70 

0.61 

0.38 

0.26 

0.80 


1977-80 

65 

0.73 

0.48 

0.26 

0.75 

All Firms 

1973-76 

88 

2.36 

4,70 

1 

1 


1977-80 

87 

3.26 

6.11 

1 

1 
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ceatration due to an over-fiding influence of 
the rile in the proportion of smaller firms 
in the total firms considered which more 
than compensated the reduction in in¬ 
equality resulting from a tendency of the 
mean level of production to equa^ 

Now we shall turn to a detailed analysis 
of the change in concentration with respect 
to acreage during 1973-76 to 1977-80 hy con¬ 
sidering Ihble 4 piv-*tited below. The Ihbte 
shows that the mi.» .reage level has in¬ 
creased for the large and small groups, while 
it has declined for the medium size firms. 
The increase in the mean acreage of large 
firms strongly suggests that the inclusion of 
new firms from other groups to the ‘large* 
group alone has not led to this increasing, 
but there has been an increase in the average 
size of the firms which were in this category 
in the earlier period 1973-76. The SD of 
acreage has registered a decline for the large 
and medium groups, while it has increased 
for the small Arms. The proportion of firms 
in the large group has risen, while in the 
medium and small groups have declined. 

Now we shall try to decompose this in¬ 
crease in concentration with the help of 
Ihble 4. which gives a disaggregative picture 
of the intra-group concentration. Within the 
group of large Arms, the mean acreage has 
increased, while the SD of acreage has 
declined, indicating a fall in concentration 
based on acreage among the large Arms. For 
the medium Arms, the fall in SD of acreage 
has been greater than the falUn the mean, 
indicating a fall in concentration within this 
group as well. Within the group of small 
Arms, concentration has increased avtt time, 
since the increase in the SD of acreage has 
been greater than the increase in the mean 
acreage of the group. 

Thus, with respect to acreage too, concen¬ 
tration is not only high, but has increased 
over the two periods 1973-76 to 1977-80. 

As has been done earlier for production, 
for acreage too, the change in concentration 
may be analysed in terms of the change in 
the H-H index with the hdp of the estimates 
given in Ihble 4. In this case, the change in 
the H-H index due to a change in the mean 
acreage of different groups of Arms alone 
turns out be —IZM, while the change in con¬ 
centration resulting from the change in the 
proportion of firms in different size groups 
alone is 8579.47. Thus, the total change in 
the H-H index, which worked out to be 
8366.83, is the resultant of the equalising 
effects of mean changes and the inequalis- 
Ing effects of the change in the distribution 
of Arms over diffeient size groups. 

It will also be interesting to examine how 
the yield rates (defined to be the production 
in kgs per hectare of land) changed for 
difGnent size groups of firms over the two 
periods. 

It may be noted that the wiaoee of the 
logaritlim of a size wmiabie is • mnsuie of 
the reigtim loetoalityAxHiceamtion of the 


distribution of the size variable. The variance 
of the logarithm of the yidd rate it the dif¬ 
ference between the variance of the loga¬ 
rithm of production and acreage Thus, if 
the inequity in the distribution of produc¬ 
tion and acreage as measured by the variance 
of the logarithm of the respective variables 
are compared, one would id an idea about 
the variation of yield rate over firms. 

Ihble 5 piesenu the variances of loga¬ 
rithms of {Auction [Vhr (log P,)], acreage 
(Var (log Aj)] and yield [Vhr (log Y,)] com¬ 
puted for the two periods 1973-76 and 
1977-80. 

From' Ihble S, it may be observed that 
though concentration in production and 
aaeage have registatd an increase, concen¬ 
tration in production has increased to a 
lesser extent. The yield rate tended to get 
mote equalised in the latter penod as 
reflected by the change in the variance of the 
logarithm of yidd between the two periods. 
The fact that the yield rates of firms of dif¬ 
ferent sizes tended to equalise is borne by 
the fact that the average yield rate of the 
large group fell from 2680.7 in 1973-76 to 
1847.2 in 1977-80, that of medium and small 
groups of Arms rose from 1452.0 and 1447.3 
in 1973-76 to 1870.6 and 1491.8 in 1977-80 
respectively. 

The impact of the increase in concentra¬ 
tion in acreage, i e, in production capacity, 
is neutralised to some extent, thus resulting 
in a smaller nse m concentration in produc¬ 
tion essentially through a tendency of yidd 
rates to get equalised across difliBrent size 
groups of Arms 

III 

Given the growth of tea production vis- 
a-vis that of domestic and international 
demand, we attonpted to examine the extent 
to which this phenomenon could be related 
to the natum extent and change in concen¬ 
tration in the industry in recent yean. The 
analysis of concentration was undertaken in 
the belief that the co-«dstence of different 


$i« groups of Arms with a high level of con- 
centratimi and the differential responsiveness 
of these different groups of Arms to pro- 
fitabihty may make aggregate supply of 
output less responsive to proAtability, 
thereby affecting the orerali growth of tea 
production. 

From our analysts of the degree of con¬ 
centration m the industry, it was found that 
it was high both with lespea to acreage and 
l»oduction. To And out the nature of 
responsiveness of production of the different 
Arms with respect to proAtability. one 
should consider the respoiuiveness of both 
the components of producuon, namdy. yield 
and acreage Assuming that the same profit¬ 
ability is applicable to all Arms in the 
industry (since differential cost Agures were 
not availi^le), we found that over the period 
under consideraAon, the three size groups 
of Arms considered, namely, largq medium 
and small have responded to proAtability, 
but not in a similar manner: the large Arms 
have reduced yield but increased acreage, 
while the medium Arms have increased yidd 
but reduced acreage and the small Arms haw 
responded by increasing both yield and 
acreage. 

Tabi r 5 Estimaifd Variani i of 
1 o<,ARiTHMS oi- Production, Acrfaoe 
AND Yiud. 1973-76 AND 1977-80* 

Period 1973-76 1977-80 

(1) (2) (3) 

Var Oog P,) 0 303 (0 312) 0 346 (0.351) 

Var (log A,) 0.217 (0.202) 0.284 (0.260) 

Var (log Y,) 0086 _ 0.062 _ 

Afo/e; * TWo sets of Agures have been reported 
m the above 'Able The figures outside 
the brackets are estimated on the basis 
of data of Arms for which borh pro¬ 
duction and acreage Agures were 
available; while the estimates within 
brackets are based on data for all Arms 
for which production/acreage Agures 
were available. 


Tablf 4. Analvsis of the Measures of Concentration Based on Acreage 


Size 

Period 

Number of 

Mean 

S Dof 

Mean 

Proportion 

Group of 


Firms 

Acreage 

Acreage 

Acreage of 

of Finns 

Firms* 



(in hectares) 


the Group as 

m Each 






Proportion 
of Overall 

Group 






Average 

Acreage 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Large 

1973-76 

8 

6986.7 

4723.2 

4.99 

0.099 

1977-80 

10 

8303.9 

4199 3 

4.43 

0139 

Medium 

1973-76 

8 

2436.8 

752.9 

1.74 

0.099 


1977-80 

7 

2336 8 

613.5 

1.25 

0.097 

Small 

1973-76 

65 

583.8 

389.9 

0.42 

a802 


1977-80 

55 

645.0 

510.3 

0.34 

0.764 

All Finns 

1973-76 

81 

1399.2 

2427.6 

1 

1 


1977-80 

72 

1873.2 

3078.9 

1 

1 


Now. * Definition of size groups of firms is in terms of production levd as mentioned in the 
text. However, acreage data are available for a smaller number of Arms. Hence the 
coverage in the above Ihble is somewhat less comprehensive than that in Ihble 3. 
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^^^bicreuiiig acreage has been more profit- 
iMa for the large firms perlnvs because of 
‘^pertain advantages, e g, easier credit facilities 
they enjoy because they are ‘large’ 
'The absolute yield level is also much higher) 
for large firms which may be due to techmcal 
efficiency, both at the garden and at the 
management level The fall in the yield mte 
the large firms from 1973-76 to 1977-gO 
nay either be due to substantial expansion 


fa acreage leading to a fall ffl aggregate ywki, 
even though the yield rate on the mature area 
is maintained or due to the facts that the 
laige firms have twitched to ‘quality’ tea, 
which necessitates fine (ducking and hence 
portrays a reduction in the yield rate If the 
small and medium firms, who are opeiaung 
with yield rates which fall short of that of 
the large firms, can be induced to increase 
th«r yield levels via different types of incen¬ 
tives given by the government, then this 
would resuit in a higher growth of all-India 
output of tea In this context it miq' be men¬ 
tioned that the policy adopted for the Iba 
Board m the Sevmth Plan has been precisely 
in this direction the government has pro¬ 
vided for assistance to increase the yield of 
the potential firms to the respeative district 
average yield figures In the Sixth Plan too, 
loans and subsidies were made available for 
the benefit of the small growers under 
diflerent schemes which are financed under 
both Plan und Cess Plan Budget of the Iba 


Board 


It we take the domestic price of Indian 
tea relative to the London/mternational 


price of Indian tea in any year ‘t’, namely, 
Pfyp|, as an index of the pnee of ‘common 
tea' relative to the pnee of ‘quality tea’, we 
find that the regression of yield rate of the 
large firms in any year ‘t’, viz, Y}-on Pj^P^ 
> shows that the coefficient of the latter is 
positive. While the regression of Y^and Yf, 
I e, the yield rate of medium and small firms 
respectively on P|fP[ yield negative co 
efficients of the latter m both the regtessions, 
mdicaung that as the pace of quality tea rises 
relative to that of common tea, the large 
firms switch to the production of quality tea, 
which gives lower yield as it involves fine 
i plucking On the other hand, in the case of 
I medium and small firms, the yield rates rise 
indicating that they switch to common tea 
which gives higher yield rate. Thus, we fmd 
that the large firms find it profitable to 
switch to quality tea, though this means a 
smaller volume of tea produced, while on 
the contrary the medium and smaU firms do 
not, who alM operate at yield rates far below 
that of the large firms lilts is indicative of 
the fhet that the cost conditions me not iden- 
Qcat for the large, medium and small firms 


In this situation, if an amalgamation of 
the small firms is brought about, thereby 
, fusing a reduction in concentration, then 
they too can gam the techmcal efficiency and 
; «vi^ the favourable cost conditions etqoyed 
by the large firms and can attain the level 
1 ^ of yield of the targe firmt thcrafor raiiini the 
rate of growth of agaregate pceduwon. 
^’Though not an easy siiial^tion of 


dw sinall films was attonpied by the govern- 
ment One way of bringing about amalga¬ 
mation would be to form co-operatives Fbr 
cxanqde some of the small firms do not hwe 
their own processing factories at the respec¬ 
tive gardens, they have to take it to a com¬ 
mon fisetory, which would lead to cost dis¬ 
advantage vis-a-vis large firms who have 
thnr own processing factories. Amalgama¬ 
tion would, for exampli; help In getting the 
tea processed at the co-operative factory, 
thereby removing cost disadvantages of the 
small units 

Thus, through an amalgatioa of the small 
and medium firms, a reduction in concen- 
tiabon can be achieved, which would not only 
accelerate the rate of growth of Indian tea 
producsion. but its responsiveness to the in 
temational market price mi^ move m favour 
of producoon of quality tea. thereby meeting 
the foreign demand and earmng valuable 
foreign exchange for the countiy Thus, if 
the government seeks to provide incentives 
for amalgamation and in the meantime the 
small growers are given various types of 
assistance to increase productivity, then 
assregate production can be stepped up 
sufficiently to meet both domestic and in 
temational demand 

Nolca 

1 1 he choice of these two periods is based on 
the consideration that the rates of giowth of 
production and exports have been remark 
ably lower doling 1977 80 than in previous 
years Given the constraint of data avail 
ability, we have restricted the analysis here 
to two periods, namely, 1973-76 and 1977 80 

2 Presumably, the firms mentioned in the 
source are even smaller on the average than 


the smaO firms itttfoded fo foe Itudy. Ffotheq 
there u im infonmuion abom mqp amnlmun* 
twn among the smaller fMs ottadedfkom 
the study These coniktentioiu lend to 
strengthen the concluiion in the text. 

3 Smeem the two periods, the number of films 
are differait, in drawing the concentration 
curves, we have udwn the cumulated per¬ 
centage of the number of firms rather than 
the absolute number of firms 


Phnnnaceutical Innovations 
TAMIL NADU OADHA PHAR¬ 
MACEUTICALS (TDP) claims to have 
earned distinction of being second in the 
world to develop the process for manufacture 
of Buprenorphine bulk drug, an analgesic 
so effective that n could change the way of 
management of pam including post-operative 
pain What is more, the company will 
market it in India at a price around one 
tenth of the intei national price The product 
IS to be launched on May 27 M Mahendra 
Uadha, Managing Director, told newsmen 
in Bombay that the drug is effectisc in as 
low a dose as 0 3 mg The company has been 
able to develop the process for its manufac 
tute after intensive research work foi over 
five years This drug alone is expect-J to add 
to the company’s turnover by about Rs 12 
cror^ per annum 1 he company’s present 
turnover is around Rs 20 crore TDP has also 
developed the process for the basic manufac 
lure ol PiroMcam, the anti arthiitic that has 
been an instant success in the international 
market by virtue of ns distinct therapeutic 
superiority The bulk drug and the foimula 
tion await launch pending approval fiom the 
Central government 
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HOUSEHOLDS AND THE WORLD ECONOM/ 

The basic building blocks of economies- households-ate usually neglected m most large 
scale economic analyses In this comprehensive volume leading American and European 
scholars present the first world systems analysis of the household bringing to light the 
crucial link between the world economy the state and individual household behaviour 
This collection ts a stimulatms scholarly aSdition to an impressive senes Valuable 
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focus on the household as an economic unit Fach article is well written self 
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Policy towards Women before and after 
Cultural Revolution 

A Feminist Penpective 

Govind Kelkar 

Women in Rural China, Policy towards Women before and after the 
Cultural Revolution by Vibeke Hemmel and Pia Sindbjerg; Curzon Press and 
Humanities Press. Scandinavian Institute of Asian Studies, Copenhagen, 1984. 
Revolution Postponed, Women in Contemporary China by Margery Wolf; 
Stanford University Press, 198S. 


THE need to understand the relationship 
between socialism and women’s halfway 
liberation has led to a renewed interest in this 
topic with contemporary emphasis being on 
the family as the site of women’s oppression 
and subordination. The effect has been to 
review socialist policy towards women in 
tcims of functioning processes and to locate 
Its reproduction in arresting development of 
socialism, with unfortunate influences on an 
understanding of crucial issues, such as the 
formation of political consciousness, revolu¬ 
tionary culture, and so on. These books are 
speciiically concerned with the relationship 
between the institutionalised social relations 
of the tamib and the class struggle. The 
.iryument is that in certain periods of 
socialist deselopment in China, women were 
motivated to delend their domestic role in 
the family, at least in part, by its necessity 
in improving the standard of liwng, the wag¬ 
ing of class sti uggle and the development of 
productive forces. While the Chinese leader¬ 
ship emphasised the importance of women’s 
participation in social production and class 
struggle in order to shape the character of 
a society, government policy towaids women, 
however, ignored the sexual division of 
labour within the family. These are seen as 
the central elements in the construction of 
gender identity and the extension of patri¬ 
archy. The discussions have political implica¬ 
tions with regard to social attitudes, not only 
towards the family itself but also in resolv¬ 
ing the tension b^ween class struggle and 
the women's movement. 

After a brief review of the development 
of collectivisation in rural China and of the 
history of the Women’s Federation, the two 
authors of “Women in Rural China’’ give a 
detailed analysis of policy towards women 
before and after the Cultural Revolution. 
Popular assumption is that during the 
Cultural Revolution the leadership gave a 
focused attention to the woman question, 
attacked traditional family structure and 
made attempts to do away ^ith women’s 
subordination. Further, that there were two 
distinct lines of policy towaids women in the 
1960s and the 1970s. Vibeke Hemmel and 
Pia Sindbjerg. however, categorically con¬ 
clude that in the two politically significant 
periods there has been no serious attempt 
to remove the materially-based cause of 
women’s suppression. 

In theory, every kind of work it part of 


revolutionary work in both periods, but in 
practice women’s unpaid work in the form 
of household duties and childcare is not con¬ 
sidered to be productive labour, though it 
is a necessary precondition of any produc¬ 
tion. Work is evaluated according to the 
amount of exchange imlue it produces and 
therefore women’s work is lower than other 
work. The authors repeatedly question the 
political construction of women’s work in 
a socialist society Whether it is correct to 
pay only for work which “produces surplus 
value for the state but not for work which 
is vital for the socialisation of labour force 
and as such an essential prerequisite for any 
production of surplus value”. 

More importantly, from the perspective of 
women, a woman’s access to social produc¬ 
tion/paid employment is essential for her in¬ 
dependence in society. Women’s movement 
from the beginning adopted Engel’s analysis 
of the family that in order to emancipate 
women they must be enabled to take part in 
production on a large social scale, while at 
the same time they are to be substantially 
relieved from the domestic work by means 
of the collectivisation and industri^isation 
of household work. 

WoMtN AND Work 

According to Xinhua estimates of March 
1960, ninety per cent of all able-bodied 
women in the countryside were in the labour 
force. These admittedly rough estimates 
(because of the inaccuracy of d^lcd figures 
available in different regions) are not 
strikingly different from those we have for 
the period after the Cultural Revolution. The 
authors do not seem to have any informa¬ 
tion on how many of these women have part- 
time or half-day work or work only in the 
busy seasons. In another study Marina 
Thorborg concludes, after a painstaking 
analysis of the very uneven rural employ¬ 
ment data available from China, that only 
about one-third of the rural women work 
flill-time in agriculture and two-thirds work 
part-time.' These figures in my view, in 
some disagreement With Margery Wolf, say 
a great deal about the iaige-scale economic 
participation of Chinese women in the 
country-side In the period piereding Libera¬ 
tion, for instance John tossing Buck in his 
agricultural surveys of 1920s and 1930$ 
estimated that women contributed some¬ 
where between 9 and 16 per cent of agri¬ 


cultural work, depending upon whether they 
lived in the North or the South: and in the 
winter-wheat and millet growing areas of the 
far North, their share of the awcultural 
work was a mere S per cent? Despite 
impressive accounts of women’s participa¬ 
tion in socitd production in the years fottow- 
{.tg the Liberation, childcare facilities and 
technological improvements which can 
relieve women from domestic drudgery have 
made very limited progress. Moreover, these 
facilities are rather expensive and available 
mostly in urban areas. 

Does the state look upon house-work as 
the duty of both (man and woman) or as 
the ‘natural’ duty of the wife? The women’s 
papers of the early and mid-sixties are 
mainly preoccupied with women in the role 
as producers, though frequently there have 
been discussions of whether this is justifled. 
Also these were regular campaigns where 
‘dependents’ (women) were organised for 
production. An article in 1964 discussed the 
relationship of work and house-work and 
urged women to solve the contradiction 
between housework and productive work 
and pointed out that the correct way of 
doing this is that “women increase thdr 
class-consciousness and put productive 
labour flrst and house-work seebnd”.’ This 
period is marked, according to the two 
Danish scholars, by two tendencies which 
tend to reinforce tradition: (I) the idea that 
suitability for house-work is part of ‘Uie 
female nature’ and (2) women’s tasks an 
contradictory, though it b only a temporary 
contradiction, and it would be impractied 
to solve it by demanding women to be 
relieved of house-work. 

In the early seventies, there were cam¬ 
paigns for 'sharing house-work’* and 
criticism of Lin Biao and Confucius, as 
symbols of feudal ideas and of the ideology 
of the previous ruling class. For the first 
time, an attempt was made to deal with the 
problems of women in the family and thdr 
ideological suppression. Men were urged to 
assist women not just in their political tasks 
but also in the house-work. Women were 
urged to give up their enslavement in the 
home and their feeling of inferiority and not 
to be afraid of taking part in social produc¬ 
tion and in politics. 1975 was marked by a 
few descriptions of Chinese women as the 
leaders of peasant revolts and of women who 
had played an important part in the history 
of the revolution. 

However, this departure from the pre- 
Cultural R^olution years has more to do 
with “the virtues emphasised than with 
practical reality”. The family, which u the 
main barrier to women’s liberation, is 
regarded in both periods as an indispensable 
economic institution for society. 'Omen’s 
work on the private plot is still imporunt 
for family subsistence and widespread prac¬ 
tices of wage disparity, domestication of 
women’s work, old sex roles, and general 
Belief in inferiority of women are the 
common ills in rural China. 

Margery Wolf maintains that patriarchy 
is not only a family ideology but a state 
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ideology a» welt Planners in China have 
Ignored the fact that patnarchal thinking, 
the ideology of the men's family, pervades 
eveiy aspect of < hincse society and con 
tinues to impede women’s full participation 
in political pioccss and organisation of the 
economy 1 he Man lagt I^w of 19S0 did not 
aim at destroying the family, but it did seek 
to transform power relations within a 
patriarchal inultigeneration domestic unit 
Later, however, it was left to the natural 
erosion expected to result from other 
socialist changes The argument was that 
family tics, vitalised by ideology and emo 
tions, bind together labouring individuals 
(both able bodied and semi able bodied men 
and women) and secure for members an 
equal share in the product ol labour, such 
ties and affection help them in their historic 
sti iiggie against class oppression What was 
not realised was that social relations within 
the family were not fully transformed and 
the sexual division of labour was likely to 
engender patriarchally constructed hierarchy 
and the relations of dominance and sub 
ordination between men and women 

I xviiiY Pot ICY 

Chinese families have changed since the 
introduction of public ownership of the 
means of production Women and other 
family members are considered equal in the 
collective economy of the counttyside. Plan 
ning tor the collective reproduction services 
to be provided by tht people’s communes 
were the basis of gradual solution of the con 
tradiction between women's social produc 
tion and house work The new type of 
'socialist' families wcic organised on the 
principle of demociacy, harmony unity 
labour and production While accepting the 
need for reform to eliminate “the cultural 
leftovers from the old scKicty" through 
struggle with a communist spirit and 
socialist education, writings in the pre 
cultural Revolution period advocated the 
need for a happy and equal marriages 
because such marriages not only contribute 
to women’s emancipation but they also 
inciease people’s zeal and benefit scKialists 
production Throughout the early sixties, 
Zhungguo funu (Women of China) was 
engaged in the debate on love, happiness and 
mor^ity in marriage and the ciiteria for 
choosing a husband 

The class character of love and of the 
women’s question was the main point nl the 
later criticism ol Zhungguo liinu in the 
Cultural Revolution and it was pointed out 
that “the class struggle is also present in the 
woman question’ and that "there are still 
class distinctions among women ’ Produc 
tion and revolution were considered the most 
important factors in the lives of Chinese 
women—‘women are revolutionary cadies 
and women” Further, women were told that 
house work and childcare are also important 
Jobs and mass organisations like Women’s 
Federation and the Young Communist 
League can help the women to treat the con 
fradictton in a correst way Some of the 
model women exemplified by the official 
)ftedia represented both their excellence in 


(1) produi tion and therefore political wora 
and efftcicncY (2) in house-work as well as 
in taking care c f the husband and children 
This amounts to saying that women who 
have a revolutionary consciousness can in 
orgamsauonal work as well as in house-work 
fully demonstrate a zeal and capacity to 
carry out work effectively m accorduice with 
the right political pnnciples There is, 
however, an implicit assumption that tradi¬ 
tional women’s work should be retained 
The question then must be which part ol 
the political codex on the woman question 
should be preserved and developed because 
of Its levoiuuonary character and which part 
snould be left undeveloped because of us 
non progressivencsst The mam contradic 
tion IS thus seen between the women’s 
ideology and their practice and not between 
the demands made on them by a political 
system and their ability to meet these 
demands The basic idea of family policy in 
China during these years was to create 
socialist families with equality between 
husband and wife. However, no demand for 
equality should go so far as to upset peace 
and harmony in the family as this would 
adversely affect production and political life 
In the following years of the Cultural 
Revolution, the important iactor was 
‘politics in command’ and the emphasis on 
production was cnticised because it kept 
women at their duties at home In the two 
line struggle, I lu Shaoqi’s supporters used 
family as an argument against equal pay for 
women It was argued that when each family 
consists of men and women- old and young 
then It IS pointless to say that women get 
a smallei wage as each individual family will 
not notice the dilference Maoist maxims of 
“women hold up half the sky", “anything 
men can do, women can also do’’ are of httle 
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HlSlORlCAl lY plantations were fi pro 
duct ot colonialism In the earlier years, 
planters spared no method to recruit people 
to work in the plantations In addition to 
dangling a package of facihties which were 
often more imaginary than real, coercion 
and brute force were extensively used to 
bring labour to the workplace It appears 
that worsening living conditions drove 
people from the plains up the hills for the 
plantations Moieover, the very development 
of plantations accelerated the process of 
pauperisation of the tnbals through usurp¬ 
ing ol forest tracts and of the poor peasants 
who were made to part with a greater share 
of their already meagre production to the 
government in the (orm of land revenue— 
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consequence in the existuig reality of work 
evaluation and the sexual division of labour 
m China The approach towards the woman 
question still had the ambiguity of the 
^lalist Education Movement of the early 
sixties “A revolutionary pobey towards 
women would have questioned the reason¬ 
ableness of women’s double-work, discussed 
the social value of the socialisation women 
carry out and placed the collectivisation of 
house work on the agenda Thu, however, 
was not the case”’ 

The issues of women’s liberation were 
deemed secondary to the important tasks of 
the socialut transformation of the economy 
As long as the demands for women’s libera 
tion remain subordinate- to the economic 
policy of the time, and the Women’s Federa 
tion accepts women’s double work, giving it 
as a pnvate and moral status, the stronghold 
of the tradition of politico-economic con¬ 
siderations will not allow women to liberate 
themselves 

Notes 

1 Manna Thorborg, Chinese Employment 
Policy in 1949 78 with Special Emphasis on 
Women in Rural Production’m ‘ Chinese 
Economy Post Mao' (Joint Economic C om 
miltee Congress of the United States 
Washington. DC. 1978) 

2 John Lossing Buck, Land Utilisation in 
China A Study of 16 786 Farms m 168 
Lo allties and 38 2S6 Farm Families in 
Twenty two Provinces in C hina, 1929 33’ 
(New York Council of Economic and 
( ultural Affairs 1956 p 118) 

3 V Hammel and P Sindbyerg ‘Women m 
Rural China ’, p 30 

4 Henmm Kibao, Mareh 8 1973 

5 Hammel and Sindbyerg op cit, p 73 


and thereby assured a steady supply of 
labour for their needs Another source of 
labour supply was the villages affected by 
famine and natural calamities Migrants 
from these areas could be easily taken as 
resident captive labour All these combined 
to have a determimng influence on the 
character of the plantation labour market 
It was a buyers’ market in the purest sense 
of the term The planter who was interesuxl 
only in accumulating profit gave aj^aUingly 
low wages to the worlxrs and provided prac¬ 
tically no faalities lU-fed, ill-housed and ill- 
treated, workers even died like rats, with 
nobody noticing their deaths. Those workers 
who dared to try to escape from such in¬ 
human conditions were caught by the 
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tion and Lvaludtion Division), New Delhi, 1984, pp 49 


960 



ECONOMIC AND POIITICAL WEEKLY 


May II, 1986 


mercenary guards and even by trained dogs 
and were subjected to the most condign 
punishments They were also inextricably 
caught in the wth of perpetual bondage The 
planter capitahst exploitation on the one side 
and the master-servant feudal relations on 
the other literally squeezed the workers for 
a long period 

However, the development of transport 
and communication facilities gradually led 
to the crumbling of the enclave nature of 
plantations which enabled the workers to 
know what was going on in the ‘outside’ 
world Their outlook began to change and 
the seething discontent ultimately culmi 
nated in organised protests such as the 
Chargola Lxodus in 1921 Before long it 
became clear that the continued existence of 
the plantation system itself would be ques 
Honed it it continued to bank on labour 
practices of the feudal period Thus evolved 
free wage labourers in the plantations 
displacing slavery and indenture The in 
creasing labour protests in the plantations 
also drew considerable inspiration from the 
agrarian movements in the plains under the 
leadership of left wing poliucal forces Con 
sequently, the government was forced to pass 
laws from time to time conceding some of 
the demands such as repeal of earlier anti 
labour legislations like Workmen’s Breach 
ot Contract Act (1925) and the abolition of 
ihc Indenture Ssstem of 1 abour (1915), etc 
I he guvcinmciit had also taken some 
relatively progressive steps such as passing 
Workmen s C ompensation Act (1921) and 
Trade Union Act (1926) and also set up 
V irious C ominittces and Commissions like 
Ro>al ( ommission on Labour (1929), the 
I abour Investigation C omnuttcc (1946), etc 
Nevertheless, the situation did not improve 
to any appreciable extent till Independence 

In fact It was only in the post Indepen 
dcnei period and more specifically in 1951, 
that the Plantation Labour Act, the great 
vsatcished in the history of plantation labour 
was brought about with the laudable objec 
tivc ot providing certain welfare facilities for 
the workers More than three decades have 
passed since the Act came into force—a 
sufficiently long period foi effecting the 
desired improvements in (he living con 
ditions of the plantation workers While the 
Act has undoubtedly eonicired certain 
benefits on the intended btncliciarics, the 
stiuctiiral changes that had been taking 
place on the plantations, such as changes in 
ownership pattern, governmental regulations 
and also the sweeping changes in the larger 
socio economic system encompassing the 
plantations call for a fresh look at the living 
conditions ot plantation labourers This 
helps to understand to what extent the plan 
ters have provided the necessary amenities 
contemplated in the Plantation Labour Act 

It IS in this context that the Union 
Ministry of Labour conducted a study on 
the working and living conditions of planta¬ 
tion workers in three southern states, viz, 
Karnataka. Tkmil Nadu and Kerala The 
study covers tea, coffee and rubber planta¬ 
tions in these three states which together 
account for 60 per cent of the total area 


under these ciops and around SO per cent 
of the tool workei s employed therem 11 w as 
based on a representative sample of 12 
estates encompassing 640 households In this 
review, we propose to take a brief 1 >ok at 
the study in juxtaposition with the I9M Act 
and see to what extent the welfare provisions 
of the Act have been implemented, what is 
the present status of workers, what ne-eds to 
be done in the changing context and, furthei 
how the present report can serve as an 
authentic source ot information for the 
formulation of meaningful policies for the 
plantation labourers We shall focus on 
issues such as casualisation of labour, wage 
rate, productivity child labour, social 
amenities income expenditure pattern and 
indebtedness which we feel ate important for 
a proper understanding of the situation 

CASUAI ISAriON Ol- I ABOl R 

The study reveals that there are only two 
categories of workers in Kerala and Tamil 
Nadu, MZ, permanent and temporary, 
whereas in Karnataka there ts yet another 
cateogory namely casual/contract workers 
It IS found that around IS per cent of the 
workers surveyed were temporary, nearly 
2 per cent casual and the rest permanent 
Tkmil Nadu employs the highest number of 
temporary workers followed by Kerala and 
Karnataka Casual workers are found to be 
significantly large in Karnataka, at more 
than 14 per cent of the total plantation 
workeis employed in the state An important 
aspect of temporaiy and casual/contract 
workers is that they do not come under the 
purview of Plantation Labour Act and hence 
most ot the facilities statutorily provided are 
denied to them 

However, the study has not made any 
attempt to distinguish between temporary 
and casual/contract labour, though the 
categorisation of workers was done under 
such titles also This will give rise to opera 
tional problems when the study is used iOr 
serious analytical purposes Without making 
a clear distinction between these categories, 
the study makes a point in passing that the 
high incidence of casual worters in Karnataka 
may be due to the predominance of small 
holdings in the state which do not find the 
maintenance of permanent workers viable 
It seems more leasonable to attribute this 
phenomenon to the attempt to evade the 
welfare obligations enjoined by the labour 
legislations, the lackadaisical and cavalier 
funcUomng of the administrative machinery 
and, above a!', weak trade unionism 

The report has not recorded any incidence 
of casual labour in Kerala TMs is quite 
surprising for as late as 1978, the Planta 
tion Enquiry C ommittee of Kerala had 
observed a progressive reduction of perma 
nent employment and an ever increasing 
employment of contract-casual labour Our 
investigations also confirm these trends By 
Ignoring this, the report fails to take cogni 
sance of the covert attempt made by the 
Kerala planters to evade their statutory 
obligations This is sought to be accom 
plished through the systematic fragmenta 
tion of estates into smaller ones to place 


them outside the purview ol the Act It has 
adverse rcpurcussions on the laboui front on 
many counts, such as low labour absorpuon, 
non availability ot basic amenities, de 
unionisation and consequent loss in the 
bargaining power, etc 

The report highlights the measutes under 
taken by the Ihmil Nadu government to 
check the increase in the numbers of 
icmpuiaiv and casual contract workers 
However it is difficult not to feel sceptical 
of the whole exercise considering the fact 
that the highest incidence of temporary 
workers IS in Tamil Nadu 

VN \(.l S 1N( tJMLS ASn L\Pt NDITUHt 

In none of the sampled estates did the 
working hours exceed eight hours a day as 
stipulated in the Act Over and above the 
time rated minimum, incentive rates are also 
given to the workers of Tamil Nadu and 
Kerala Though the industry is governed by 
the Minimum Wages Act, the actual wage 
rates in the plantations arc fixed through 
collective bargaining While in Tamil Nadu 
and Kerala the actual wage rates are over and 
above the notified minimum, Karnataka still 
sticks to the minimum In the tea and coffee 
gardens of lamil Nadu the actual wage rate 
per day is Rs 14 90 whereas in Kerala it is 
Rs 14 66 for tea and Rs 14 47 for coffee The 
wage rate for rubber plantation workers in 
Kerala is Rs 17 04 (while it is not furnished 
111 the cast of Tiniil Nadu) In Karnataka, 
however, the workers in all the three crops 
are paid the minimum wage of Rs 9 35 only 
It IS worked out that both the actual wage 
rates and pcicentage inciease in wages over 
and above the notified minimum wages are 
relatively high in Thmil Nadu which shows 
that as far as wage settlements are con 
cerned the workers ot Tamil Nadu have 
gained much, followed by their Kerala 
coiintcipaits, the workers of Kainataka have 
gained little 

According to the picsent report, theie were 
no sex based wage differences This fact is 
noteworthy A study conducted by Rubber 
Board, Kerala, (1967) had shown much wage 
dilfcientials in rubbci estates in Kerala In 
the case of general works also they were 
found to exist But at present, the wage rates 
(for male and female) are found to be con 
verged which can possibly be ascribed to the 
implementation of the Equal Remuneration 
Act, 1975 However the causal and con 
sequential aspects ot such changes in the 
wage structure of plantation workers merit 
a deep analytical probe 

The data on income cxpcndituie pattern 
of households reveal that the largest number 
of households in Karnataka and Kerala are 
111 the income groups ol Rs 400 500 and 
Rs 300-400 per month, respectively In the 
case of Ikmil Nadu there is a progressive 
increase in the numbei of households with 
every higher income group, the maximum 
number of households being in the highest 
class, Rs 700 and above In the case of the 
expenditure pattern, it is noted that the bulk 
of expenditure is on food and social cere¬ 
monies However, what is the real wage 
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income position of the plantation workers'* 
Have his earnings kept pace with the rise in 
the cost of living* Unfortunately, the study 
does not help us to answer these questions 
However, from the afforesaid data one can 
make an impressionistic judgement that the 
money wage rates of plantation workers are 
lower than that of agricultural wage rate and 
this IS much pronounced in the case of 
Kerala It may also be noted that low wages 
have always been one of the distinctive 
features of the plantation industry and the 
implementation of a need based wage policy 
still remains a dream for them Ix>w wages 
in plantations in general and minimum wage 
paid in Karnataka in particulai can be 
attributed to the lack of due attention on 
the part of the government as well as to weak 
and fragile political consciousness of 
workers and consequently the poor perfor 
mance of trade unions It is distressing to 
note that the study does not touch upon the 
existence of trade unions 

Apart from the inadequate light thrown 
on employment wage income questions, the 
study has overlooked certain related aspects 
as well Consider, for example, the techno 
logical innovations in the plantations such 
as sprinklers, sprayers, plucking machines, 
etc These might have affected the planta 
tion woikers in two ways, \iz. (a) updating 
their skill, and (b) labour displacement to 
some extent 

While providing bits and pieces of infor 
mation pertaining to the income-expenditure 
pattern, the study also mentions the per 
petual nature of indebtedness among plan 
tation workers Savings are negative for 
many, leaving them in the exploitative 
clutches of grocers, goldsmiths and usurious 
moneylenders The credit needs of the 
plantation workers are still almost entirely 
met by moneylenders and hence the cost of 
credit IS prohibitively high In many cases, 
fresh loans are taken mainly to liquidate old 
ones 1b meet their food needs, often kind 
loans are also taken The plantation workers 
thus get in the vicious trap of accumulated 
debt and poverty with little hope of escape 
there! rom 

Womens Producuvitv Higher 

In the plantations it is found that males 
are outnumbered by females and also the 
output per women worker per day was found 
to be higher than that of her male counter 
part Productivity is highest for those 
belonging to the age group of 2S 40 How 
ever, apart from citing this tact ot producti 
vity differences, the study does not quantity 
them Nor does it indicate the factors 
responsible for women’s higher productive 
capacity The sex differential in turnover in 
favour of females and their docile nature can 
be the critical variables in explaining 
employer preference for female workers 
Flactois such as technical and attitudinal 
skill, physical and mental energy, increased 
intensive as well as extensive supervision, 
positive incentives, household type of 
activities, etc, can be cited as affecting pro 
ductivity Detailed empirical analysis of 


these factors, supported by a well defined 
logical framework, is requined to unravel the 
causes of the productivity gap between sexes 
and this is for the researcher to investigate 

The study mentions in passing that if part 
of the wages are paid in kind, nutntional 
requirements will be largely met which 
would further improve women’s producti- 
Mty While this suggestion is apparently 
acceptable, the report does not sketch out 
a schema of payment in kind Hence; pnma 
fatie, it implies need for bnnging about 
alterations in routine habits of consumption 
of women workers which merits the atten 
lion of the authorities concerned 

CHiio Labour 

Some of the earlier reports on plantations 
in India have shown the existence ot child 
labour in various activities The Labour 
Investigation Committee (1946), for example, 
notes that in South India, in the tea gardens 
alone, child labour formed nearly 10 per cent 
of the total workforce The present report 
has not recorded any instance of child latour 
based on tormal enquiries At the same time, 
the study docs give evidence of child labour 
(collected through informal enquiries) 
especially for manuring work, that too in the 
evenings 

The high proportion of women workers 
and informally noted incidence of child 
labour pose a serious problem The planta 
tion system exposes every member of the 
workmen’s family to hazardous and deplor 
able conditions ot life, without distinctions 
ot age and sex One can also possibly argue 
that the system increases the number of wage 
labourers of submissive and yielding kind by 
enrolling them under the direct sway of 
capital These have got serious implications 
Prominent among these is related to pre¬ 
natal and post natal care of mothers 
employed in the plantations They fail to 
provide proper attention to their children in 
terms of health, education, etc, which in turn 
foae the coming generation also to work in 
the veiy same sector In the case of children 
already employed in the plantations partially 
or fully, the system tends to keep them away 
from schools 

Sot lAL AMENITIES 

The Plantation Labour Act also envisaged 
welfare measures for the workers such as 
housing, drinking water, medical facilities 
and recreation and education for children 
and the period elapsed since the passing of 
the Act IS sufficiently long for them to be 
implemented However, the study reveals 
that the social amenities provided are far 
from sausfactory This is pronounced in the 
case of drinking water, housing and medical 
facilities For example, in most of the areas, 
water supply was available only for speciTied 
hours Worse, the water was found unfit for 
drinking purposes because of lack of proper 
filteration and chlorination There is an 
acute Portage of houses Also many houses 
built are substandard, several of them 
without bathrooms and latrines resulting in 
excessive pressure on the available amemties 
Electrification of houses is conspicuous by 


Its absence There are inadequaaes in every 
aspect of health also However, Kerala it 
relatively better in this respect, where 7 out 
of 10 selected estates maintam either a 
dispensary or a garden hosintal Thenumba 
of estates providing such facilities is 4 in 
Ihmil Nadu and only I m Karnataka The 
chief complaint raised by the workers was 
about the non-availability of doctors and 
essential drugs Though the group hospitals 
are supposed to have post-mortem umts, TB 
clinic, «tc, they are not provided as they are 
beyond the financial resources of the 
planters Pertaining to creche facilities, 71 
per cent of the households in Kerala ex¬ 
pressed satisfaction and their percentage in 
Karnataka and Ihmil Nadu was 40 and SO, 
respectively in Ihmil Nadu, where the 
administrative set up for the implementation 
of the Act IS found to be better, the very 
purpose of running creches is defeated by 
the replacement of the former arrangement 
for supply of milk to children by the new 
practice of making a paltry allowance of 
2S paise per day per child The report does 
not say whether this unhealthy shift has been 
effect^ with the concurrence of the workers 
Anyway the praise showered on the admim 
strative set up in Ihmil Nadu has to be taken 
with a pinch of salt It is distressing that in 
spite of the very high level of literacy among 
the plantation workers their educational level 
IS deplorable low This problem also calls lor 
immediate remedial measures 
The afforesaid fact< speak volumes for the 
wretched conditions under which the planta 
tion labourers work, not to speak of 
diseases, sexual abuse of women workers 
etc Overall, it shows that the planters only 
made a travesty of legislation intended to 
provide amenities of life for workers A look 
again into the Report of the Plantation 
Enquiry Committee of Kerala helps one to 
get a closer view of the problem Of the 
many complaints raised by the workers 
before the Committee, the most serious was 
that every upward revision of the wage rate 
had invariably been followed by a more than 
proportionate increase in the workload This 
intensification of labour coupled with an 
inelastic provision of the basic amenities has 
exacerbated the living conditions of planta 
tion labourers Thus the conclusion is 
inescapable that the benevolent provisions 
of welfare legislation, realised through a 
wave of anti imperialist and anti feudal 
lahpur protests, are cunningly thwarted by 
subtle means by the planter capitalists 
leading to the increasing misery of the 
plantation proletariat 
The stated purpose of the study under 
discussion.was to understand the working 
and living conditions of plantation workers 
so as to make suiteble suggestions for 
strengthemng the Plantation Labour Act. 
19S1. in the context of the structural changes 
that have been taking place; However, apart 
from providing a data base (that too very 
slender), the report does not present a 
comprehensive picture of the actual living 
condiuons of the workers Hence the need 
to revisit the problem 
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Faulty Lactometers—I 

Village Level Evaluations of Operation Flood 

Shanti Geoige 

This is the first of two papers that critically examine the various evaluations which have been conducted of 
Indians current dairy development programme. Operation Flood. In this paper, the evaluations of the impact of 
Operation Flood at the village level are discussed. The two studies analysed are questioned on the grounds that 
their samples are unsatisfactory, the data presented is insttfficient, comparisons are made on the basis of data 
that is not comparable, a bias in favour of the programme evaluated affects objectivity, and the conclusions do 
not follow from the data. Suggestions are put forward of some ways in which these defects can be reduced in 
future evaluations of the programme. 


When surveying the Field of dairy devdop- 
ment in India, the observer is struck by 
differences between regions, between states, 
between districts, between talukas, between 
villages and between individual milk pro¬ 
ducers. However, at least one small element 
is common to dairy development activity at 
all these levels. An “Anand pattern” dairy 
co-operative introduced by dairy develop¬ 
ment officials may differ in the size of its 
membership and the amount of milk it col¬ 
lects, depending on the area in which it is 
located: but there is one factor that is always 
present~the lactometer. This instrument is 
vital in current dairy development pro¬ 
grammes, and indeed payment on the basis 
of quality is explicitly mentioned as a funda¬ 
mental component of “Anand pattern” dairy 
co-operative organisation.' The lactometer 
(and of course the butrimeter) determines 
how much the individual milk producer 
receives from the village co-operative society, 
how much the village society receives from 
the district co-operative union, and how 
much the district union receives from the 
state co-operative federation, for milk sup¬ 
plied. It is on the basis of lactometer 
readings that milk is selected for product 
manufacture or sale in liquid form. And 
both on Mother Dairy vending booths and 
on plastic sachets of milk retailed, the com¬ 
position of milk is clearly stated and related 
to the price paid by the consumer. 

Instruments to evaluate quality are thus 
essential in dairy development programmes 
in order to monitor the flow of the raw 
material milk. What then of the programmes 
themselves? Surely the same principles of 
evaluation and monitoring should apply to 
them as well. Here we stumble into a thorn 
bush of controversy, for the quality of the 
various evaluations of dairy development 
programmes that have taken place is not a 
matter of consensus.^ 

Were dairy development in India the 
separate business of myriad state depart¬ 
ments and thus a heterogeneous collection 
of programmes and policies,, evaluation 
would be a complicated business, let alone 
the evaluation of these evaluations. However, 
since the National Dairy Development 
Board vms established at Anand in 1963, and 


especially since the Board launched the 
Operation Flood programme in 1970, India 
has had a uniform dairy policy. This policy 
has been subject to severe criticism, and in 
turn the criticism has been countered with 
reference to a number of favourable evalua¬ 
tions of Operation Flood. These ‘lacto¬ 
meters’ give impressive readings, we must 
test the validity and reliability of the instru¬ 
ments used. In this first paper, we shall 
examine village level evaluations of Opera¬ 
tion Flood by Indian research institutions, 
and in the second paper, evaluations by 
national and international bodies of the 
Operation Flood programme at all levels. 

I 

Operation Flood at the 
Village Level 

Since our present concern is the impact 
of the Operation Flood programme on 
India’s villages, we need at the moment look 
ortly at those a.spects of the programme 
which are relevant to this level. Operation 
Flood seeks to introduce “Anand pattern’’ 
dairy co-opetatives into villages in India’s 
milksheds, and such co-operatives are 
intended to act as two-way conductors, 
channelling milk out of villages and bring¬ 
ing the inputs required for milk production 
into villages, as well as income in exchange 
for the milk sold. Village co-operative 
societies are affiliated to a district dairy co¬ 
operative union and to a state dairy co¬ 
operative federation. (The name “Anand 
pattern” derives from the fact that dairy co¬ 
operatives of this type First emerged in the 
Anand taluka of the Kaira district of 
Gujarat statc.)^ 

Clearly if Operation Flood is to be 
successM at other levels of urban marketing 
and national self-sufficiency, success at the 
fundamental level of the village is essential. 
Evaluations of the role and performance of 
the village dairy co-operatives established by 
the programme are therefore vitally neces¬ 
sary. How many villages are covered by such 
co-operatives? is there any pattern in the in¬ 
clusion and exclusion of villages from the 
dairy co-operative fold? How large and how 
representative is the membership of each 
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village co-operative? How much milk does 
it procure? How much income does it 
generate? What number and type of inputs 
does it make available, and to whom? What 
impact does it have on patterns of milk pro¬ 
duction, marketing and consumption within 
the village among different socio-economic 
groups? What are the wider effects of the 
dairy co-operative, if any? How does it 
interact with other components of the rural 
situation? our questions thus grow in¬ 
creasingly more complex. 

What we shall do here to examine the 
answers that are available. A number of 
studies set out explicitly to analyse the effect 
of Anand pattern dairy co-operatives on 
rural India. We cannot look at all of these 
in the space at our disposal here, but shall 
concentrate on the two most substantial of 
these studies, both of book length.* Putting 
aside the others can be condoned on a 
number of grounds, such as their brevity, but 
primarily because their methodological and 
explanatory precedures are similar to the 
studies examined, particularly to the first of 
these indeed, the authors of the First study 
have written some of these smaller evalua¬ 
tions.* 

When as.se$sing these two studies, we shall 
not relate them to the empirical reality with 
which they deal, because we do not always 
have the relevant data. Instead we shall test 
the internal consistency of these evaluations 
with reference to the rigour of the methodo¬ 
logy they adopt, the acceptability of the data 
they generate, and the soundness of the 
conclusions they reach from the data so 
generated. 

II 

The Pate! et al Study, 1975 

The first evaluation that we shall 
scrutinise is a publication by the institute of 
Co-operative Management at Ahmedabad, 
“Impact of the Milk Co-operatives in 
Gujarat” by S M Patel, D S Thakur and 
M K Pandey. This research study was under¬ 
taken in I974-7S, that is during the early 
years of Operation Flood, and in the area 
that provided the inspiration for the pro¬ 
gramme. Gujarat state generally and the 
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Kaira district in particular 1 hese facts cm 
phasise the importance of the study Indeed, 
we could ask why such an investigation was 
not carried out before the Operation Flood 
programme set out to replicate the dairy co¬ 
operatives of Kaira all over India, to test 
what exactly had been the impact of such 
CO operatives both in the area where they 
originated and in the places where replica 
tion had been attempted earlier 

Such criticism can be answered by “Better 
late than never”, with the truth inevitably 
contained in all cliches We must also 
acknowledge that this very necessary survey 
was conducted by a research institute in the 
pursuit of Its own academic interests We 
should further admire the scale of the 
activity undertaken, covering in detail three 
district dairy co operatives in addition to 
providing background information on the 
other CO operative daiiy unions of Gujarat, 
reviewing a si/eablc amount of literature 
on dairying in India, and attempting to 
compare villages under the mantle of dairy 
development agencies with villages outside 
this mantle As we proceed to criticise the 
design and readings of this lactometer, 
let us remember that it was m its way a 
pioneer instrument and iicrhaps unavoidably 
rough hewn 

MllHODOlOOV 

Milk pioducers’ unions in the three 
districts of Kaira, Mehsana and Banaskantha 
were selected to represent three different 
agio climatic situations and three levels of 
development, ii: the advanced, middle and 
initial levels respectively All the villages 
supplying milk to these unions were then 
divided into three categories on the basis of 
their distance from dairy plants/chilhng 
centres, the categories being distances less 
than 20 kilometres, between 20 and 40 
kilometres, and more than 40 kilometres 
“Bvo villages from each of the three strata 
for every milk union were selected at random 
for the study I hus, within the co operative 
fold the study was confined to 18 villages” 
(p 4) ^ A control population was provided 
by two villages that did not have dairy co 
operatives from each of the three districts 
and these six villages were also selected at 
random, bringing the total number of 
villages studied to twenty four 

The methodology used is unsatisfactory 
for a number of reasons (1) Were the 
districts chosen suitably leprcsentative of 
Gujarat** Why were all three districts selected 
from the north and central regions of the 
state** Instead, could not a district from the 
semi and Saurashtra peninsula have been 
included** These questions are important 
because explicit reference is made to agio 
climatic variation when describing the sam¬ 
ple Further why were the two district co¬ 
operative unions With the largest dames in 
India, y/e, the Amul Dairy of Kaira and the 
Dudhsagar Dairy of Mehsana, both in 
eluded in the sample* Docs this not in 


troducc a bias towards success* Surely a 
better example of a distnet dairy union at 
a “middle level of development” than 
Mehsana could have been selected, such as 
Baioda or Surat both established at a penod 
in between the formation of the Kaira and 
Banaskantha umons, but not as outstandingly 
successful as Mehsana? 

(2) With a sample structured on the lines 
described, the ensuing analyst' should surely 
stress differences between the village co¬ 
operatives located at various distances from 
dairy plants, and aifferences between the 
three district unions covered But this is not 
the emphasis throughout the study and at no 
point IS adequate justice done to the com 
parative potential of such a sample 

(?) Instead, the main thrust of analysis is 
on the dittcrcnccs between villages with and 
without a milk co operative, or ‘dairy” and 
“control” villages respectively as thfty are 
labelled here This terminology is itself 
superficially deceptive, because it implies 
that villages without a milk co operative are 
also without a dairy economy—wh'ch is not 
true This surface distoition extends to 
deeper and more important levels It the 
chict intention of the study was to compare 
and contrast villages with and without milk 
CO operatives, this should have been the 
driving principle behind the selection of the 
sample, with every effort being made to 
ensure that as far as possible the presence 
of dairy co operatives, is the major distin 
guishing feature between the two groups of 
villages However we have seen that this is 
not the case After an elaborate description 
of how the ‘'daily villages' were chosen, 
“control villages ’ are thrown into the sample 
literally at random almost in a postscript 
We are not even told whether the criterion 
of distance from dairy plant was applied to 
these control villages In any case, a numeri 
cally biased sample of 18 dairy villages and 
SIX control villages does not allow a suitably 
representative range within the latter 
category 

Ihe design ot this lactometer is therefore 
definitely open to question It does not 
sufficiently measure what it is structured to 
measure; viz, differences between districts 
and between villages at varying distances 
from dairy plants It attempts to measure 
something that it is not designed to measure 
adequately, namely differences between 
villages with milk co operatives and villages 
without them 

Data 

Chapters Four through Six of the study 
present the data collected from the 24 
villages in the sample These chapters follow 
the introductions to the study, the relevant 
literature and the dairy co-operative struc 
ture, and precede the conclusions of the 
study The data laid out in the first of these 
three chapters covers the milk producers and 
milch animals in the sample, milk produc 
tion and disposal of marketed surplus 


Chap'er Five describes the charactenstics of 
the milk producers in the sample with 
reference to size and utilisation of land 
holding, livestock assets, houses and cattle- 
sheds, farm machinery and other durable 
assets, family size, caste affiliation, level of 
education, and the occupational status of 
dairying the sixth chapter discusses the 
impact ot the milk co operatives on the 
general facilities in villages, on milk produc 
tion and on economic conditions, as well as 
the opinions of milk co operatives held by 
producers 

lb weigh the validity and reliability of this 
substantial body ot data, we ask three basic 
questions Is the data comprehensive** Is the 
data from “dairy” and “control” villages 
comparable** Is the data from the two groups 
of villages objectively presented** 

To the first of these questions, the answer 
IS clearly “no ’ even before we arrive at the 
three chapters cited In the mttoduction itself 
we are told “the data pertaining to the cost 
of marketing and processing operations were 
not made available to us by the sample milk 
unions Moreover, the Kaira union was 
prepared to part with only the published 
data concerning itself and we could not have 
access to the time series data pertaining to 
the procurement and prices of this union” 
(p 6) Obviously the transactions that take 
place between the district dairy union and 
Its component village societies are central to 
any understanding of “the impact of milk 
co operatives in Gujarat" I urther, how can 
the Kaira district s Anand pattern be 
adopted as a national model without some 
Scrutiny ot the procurement price paid by 
the district dairy union and its village level 
societies** 

Similarly, it is sufficient to run an eye over 
the data categories outlined three paragraphs 
earlier to be struck by some unportant 
omissions Since the village is the level at 
which production takes place, we are vitally 
interested in the role played by the various 
inputs into dairying, and possible difTetences 
in alignment and covanation of these inputs 
in villages with and without dairy co¬ 
operatives However, this study provides us 
with no information on routine feeding prac 
tices, breeding patterns and labour inputs in 
the milk production process Some mention 
of inputs IS made in the sixth chapter, but 
insufficiently and without comparative data 

Perhaps no study can span an ideal 
panorama of comprehensiveness Let us 
therefore focus on the data that the study 
does provida In its investigation of villages 
with and without dairy co-operatives, is the 
data drawn from both sets of villages such 
as to allow valid comparison^ 

Aberrations in sampling have repercus¬ 
sions here For example, Ikble 41 tells us that 
S7 34 per cent of milk producers in "dairy” 
villages belong to the categones of small and 
marginal farmers and landless labourers, 
while the corresponding percentage m ‘^con¬ 
trol” villages IS 44 00 For this difference to 
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be valid, however, the sample should be not 
a simple random sample but a stratitied 
random sample representative ot the socio¬ 
economic structure of the villages Yet “In 
every village covered by the milk co opera 
lives, 16 to 17 milk producers depending on 
the size of the village (comparatively big or 
small) were selected at random for detailed 
studies The total number of milk producers 
selected for study from the co operative 
sector in this way was 300 Besides, ISO milk 
producers were selected at random from the 
MX control villages (25 from each village) for 
the sample Thus, the total sample of milk 
producers consisted of 4S0 families spread 
over 24 villages" (p 5) Since the sample is 
not representative of the class structure ot 
the village covered, to say that X per cent 
of the sample population are small holders 
or landless does not mean that X per cent 
ol the village population are likewise Table 
4 I therefore gives us differences in the com 
position ot the two samples, and not of the 
two sets of villages studied 
Another ot the ways in which data from 
the two groups of villages turns out on 
scrutiny to be not comparable is illustrated 
by the section on milk consumption 
Table 410 shows us that the average amount 
of fluid milk consumed per person per day 
IS 234 millilitres in "dairy' villages and 224 
millilitres in ‘control” villages Such data 
does not suffice to assess levels of lactic 
nutrition in the two tvpes of villages One 
important difference betweenahe two types 
IS that “dairy ’ villages market milk mainly 
in the fluid state whereas "control” villages 
sell milk largely in the form of the product 
ghec Adequate compariscm would therefore 
include not only levels ot fluid milk con 
sumed but intake of ghee—and very crucial 
Iv the amount of butteimilk ingestcHl, for 
this bvpioduct ot ghec manufacture is 
(a) composed of the protein and mineral 
elements of milk and (b) commodity that is 
given away by affluent families to poorer 
ones ’Table 4 10 thus icquires cither expan 
Sion to include the consumption of milk pro 
ducts or supplementation by other tables 
The second example of non comparability 
ot data leads to our next question about the 
objectivity with which data is presented It 
seems quite possible that if ghee and butter 
milk were taken into consideration the lactic 
intake ot those in control villages might 
emerge as the more substantial of the two 
Yet only fluid milk consumption is assessed, 
a procedure that may well skew the picture 
in favour of “dairy” villages where ghec 
manufacture and consumption are less im 
portant Did this partially result from 
narrowness of focus or from some pre 
disposition towards dairy co operatives'' 

A difficult question to answer, that, 
perhaps even by those responsible for the 
study Let us turn to the last few pages t>f 
the sixth chapter, that is to the end of the 
body of data that we are txamining. “The 
dau given in Ikble 610 indicate that most 


of the milk producers had indicated that the 
milk co-operatives had favourable impacts 
A small fraction of about 17 per cent 
of the respondents had given non favourable 
opinions This may be due to their partial 
Ignorance about the facilities and services 
provided by the milk co operatives or their 
individual bitter experience with their co 
operatives” (pp 143 15) 17 per cent may be 
a comparatively small fraetton but it is not 
insignificant, constituting nearly a fifth ot 
the sample (Furthei the percentage ot milk 
producers in “daily villages who stated that 
the CO operative had not benelicislly 
affected their levels ol milk production was 
19 per cent) And why is there an eagerness 
to attribute unfavourable opinions to the 
Ignorance or idividiial experience ol pro 
ducers- with 1/ pei cent of the sample 
adding up to as much as 51 individuals 
rather than cnteii-nn the possibility that the 
dairy co operative itself might m some w iv 
be responsible'' 

C (INCILSIONS 

Since the conclusions that crown a study 
lest oircctly on the data collected and in 
directlv on the methodology adopted, our 
reservations about the design ot the sample 
and about the adequacy, coinpaiability ind 
objectivity ol the data lead to reservations 
in advance about the conclusions ot th> 
Patel et at study Nonetheless let us devote 
some consider ition to these conclusions, set 
out in the tmal chapter “ I his study shows 
that the milk co operatives have been quitf 
successful in enhancing pioduction and 
procurement ol milk in Gujarat flic milk 
producers including the weaki r sections who 
have become the menjbcis of the milk co 
operatives can cam subslanti.il side income 
from sale of milk in the villages flic income 
raised in this w iv h is been quite useful ip 
imprewing the economic and social st itus ot 
the villagers in the daiiy villages \s com 
pared to that in the eontred villages lienee 
the hypothesis that the org inis ition ot milk 
co operatives can go t long way in enhancing 
milk production ind in improving economic 
and social conditions ot the lural populi 
tion, especially the weaker sections o 
acceptable” (pp 157 58) 

Now these conclusions can be questioned 
on the basis ol some of the d ita presented 
within the covers of this same siudv let 
take as example the very important c ise ol 
the landless milk producer I he evciage 
number of milch cows and bulfahKs per 
landless household is 2 35 in 'dairy villages 
and 61 in “conliol villages (fable k I) 1 he 
landless in * dan y villages produce 6 In ic>' 
per family per day wheieas the correspond 
ing figure for “control’ villages is 9 7 (fable 
4 7) Similarly 13 62 of the total milk pio 
duced in “dairy v itlage s is by the landless 
but thecontnbui on to milk production in 
‘'control” villages by the landless is 2^ 03 per 
cent ('Ihble 4 8) The percentage of the 
marketed surplus of milk provided by the 


landless is 14 68 and 50 74 in ‘ dnrv and 
‘eontrol” villages respectively (Thblt 4 11) 
The daily consumption of fluid milk in 
milhhtics per capita among the landless is 
215 III di iry villages and 225 in “control” 
villages (labic 4 10) Does this data pertain 
mg to the very poorest in the villages justify 
the conclusions about benefit to "weaker 
seeiioiis thiough the co operative’’ 

Again il wc flip bick to the pages at the 
end ot the ehaptoi preceding these con 
elusions wc read in semie of the sample 
villages It was observed that the milk offered 
by the lowei castes paitieulaily Haiijans 
could not be mixed with the milk delivered 
by the up|vci caste households is the local 
sale of such mixed milk w is ubjcctc'd to by 
some btivtrs of milk in the villages In some 
of the villages even the milk society did not 
tneoiirage the Haiijaiis te> bung their milk 
to the societv toi sale In such villages, a 
large part of the surplus milk from such milk 
produceis was either sold out to the private 
merchants or it was converted into ghec lor 
sale III the open maikcl In such cases the 
milk prtidiicers did not get the advantages 
of bettci price offered by the milk society 
In some dairy villages, quite a tew milk pro 
diiccrs belonging to the wc ikei section were 
not members of the village level milk co 
opei itivc siKietic seven though they delivered 
milk to the milk soi lety 1 he milk pioducers 
who could not gel advantages ol the milk 
societies had expressed their anger and 
outrightly denied the favourable impacts of 
such milk co opciatives ’ (pp 145 47) 

I hese )>ages provide us not only with data 
to question the conclusions arrived at in the 
hcxi chapter but with counter conclusions, 
albeit fccblv St I'cd tlu, exists some scope 
lor improving the ovti ill cllicicncv useful 
ness and popul inly ol I'le milk co opera 
lives If r tin hfnelit ot cciiiin groups of 
peojlc 111 the village 1 xict quiiitllicatioil 
ol such observations w is not posable’ 
tp 147) Huy even provide us with some 
list till Kcoiiirncnd itions on tin sublet i “the 
following points niiy be tikin into con 
sidcraiion by the policy iiiakcis ol the milk 
CO opciativc (I) Ml the landless people and 
small farmers including Harijans and oih< r 
law caste people who own milch iniinals, 
should be conyinced to become members ol 
the milk societies I he milk societies also 
should be asked to accept such milk pro 
duceis as nicinbcfs provided they hillil the 
requirements tor getting rrictnbcrship If 
need be then share capital may cither be 
paid foi dcyclopmcnt hind or lliiough 
advances to he iccovcrect from the proceeds 
ot milk latci on (2) 1 he >st )t avoioancc 
ot iiicnibcrship to the low i isti jicople 
should be spotted out bv the supci visors ol 
the milk union so thii ccnrcctivc steps can 
be taken” (p 147) 

fhesc observations, c(<iic)usioti> iiid 
recommendations do credit to an evaluative 
study But we can legitimately ask why art 
they not placed where iht i In long, viz, in 
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the final chapter where all conclusions are 
stated? Any why among the format conclu¬ 
sions of the study are benefits to "weaker 
sections" stressed, in contradiction to what 
the authors have said just a few pages 
earlier? Why have these very serious 'pro¬ 
blems in the working of the milk co-opera¬ 
tive^ been glossed over in the concluding 
chapter with; “The milk co-operatives are 
of considerable benent to the weaker 
sections in the villages, provided these people 
own milch animals and their milk is accepted 
by the milk co-operatives. In practice, there 
are certain difficulties which seem to have 
inhibited these people to take due advantages 
of the milk co-operatives in the dairy 
villages” (p 157)? The impression given to 
a researcher, policy analyst or programme 
evaluator who because of time constraints 
looks only at the chapter titled "Summary 
and conclusions”—and who assumes that it 
is based on sound induction and deduction 
from the data examined—would be quite 
misleading. 

Ill 

The Singh and Daa Study, 1984 

The second lactometer that we shall 
examine in this paper is more recently pro¬ 
duced than the first. In February 1980, the 
technical body responsible for Operation 
Flood, viz, the National Dairy Development 
Board, requested the Institute of Rural 
Management at Anand (IRMA) to assess the 
impact of Operation Flood’s first phase on 
the villages covered. IRMA accepted the 
assignment, fieldwork was carried out in the 
second half qf 1980, and the preliminary 
findings were summarised for the World 
Food Programme’s Ibrminal Review Mission 
in February 1981 during the Mission’s visit. 
A report by Katar Singh and V Mukunda 
Das was prepared in 1982 and published by 
IRMA in 1984. 

All these procedures are to be highly com¬ 
mended. Such a vast, expensive and in¬ 
novative programme certainly required 
monitoring after its First phase by an 
organisation other than that responsible for 
implementation, and this evaluative study 
was punctually initiated more than a year 
before the first phase was to conclude in 
March 1981. The Endings of the study were 
made available to an international evalua¬ 
tion mission at the time required, and later 
through publication to those interested in the 
programme. 

The Singh and Das study can be seen as 
a logical extension of the ^tel ef cl study, 
which as pointed out earlier represents the 
needed evaluation of the Anand pattern in 
its home territory and area of earliest 
replication, and should strictly speaking 
have been carried out before the Operation 
Flood programme was inaugurated. The 
Singh and Das study monitors the first (riiase 
of this programme, and also surveys the per¬ 
formance of the Anand pattern outside the 


state of Gujarat in areas of later replication. 

Further, when we compare this second 
lactometer with First, the improvements that- 
the follower shows over the predec^sor are 
considerable. Sampling isJess ambiguous in 
that cefmparison between villages with and 
without dairy co-operatives is both the aim 
of the exercise and the principle on which 
the sample is structured. An attempt is made 
to draw a fairly detailed picture of the agro- 
economic background of the areas studied 
before speciEcally focusing on dairying. 
Data is presented more holistically: for 
example, differences in consumptiori have 
been studied with reference to milk products 
as well as milk, unlike the Patel el at study 
which we criticised for comparing levels of 
fluid milk consumption but ignoring the 
intake of ghee and buttermilk. Finally, when 
conclusions are presented, they are suitably 
hedged around with qualiEcations, mention 
of limitations and suggestions for more 
rigorous testing. 

Yet, despite all the surface sophistication 
of the Singh and Das study when compared 
with the Patel et at investigation, in 
methodology, data presentation and listing 
of conclusions (and even in overall formal 
and expression), the ironical fact ramains 
that the basic flaws of the Erst lactometer 
remain the second. Later in its time of opera¬ 
tion and wider in its scope of measurement, 
the Singh and Das study is as faulty a lacto¬ 
meter in its assessment of Operation Flood’s 
impact at the village level as is the Patel el at 
study—and faulty in essentially the same 
ways. 


Muhodology 

The sample used in the Singh and Das 
study is described in the extract that follows, 
in which OF I stands for Operation Flood 
Phase One: 

Three milkshed districts out of the total 
18 covered under OF 1 were specially chosen 
to cover diverse environmental and institu¬ 
tional factors as well as different states of 
implementation of OF I .... The districts 
selected for the study were Bikaner in 
Rajasthan where large-scale implementation 
of the project was taken up relatively recently, 
Feriyar (Erode) in Tamil Nadu where in the 
last five years the project implementation had 
gathered substantial momentum; and 
Sabarkantha in Gujarat where a dairy union 
had been established even before the launch¬ 
ing of Operauon Flood ... 

In each selected district, one village having 
a milk producen’ co-operative of the Anantf 
pattern and one village without such a co¬ 
operative were selected on the basis of their 
being representative as far as possible of the 
general agro-ecological conditions prevailing 
in the district. Care was taken to ensure that 
both the villages were comparable in as maiiy 
respects as possible so tiM principle "with and 
without” (dairy co-operative) could be used 
to isolate the impact of OF I. The village 
with a dairy co-operative is hereafter referred 
-to as the “co-operative village” and the 


vilii^e without a dairy co-operative as the 
“control village'’ ... In ... the selecfed 
villages, a census of all the households 
residing there was conducted ... The census 
was followed by a detailed Investigation of 
the households. This was confined to ISO to 
2S0 households in each village In the Periyar 
villages where the number of households 
exceeded 2S0, a random sample was taken 
(PP 8-9).* 

The improvement in these sampling pro¬ 
cedures over the Patel el at study are strik¬ 
ing. Here, factors such as distance from 
dairy plant are dot introduced in the sample 
design and then ignored in the analysis. The 
term “co-operative village” is more accurate 
than the other study’s label "dairy village”, 
and cognisance is taken of the fact that 
villages with and without dairy co-operatives 
should be in other respects as comparable 
as possible The two sets of villages are equal 
in number, consisting of three villages each, 
and detailed investigation was conducted of 
all households in four out of six villages, 
thus ruling out in these four villages ques¬ 
tions as to whether a sample was truly 
representative of the village population. 

In spite of all this, the same major objec¬ 
tions to the Patel el at sample are applicable 
to that of Singh and Das. &fore demonstra¬ 
tion, let us summarise these objeaions to the 
Patel et at sample. (I) It did not live up to 
claims of agro-ecological and other forms 
of representativeness. (2) It was biased 
towards areas of successful dairy develop¬ 
ment. (3) The villages with and without 
dairy co-operatives selected for the com¬ 
parative exercise were not suitably matched. 

Similarly, the Singh and Das study expli¬ 
citly states environmental diversity to be one 
of the factors covered by the sample. 
Acknowledging that it is no simple feat to 
do justice to the ecological variety encom¬ 
passed within Indian boundaries, we can still 
criticise the Singh and Das choice of 
districts. Why were two of the three districts 
studied located in adjacent states in the 
north-west of India, viz, Gujarat and 
Rajasthan? In fact the district of Gujarat 
chosen, namely Sabarkantha, is actually on 
the border with Rajasthan. Why this over¬ 
emphasis on one part of India? A more 
representative range of three districts would 
surely have been achieved by coverage of 
only one in north-west India, one in 
southern India (as with the Periyar district 
selected) and one from eastern India. 

It is not only on the basis of ecological 
representation that we can object to the 
occlusion of eastern states, but on the 
grounds that Operation Flood htu been less 
than an outstanding success in states lijce 
Whi Bengal and Bihar,* and we are luituial- 
ly int«ested in the fate of the Anand pattern 
so far awQr ftrom its home in Kaiia. When 
we remember that the north-west is famed 
for the milk it generates and eutem India 
for its deficit,'** we can only conclude that 
the Singh and Das selection of districts, at 
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wuh the Patel et al study, is inherently bias 
ed towards success This conclusion is borne 
out by the fact that all three districts chosen 
are noted for dairying Bikaner “has tradi 
tionally been one of the important milk pro 
ducing districts” (p 14) In Periyar, “Even 
before the launching of OF I in 1973, milk 
marketing was a well established business” 
(p IS) Sabarkantha “ranks third among the 
OP 1 districts after Kaira (Amul) and 
Mehsana” (p 17) 

Having expressed our dissatisfaction with 
the districts in the sample, let us look 
caietully at the comparability of each of the 
three pairs ot villages chosen, beginning with 
the two from Bikaner Both villages are 
approximately similar in total area, popula 
tion size and density, gender composition 
and number of households However there 
are certain aspects in which they are less 
similar In the co operative village, 61 per 
cent of the total area is cultivated, and the 
corresponding figure for the control village 
IS SO per cent Is this not an important 
dilfercnce affecting the dairy performance 
ul thi villages' More cultivation means 
more agiicultural byproducts and waste to 
piovidc nutrition for milch animals Given 
this dependence of dairying on agriculture 
It IS also significant that the contiol village 
leccives less rain at more erratic intervals 
than docs the co opeiative village, and 
indeed that in the year of the study, the 
contiol village had experienced a severer 
drought and heavier crop losses than had its 
countcipart 

Ihe two villages in Erode are less well 
matched in terms ot the criteria listed at the 
beginning of the preceding paragraph, but 
thev do have an identical percentage of land 
under cultivation Yet when we examine the 
cioppmg pattern we discover that the control 
village grows foodgrains on 76 per centpf its 
tramland, but the co operative village 
devotes only 12 per cent of its cultivated land 
to foodgrains, another SO per cent being 
imdei cash crops and 70 per cent under 
loddct with the latter crop absent from the 
cultivation pattern of the control village 
U hat IS more, the cash crops in this area are 
gioundnuts, cotton and sugarcane, all of 
which generate byproducts that contribute 
significantly to milk production " The 
crops grown in the co operative village thus 
give It a tremendous advantage over the 
control village We also note the presence in 
the CO operative village and absence in the 
control village of rice milling and oil extrac¬ 
ting industries, supplying residues for 
milchstock diets Further, we are told that 
in the control village cows arc used tor 
draught power as well as milk production, 
but this IS not so in the co-operative village 
The final blow to comparability is dealt by 
the sutement about jhe control village “On 
the whole, the level of prosperity in tins 
Village IS somewhat lower" (p 24) than in the 
CO operative village 

Moving on to the two villages in Sabar¬ 


kantha, we find here that unlike in Erode, 
both villages have similai percentages of 
land under cash crops and fodder, althongh 
the CO operative village has almost one third 
more cultivated land and is thus at an 
advantage TVe aic Uirthcr told that the co 
operative village is more prosperous” (p 27) 
than the control village There is another 
inteiesting ditferciuc Ictwccn the two I he 
CO operative village is “accessible bv an all 
weather road’ (p 25), while the control 
village IS connected hv “a kacheha road 
which becomes unusable duting the mon 
soon” (p 27) Access through load com 
munication is stiiclv vital to the marketing 
of any commoditv especially one as peiish 
able as milk, and this difference between the 
villages cannot be glossed over ’’ Instead 
when wt return to the two villages in Heriyar 
district, wc find thtt the co-operative vilhge 
IS “a busy crossiocds village well connected 
to Its taluka and district towns” (p 22) but 
although we are told that the control village 
IS simdarlv well connected, the map provided 
shows this village to He quite far remote from 
roads Siinilarly, ot the two Bikanci villages 
the CO iiperative village is on a bus route 
whereas the control village has only a 
kacheha road 

The agricultural situation is a key vaiiabic 
in milk production Road communication is 
vital in the maiketmg of milk In both these 
important respects, however, the Singh and 
Das study uses villages with and without co 
operatives that do not match each othei 

Daia 

In support of our argument that the flaws 
in the Singh and Das study parallel those in 
the Patel et al study, we must demonstrate 
that the data presented in the former as in 
the latter study is (a) not sufficiently com 
prehensive, (b) is not suitable for comparing 
the two sets of villages, and (c) is not given 
objectively 

We quoted the P iicl et al study on the lack 
ot time scries data on the procuiement prices 
ot district unions No such quote is possible 
from the Singh and Das study, because no 
mention is even made of such data, its use 
in this kind of investigation, or the reason 
for Its absence here Nonetheless wc main 
tain that Operation Flood’s impact at the 
village level cannot be studied in isolation 
from the larger picture Village dairy co 
operative societies are only one tier in the 
three levels of the Anand pattern We must 
have information about the relationship of 
this level to the other two, and this can be 
best achieved with time series data on pio 
curement prices, value added in processing 
retail prices, and earnings retained by the 
district dairy co operative union and the 
state dairy co-operative federation 

Again, we have criticised the Patel et al 
study for providing insufficient data on the 
central issue of animal husbandry practices 
and not describing tn the detail necessary for 
an analysis of the dairy sector how milch 


animals are acquired, fed. tended and bred, 
so that differences between the villages with 
and without dairy co operatives in these 
crucial matters can be recognised The same 
objection is applicable to the Singh and Das 
siiidv 1 ikc ihe Patel et al investigation, it 
supplies us with only a tew tables giving 
some little data on the adoption of innova 
lions like cattle teed mix 
Our major evidence of the lack of com- 
ptthensivcncss in the data provided by Singh 
and Das is made plain by the authors them¬ 
selves Their nialcrial on milk yield per 
animal is on the basis ot snap milk yield 
figures for one month June 1980” (p 2) 

1 heir computations ot the cost of milk prd- 
dill tion IS on “the basis ot snap figures for 
a typical day in I uric 1980” (p 3, emphasis 
added) Of course, the authors immediately 
suggest investigation over a longer period of 
at least one year—to cover both the flush 
and lean seasons as well as vaiious periods 
111 lactation and agricultural cycles All the 
same we must protest such an evaluation of 
an eleven year old proyraiiinic on the 
cv idence ot a single month and even a single 
day 

rile dat i pros ided by Singh and Das is 
Ihcrefoie manifestediv not coniprchensive 
\kc next ask if It allows valid comparison of 
villages with and without dairy co opera 
tives As with 'he Patel et al study, jn 
adequacies in sampling effect the compar 
ability ot V illagts Can wc really compare a 
pair of villages to reveal the impact of a 
dan y CO operative, where the two villages 
differ in impoitant respects other than the 
presence of such a co operative' When one 
village has suffered woise than another from 
drought and ciop failure, can we then attri¬ 
bute differences in their dairy economies to 
the functioning of a dairy co operative 
alone' ( an wc compare a village in which 
cows arc us( d only for dairying with another 
wheic cows arc used as draught animals as 
well’ Is a village with fodder crops, as well 
as plenty ot cash ciops and agro industries 
to provide byproducts for milch animal 
nutrition really comparable with a village 
lacking such assets'' How feasible is com 
parison of milk marketing between two 
Milages when in addition to a dairy co 
operative one village has as all weather load 
and the other does not' 

Wc stumble ovci chicken and egg (or in 
this context cow and calO questions in the 
couise ot picking our way through this 
quagmire ot un'ornid comparison Which 
came tirsi the dairy co operative oi the 
fodder crops/agro indusiries/good roads? 
Which IS Ihe cause and which effect? Or are 
these all co effects of the same cause, some 
stronger economic or political clout that 
enables a village to acquiie agro industries, 
smooth loads and a dairy co operative'' The 
authors do not provide us with the mforma 
tion that can ans ver these essential ques¬ 
tions We shall return to this problem in the 
concluding section 
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Apart from the overall problem of com¬ 
parability between the two kinds of villages, 
we come across a number of places in the 
Singh and Das study where data is not 
presented in a comparable manner. We have 
complained about the I^tel e! a/comparison 
of dairy intake without considering con¬ 
sumption of dairy foods other than fluid 
milk. We can similarly object to the manner 
In which Singh and Das compare income 
from dairying in Bikaner villages with and 
without a dairy co-operative. 

In the village with the co-operative, 
returns from sale of fluid milk can be quite 
simply computed. However, in the village 
without a co-operative^ dairy sales take place 
in the form of the milk product ghee and 
not fluid milk. Singh and Das proceed to 
derive the “implicit value of milk in terms 
of ghee price” in this village; “the average 
ghee price prevalent in the village in June 
1980 ... was Rs 25 per kilogram. Assuming 
the average fat recovery from milk, all of 
which was cow milk, at 4.5 per cent, we 
worked out that one kilogram of ghee is 
equivalent to 22 kilograms of milk. Thus, 
the implicit value of milk was estimated to 
be Rs 1.14 per kilogram; Rs 25 divided by 
22 kilograms of milk” (p 34). The figure of 
Rs 1.14 per litre is then compared un¬ 
favourably with the Rs 1.36 per litre received 
by those in the “co-operative” village 

Now we are not quibbling over the muta¬ 
tion of what is given as price per kilogram 
in the text into price per litre in Ihble 3.7. 
What we take issue with is the omission in 
these computations of the value of butter¬ 
milk, the byproduct of ghee manufacture 
that contains by far the greater proportion 
of lactic nutrition. We have been told earlier 
that in this Bikaner control village, butter¬ 
milk "is not sold but shared with neigh¬ 
bours” (p 21). Therefore when calculating 
returns from dairying, Singh and Das have 
matched the income from 100 per cent of 
a litre of milk in the co-operative village with 
that from only 4.5 per cent of a litre of milk 
in the control village. If this control village 
can get Rs 1.14 for 4.5 per cent of the same 
amount of milk that the co-operative village 
gets Rs 1.36 for, plus dairy nutrition from 
the remaining 95.5 per cent, we would 
suggest that contrary to Singh and Das it is 
the control village in Bikaner that is better 
off in this regard. 

The authors’ failure to give the village 
without a diary co-operative its due in 
Bikaner contrasts strongly with their com¬ 
putations in regard to Sabarkantha. In the 
latter district, when comparing the co¬ 
operative and control villages, "the average 
producer's price per litre realised in the 
latter village was slightly higher than in the 
former ... the dairy co-operative deli¬ 
berately follows a policy of high retentions 
to build up its reserves and to distribute 
about 10 to 13 per cent bonus on the value 
of milk supplied at the end of each year... 
If we add an average of 12 per cent bonus 
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to the average price of Rs 1.76 per litre 
received by the producers in the co-operative 
village, then theie is no price difference 
between the two villages” (p 37). When the 
price difference is in favour of the control 
village, how solicitously the balance is 
righted. 

As with the Patel et al investigation, so 
too with the Singh and Das study: questions 
about comparability lead inexorably into 
questions about objectivity. So we now ask: 
is the data from the two sets of villages 
presented without bias towards either set by 
Singh and Das? 

The paragraphs on comparability have sug¬ 
gested that data presentation favours villages 
with dairy co-operatives. Focusing on this 
issue, we find several more examples, of 
which we shall highlight only two. 

The first concerns the distribution of in¬ 
come from dairying over various socio¬ 
economic groups ill the villages studied: 
“The Ihbles show that the distribution of 
milk income in the control villages in both 
Binkner and Sabarkantha was more equit¬ 
able than in the corresponding co-operative 
villages ... These conclusions about income 
distribution are also supported by the Lorenz 
curves. The Lorenz curves for the co-operative 
villages in Bikaner and Sabarkantha lie at a 
greater distance from the lines of equality 
than those for the control village ... In the 
absence of any knowledge about the pattern 
of distribution of income from milk in the 
co-operative and control villages before the 
setting up of dairy co-operatives, it is not 
possible to attribute ail the differences in in¬ 
come distribution between the pairs of 
villages to the dairy co-operatives and via 
them to Operation Flood 1. These Ihbles 
simply illustrate how income from milk was 
distributed on the day preceding the survey 
in the co-operative and control villages" 
(pp'41-43). 

Compare this extreme caution in attri¬ 
buting effects with the following extract: 
“The respondents in both the co-operative 
and the control villages did not have much 
faith in the traditional methods of treating 
human ailments and about 82 per cent and 
71 per cent of the respondents in these 
villages respectively rated the modern scien¬ 
tific methods of treatment as better. This 
feature was observed in all the three districts 
under study and may be interpreted as a 
positive spill-over effect of the innovations 
in animal health care introduced under 
Operation Flood” (p 84). 

The functioning of the milk co-operative 
is directly related to income distribution 
through dairying—yet we ate discouraged 
from correlating the two when evidence goes 
against the co-operative. The connection of 
the dairy co-operative with village residents’ 
opinions on the treatment of illness is 
tenuous—yet we are asked to attribute scien¬ 
tific opinions to Operation Flood both in 
villages with and villages without dairy 
co-operativesl 

Our second example of biased presenta¬ 


tion is taken from the comparison of con¬ 
sumption and diet patterns in the two groups 
.of villages. Vte find that the average inuke 
of pulses (as measured through expenditure) 
is liigher in all the three control villages than 
in their counterpart co-operative villages. 
This is not ui insignifkmit issue; concerning 
as it does the protein component of a largely 
vegetarian diet qpd possible cheaper sources 
for this protein than milk. Vbt this important 
difference receives no mention. We wonder 
if it would have been thus passed over if the 
difference went in favour of co-operative 
villages . 

In this same section, we find in the con¬ 
text of Sabarkantha the “interesting obser¬ 
vation ... that the extent of inequality in 
calorie inuke from milk and milk products 
between the lower and the higher groups in 
the co-operative village was much less than 
in the control village’ (p 70). In the cor¬ 
responding discussion of Bikaner and 
Periyar, we notice from the Ihbels that the 
reverse is true here as of Sabarkantha, viz, 
that levels of inequality in calorie inulw 
from milk and milk products are much less 
between socio-economic groups in control 
viUages than in co-operative villsges. But this 
observation seems not to interest the 
authors, who make no reference to it. 

CONCIUSIONS 

We pointed out the precariousness of con¬ 
clusions based on shaky methodology and 
inadequate, biased dau when discussing the 
Patel et at study. The same has to be said 
of the Singh and Das comparison of villages, 
which we have already discovered to be un¬ 
satisfactory in the sample it adopts and the 
dau it presents. All the same, let us, as with 
the First lactometer, give some consideration 
to the conclusions arrived at gfter using the 
second, to elaborate our sutemenFlhat both 
instruments have essentially the same 
defects. 

First, a summary of the conclusions of the 
Singh and Das report from itk foreword and 
preface. "The findings of the study are a 
strong and a positive antidote to many recent 
criticisms of OF L’ "The results presented 
in this report show that OF I had on balance 
a positive impact on all the key variables 
selected for the analysis. The average yield 
per* milch animal, the average milk prc^uc- 
tion per household, the average price 
receiv^ by milk producers, the level of 
employment in dairying the average per 
capiu protein intake and the receptivity to 
the innovaTlons introduced under OF I were 
all substantially higher in the co-operative 
villages than id the control villages, the 
landless households in the co-operative 
viUages were better off than their counter- 
paru in the control villages in terms of most 
of these criteria.” 

The Singh and Das report begins witii a 
* summary giving the cimclusions in some¬ 
what more detaii, and this makes interesting 
reading. All condusions flattering to theco- 
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operative villages are reeled off fairly 
smoothly Item S relates to the cost of milk 
production “we found that the average per 
litre relevant cost of milk production was 
markedly higher in the co-operative villages 
than in the control villages in Bikaner and 
Penyar but in Sabaikantha it was marginally 
lower in the co operative village” (p 3) At 
once the authors rush on to say “These 
findings are only tentative For a definite 
conclusion about the impact of the pro 
gramme on cost of milk production, cost 
figures for a period of at least one year 
covering both the flush and the lean seasons 
are necessary" (ibid) fiem 6 concerns 
distribution of income-from dairying “the 
distribution was less equitable in the co 
operative villages than in the control villages 
in Bikaner and Sabarkantha but more equit 
able in the'Pen^ar oo operative village 
I his implies that the programme may have 
had an adverse impact on income distribu 
tion in two out of three districts But this 
conclusions is highly tentative like the 
preceding one I or a definite conclusion, in 
come data over a period of at least one year 
are necessary” (pp 3 4) 

I submit that if these two conclusions are 
tcntaiive, then so arc all the others that the 
stud> dilives at, tor the entire set of con 
elusions was derived from the identical in 
vestigation by the identical researchers at the 
identical time Some conclusions cannot be 
branded as “tentative” or "highly tentative?’ 
just because they are unflattering lo the pro 
giamme under evaluation In such a situa 
tion, detective methodology becomes a 
defence rather than an embarrassment, for 
when conclusions are favourable methodo 
logical inadequacies are minimised, yet the 
moment an inconvenient conclusion appears 
the same inadequacies are floodlighted in 
order to disqualify the conclusion Such 
selective acceptance and rejection of con 
elusions based on the same methodology 
undermines credibility 
As with the Patel el al evaluation, some 
of the conclusions arrived at by Singh and 
Das challenge others put forward in their 
own report Our further criticism of Patel 
el al was that some of their conclusions are 
not borne out by their own data, and we 
illustrated this with data on landless groups 
in the villages studied The very same asser 
tion and the very same example can be put 
forward in the case of Singh and Das Lmk 
at the data presented in the Ihbte, on the 
relative position of landless households in 
villages having and not having dairy co¬ 
operatives, with regard to a number of im¬ 
portant variables relevant to the discussion— 
and then reconsider the Singh and Das con 
elusion that the landless in co-operative 
villages were better off 
The conclusions •that Singh and Das 
denve from their dau are therefore quesuoo 
able Equally to be questioned are the con¬ 
clusions that they do not project from their 
data. Ihke for example the issue of the role 


played by the dairy co operative in the caste 
class politics of d village We are embolden¬ 
ed to inquire about this by the promise m 
the preface that the study examines “the 
broader socio economic environment of 
village life” Of the Bikaner co-operative 
village, we are told ‘The chairman of the 
d^iry co-operative i\ a big and a progressive 
farmer belonging to the Jat community” 
(p 21) In the Penyar villages, the Goundar 
caste IS said to be dominant, and “most of 
the imlk producers in the co-operative village 
were also Goundars' (p S3) In Sabarkantha 
where Patidars surnamed Patels dominate, 
we are informed that the control and co¬ 
operative villages are more or less com 
parable “but the latter is more prosperous 
mainly because its predominant inhabitants. 
Patels, are more enterprising and progressive 
than the Baraiyas of the former” (p 27) We 
are tempted to draw some conclusions from 
these statements even if Singh and Das arc 
not 

Further, the authors do not seem in 
terested in the fuiiciioning of the milk co 
operative as a marketing mechanism, crucial 
though this question might seem in the con 
text of the evaluation Of the Bikaner co 
operative village we read that the dairy co 
operative ‘had 43 members of whom on any 
given day only 2S to 30 supplied milk An 
equal numbei of non members also supplied 
milk to the co operative'* (p 20) How do the 
many members who arc not regular in sup 
plying the co operative dispose of their milk 
otherwise, and why are the non member sup 
pliers not enrolled'’ Similarly, in the Penyar 
CO opciative village “The village milk pro 
ducers’ co operative has been functioning in 
the village since 1975 Earlier, milk used to 
be sold to a private creamery which is still 
in operation and purchases nearly a fifth of 
the milk produced locally” (p 22) Which 
section of the village population does this 
rival to the co operative draw its supplies 
from'’ We have no answer to such questions. 


because Singh and Das do not find these 
phenomena worthy of more than casual 
mention in passing 

IV 

Conrlusionh and Suggestions 

The conclusion at which we arrive after 
the preceding two sections is simply that the 
impact of Opetaiion Flood at the village 
level has not been properly evaluated Both 
the Patel el al investigation of the Anand 
pattern m its home district and state, and 
the Singh and Das study of the widespread 
replication of this pattern under Operation 
Flood, deliver positive judgments on the 
effect of establishing dairy co operative 
villages, but these judgments are based on 
unstatisfactory methodology and insuffi 
cient data Indeed, the Singh and Das lacto 
meter seems a -slicker instrument than the 
earlier Patel el al model, but is subject to 
intrinsically the same defects 

This paper could close at this point, but 
at the risk of irresponsible behaviour using 
the hatchet one existing village level evalua¬ 
tions of Operation Flood, then strolling 
blithely away from the debris land possibly 
towards the next victim) Surely an analysis 
that lakes it on itself to criticise the metho 
dology, data and conclusions of evaluative 
studies should go on to suggest possible ways 
of minimising if nut eliminating such defects 
in futuie attempts at evaluation Further, 
since this paper argues that village level 
evaluations of Operation Flood are similarly 
flawed. It should be able to isolate and 
identify the elements responsible for some 
of those systematic flaws I have therefore 
three suggestions to put forward 

Comparison of villages with and without 
daily to operatives should be avoided Our 
chief complaints about the two studies ex 
amined have centred on their strategy of 
contrasting “dairy” or “co operative” 
villages with “control” villages We have 
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(1 rom Smgh and Dis Tables 3 1. 

3 2. 3 3 3 4 

3 5 3 6 

37 38 39 

3ip 311.3 12 4 1,4 2. and 4 3) 

Item 

Bikaner Villages 

Pciivar Villages 

Sabai kantha Villages 


Co Op 

tonirol 

Co Op 

Control 

C o <Jp 

C ontrol 

Per cent landless to loiil 
population 

12 0 

4 1 

62 8 

48 3 

3t 8 

too 

Per cent milchsto k owned 
by landless 

67 

4 5 

6 5 

h9 

20 3 

4 1 

Per cent share ot landless in 
village aggregate inuime 

273 

8 38 

21 1 

20 0 

24 1 

134 

Number of animals in milk 
per landless household 

0 62 

1 80 

0 36 

1 28 

0 63 

065 

Average milk produced hires 
per landless household 
(June 1980) 

61 5 

69 0 

31 1 

75 0 

36 5 

318 

Milk retained, litres per 
landless household 

23 9 

69 0* 

19 0 

32 1 

19 4 

212 

Contribution from dairying 
for landless Rs per day per 
household 

2 05 

2 62 

0 93 

1 70 

2 27 

0 95 


Note * Sales take place of ghee not fluid milk 
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objected to the maniter in which the pairs 
of villages were matched,, the bias with which 
data was leported from the two sets of 
villages, the arbitary attribution of all 
positive features m the villages with co> 
operatives to these institutions, and the 
tangled skein of causes/covanant/effect/co- 
eniect holding together a hotchpotch of 
variables that could be dependent, indepen 
dent or intervening 

Somehow all village level evaluauons of 
dairy co operatives have followed this 
Strategy of comparing villages Though it 
IS pointless to speculate why they have done 
so, my own suspicion is that the idea 
onginaicd with some city bred dairy bureau 
crat to whom villages are ail the same 
anyway The pioblems of doing justice to the 
study of a single village in all its complexity 
are consideiablc, let alone two villages, let 
alone trying to mati h the two villages, let 
alone relating the nuiliilarious processes of 
each to the other T he error prone business 
of pairing off is best left to Nature or to pro 
fessional match makers 

But the question remains of how to 
measure the impact ol a daiiy co opciative 
on a village We find an answer in the Singh 
and Das study 1 he “with and without dairy 
co operative” approach is chosen over 
another alternative, \iz, the “before and 
alter” oi ‘then and now comparison In 
this second approach, ideally, a village 
would be well studied before a dairy co 
operative is established therein A resident 
investigator using the participant observa 
tion strategy would follow subsequent 
developments Variables directly related to 
the aitivitics of the co-operative, such as 
dairying piactices and results, would be 
measur^ at regular intervals, in addition to 
variables less directly related This approcb 
would not be tree from ambiguities and pro 
blems, but then what approach ■s'’ However, 
the extent ol these would be much reduced 
from the cause/eltect tree for all of the 
“with and without co operative” method 
Why did not Singh and Das opt for this 
alternative' “In the absence of base line 
informtion about the villages selected for the 
study. It was not possible for us to use the 
“then and now” appraoch” (p II) It can 
quite legitimately be asked why this base line 
data was not available Surely the “spear 
head” teams sent by the National Dairy 
Development Boaid to set up Anand pattern 
CO opeiativcs could and should collect such 
data' tvaluations require base line\ and this 
tics up with our next suggestion, which is 
that monitoring should be pre planned and 
continuous, rather than an after activity, or 
even an afterthought 
txalualions should be in built, lontumnt 
and on-going The nature and timing of 
evaluations differ The kind of evaluative 
example that Opcrai.on Flood follows seems 
to be that ol the end of teini repiort card— 
“the period ol work is over, sq now let’s con 
duct a test to see what has been achieved” 


A basic criticism of this approach is that it 
puts the Indian public in a position similar 
to that of parents who receive only this final 
report card in the long period before it 
arrives they are in suspense as to per- 
formance^ and one it is in hand the extreme 
reactions of eithci unrealistic pride or bitter 
disappointment is likely 

Further, such an aftec-the-pcrformance 
evaluation leads to a certain misplaced 
emphasis—on “What has OperaMon Flood 
achieved''” or “How has the National Dairy 
Development Board performed''” rather 
than “In which ways have various villages 
benefited or not benefited from Anand pat¬ 
tern co operatives''” Temptations to justify 
the programme and to vindicate the activities 
of the implementing agency are then in 
evitable This could explain the bias tqwards 
success in the sample chosen for evaluation, 
ahd the bias in reporting data from villages 
vyith and without dairy co operatives, that 
we have qoted 

Suppose, on the other hand, that the idea 
of evaluation was present from the very 
inception of a programme—rather than an 
axe hanging over the head of the imple¬ 
menting agency at the end—and that pre 
paration for this evaluation began along 
with the designing of the programme, The 
setting up of the infrastructure for the pro 
gramme would then include the infrastruc¬ 
ture for evaluation, so that base hne data 
would be collected and comparisons made 
at regular intervals during the programme 
period instead of only at the end 

Ine advantages are obvious, Specifying 
the grounds.for evaluation of a programme 
at the very start would introduce a welcome 
check of realism on objectives, expectations 
and projections in project proposals that 
often enshrine the loftiest qf visions (and 
later find it difficult to live up to these 
visions) Concurrent evaluation would keep 
programme implementers lo touch with 
what IS being achieved as well as what is 
being done, and would allow mid-term 
reappraisals and corrections >Thcre would 
also be less suspense over the outcome of 
a programme with an on-going evaluation, 
whether for planners, implementers. spon¬ 
sors, decision makers, or the public, since the 
“final report” would only summarise the 
cumulative trends that have already been 
traced over the programme period 

It may be objected that such suggestions 
are easy for armchair critics to make, but 
the National Dairy Development Board 
already has its hands full with the imple 
mentation of an ambitious programme over 
the expanse of a sub-continent Therefore 
our next suggestion concerns evaluative 
agencies, which for more reasons than one 
should be separate from implementing 
agencies 

The agency conducting the evaluation 
should be independent, competent and ex¬ 
perienced. Obviously such a suggestion casts 
asperasions on the two agencies responsible 


for the evaluations we have examined Let 
me therefore hasten to express my sespect for 
the Institute of Co-operauve Management 
at Ahmedabad and i)ie Institute of Rural 
Management at Anand The competence 
and experience of neither is ui doubt In the 
present context, the independence qf both 
IS IRMA IS a daughter institute of the 
National Dairy Development Board, and the 
Institute of Co-operative Management has 
a similar innate interest in proving the 
viability and value of co-operative insti¬ 
tutions The eyes, mind and hand can never 
be independent of the stomach It is there¬ 
fore unlikely that institutions which tram 
personnel to manage co-operatives will seei 
think or write anything that threatens their 
daily bread when evaluaung the contribu¬ 
tion of dairy co-operatives to rural India 
The agency that monitors Operation 
Flood’s qnpact on villages should ideally be 
located in the regions where the villagers are. 
It should be a research institute with long 
experience in studying the region and a 
sizeable body of data already collected To 
consolidate autonomy, the funding of the 
evaluation should be sufficiently distanced 
from the National Dairy Development 
Board However, the evaluating agency 
should enjoy a relationship of rapport and 
sympathy with the Board, in order that inter 
action and interchange are facilitated—^yet 
scrupulously observing the Lakshman rekha 
between co operation and collusion 
Stressing the limitedness of my acquain 
tance wjth research institutions, I would yet 
venture to stick my neck out and suggest as 
a possible example of a monitoring agency 
in one part of India the Agro-Economic 
Research Centre for Gujarat and Rajasthan 
at Vallabh Vidyanagar It is part of a 
national network of such agro-eeonomic 
centres and thus enjoys twin advantages of 
pan-Indtan co-ordination and regional 
rootedness It has decades of research ex 
penence, an array of completed studies 
incljiding some well known work on dairy¬ 
ing.'^ a substantial data bank and possibly 
monographs on many of the villages where 
co-operatives have been established under 
Operation Flood m the region.,It is both 
markedly sympathetic to the dairy develop¬ 
ment agencies that are its neighbours at 
Anand and uncompromismg in its presenta¬ 
tion'of data that is often unfavourable to 
these agencies. Most of all, its research pro¬ 
ducts have few theoretical pretensions but 
are heavily empirical—exactly what is 
required in the present context 
lb summarise, then asearly mthevanous 
phases of Operation Flood as possible, com¬ 
petent research insUtutes in the regions where 
the programme is being implemented should 
be invited to evaluate its impaa at the village 
level These institutes should carry out 
detailed benchmark studies of a represen¬ 
tative samplci if not of all the villages, before 
the programme is introduced, and should 
subsequently monitor developments in Bie 
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villages studied as closely as possible The 
data thus atna«$ed should be integrated at 
regular intervals and supplied with com¬ 
ments and suggestions to the agencies imple¬ 
menting the programme At the same time, 
the research institutes conducting evalua¬ 
tions in different parts of the country should 
juxtapose and compare their findings in 
order to understand nation-wide similarities 
and differences Erequent publication of 
data and findings should make evaluative 
material available to other agencies and 
researchers, and to the general public 
It takes a lot of planning, work and care 
to turn out a reasonably valid and reliable 
lactometer On the other hand, an instru¬ 
ment that measures wrongly is in many wavs 
worse than no measurement at all 
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[AcKnowledgements will be found ai the end of 
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GGT Kaypee 

GOT KAYPEE, promoted by professionals 
with considerable experience in the auto¬ 
motive industries and foundries, is coming 
to the market on June 9 with a public issue 
of 5 lakh equity shares of Rs 10 each at a 
premium of R$ 2 per share to instal balanc¬ 
ing equipment at its factory at Aurangabad 
in Maharashtra When the company com¬ 
menced production in 1973, all its manufac¬ 
turing facilities were located at a sophisti 
cated foundry equipped with up-to-date 
machinery and equipment Since then, ex¬ 
pansion plans were undertaken and manu¬ 
facturing activities were enlarged to include 
the most critical engine parts, suspension 
Items, combustion cylinder blocks and 
malleable cast iron inserts for railways From 
a small company catering to a handful of 
clients, the company has grown into a size¬ 
able unit With two productipn and work 
centres In 1983-84, the company expanded 
to double Its capacity and incorporated a 
mechanised mould handling system Tbday, 
Its products enjoy a good reputation in the 
market The order book position is double 
the production capacity 
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Is the Reagan Recovery Real or the Calih 

before the Storm? 

Andre Gander Frank 

The international economic recovery since 1983 has been widely acclaimed as having overcome the economic 
problems of the previous decade through renewed growth. This claim rests on shaky foundations. In the US the 
recovery has been weakly sustained by consumer spending artd debt finance and internationally the spread of 
the recession has been slow and uneven which has exacerbated international economic imbalances and threatens 
the stability of the world economy in the next recession. 

There are many reasons to believe that the next recession may well be deeper again than the previous one. as 
each of the last three w<a than the one that preceded it in the present world economic crisis since 1967. None 
of the intervening recoveries overcame the accumulated legacies of the previous recessioni and the present recovery 
has substantially aggravated the structural arui cyclical problems of the world economy. 

The underlying weakness of the recovery in the United States: the imbalances it has exacerbated among the 
major economic regions of North America, Japan, Western Europe, Eastern Europe and the Third World: the 
reliance on domestic and international finance speculation instead of real production and investment; and the 
virtual exhaustion of the major anti~depressive monetary, fiscal and other policy instruments to support the last 
recovery augur ill for the prospects of the next recession. The combination of these and other factors and the 
dynamic they may promote among themselves could turn the next session into a severe depression. 

The author argues that, despite the pervading complacency and optimism in official circles, we may be on the 
threshold between the l92Qs and the 1930s. Ind^ the complacency and especially the urfounded belUf in American 
economic might and invulnerability are major contributing factors to the gravity of the situation, because they 
preclude serious analysis and affective policy. 

[This paper has been published in two parts. This part, the second, discusses some likely scenarios for the next 
world recession. The first part of the paper, which appeared last week, examined the domestic US weakness and 
international imbalances which have characterised the international economic recovery since 1983.] 


II 

Next World Recession: Some 
Scenarios 

A RENEWED recessionary cyclical 
downturn from the Reagan recovery is cer¬ 
tain. The world economy has experienced— 
and survived—over forty recessions in the 
nineteenth and twentieth centuries. The last 
four recessions have occurred during what 
some regard as a Kondratieff B phase 
downturn, since the rate of profit began to 
decline in the mid-1960s. These were the 
recessions of 1967, 1969-70, 1973-75, and 
1979-82. which we reviewed above. We 
observed that each of these recessions were 
deeper and more widespread that the one 
preying it, which is one of the marks of 
a Kondratieff downturn. Although it is not 
posed this way as often as its importance 
merits, the nuun question is whether the next 
recession will be milder or more severe than 
the last one. If it is milder with a soft land¬ 
ing, it may indicate that the present cyclical 
recovery also represents a recovery from the 
underlying crisis as well, as Reagan and 
others claim. However, the next recession 
may also be once again more severe and 
suggest that the world has not yet bottomed 
out from its present (possible Kondratieff) 
crisis downturn. 

The evidence suggest that the next world 
economic recession is likely to be very severe 
and that it may even turn into a recession 
analogous to that of the 1930$. In that case 
the many journalistic and other analogies. 


which suggest that the world has already 
weathered a milder version of a 1930s type 
storm, would be mistaken. A more apt 
analogy would be between the years since 
1967 and the period starting in 1913 and 
particularly with the 1920s. In this analogy, 
the 1930s would still be ahead of us—and 
perhaps around the corner. 

The evidence suggest that the next re¬ 
cession is likely tobe very severe may be 
summarised as follows. Each of the past four 
recessions was more severe than the pre¬ 
ceding one The growing structural pro¬ 
blems related to these recessions, like lower 
rates of productivity growth and higher 
structural unemployment, were not resolved 
or even abated by the succeeding recoveries. 
The recoveries themselves generated or 
exacerbated new problems, like the replace¬ 
ment of fixed exchange rates by widly fluc¬ 
tuating ones in 1973 and the Third World 
debt crisis in 1982, following upon the 
increase in credit and interest rates in the 
1970s. The recovery since 1983 in particular 
generated many new problems, especially the 
replacement of real production, investment 
and productivity growth growing finan¬ 
cial' speculation and debt as well as the 
exacerbation of imbalances among Uie 
United States, Japan, Vfestern Europe; 
Eastern Europe; the Thitd 1M>r)d, and within 
these regions. 

The recourse by policy-makers to anti- 
recessive ecohomic policies to promote and 
sustain the last recovery may render these 
instruments less available when they are 
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needed to combat the next recession. 
Examples in domestic policy are accom¬ 
modating monetary policy and lower interest 
rates by the Fed. Examples in domestic fiscal 
policy are increased public (defence) expen¬ 
ditures, reduced taxes, and a bigger budget 
deficit. Examples in international economic 
policy are exchange rate intervention and 
trade policy. Therefore, easy recourse to 
these and similar economic policies to assure 
a soft landing in, let alone to provide for a 
sustained recovery from, the next recession 
are likely to be less available, effective, and 
adequate. In particular, the sipiple recourse 
to reflation, which is so dear to some 
economists and policy-makers hearts, is not 
likely to be an adequate policy remedy in the 
next recession. 

II 

Deflation not Inflation 

The certainty of the next recession and the 
possibility that it may be a severe one sug¬ 
gests alternative scenarios of economic 
events and policy, which may be summarised 
as deflation or inflation or a combination 
of both. Despite the well known perils of 
crystal bidl gazing, we can tiy to set out some 
elements of these scenarios in turn. 

Contrary to almost everybody except the 
Nobel laureate in economics from Wc; 
James Ibbin, there is a serious danger of 
deflation rather than inflation in many 
world prices. US Inflation decline largely 
due to the high dollar and low import prices. 
There already is a signifleant thsinflation 
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due to the decline in raw nraterials/com- 
modity, including petroleum and agri- 
cultunl, prices, and real estate including 
farm prKes They are a mamfestetion of the 
weakness and sell at any price deflationary 
pressures rather than the supposed strength 
of the Reagan recovery A major reason why 
commodity prices have not recovered is that 
Europe, which is a major importer of raw 
matcnals, did not recover much and the elec¬ 
tronic defence expenditure supported US 
recovery is resource savmg Another reason 
IS because of new supplies of raw materials 
and the need by Third World (and US) sup¬ 
pliers to maximise exports, albeit driving 
down pnces, in order to meet their debt 
service and balance of payments deficit 
needs The third reason is because growth 
has been very resource saving, through com¬ 
puters, services and so forth So a major 
contnbution to the disinflation in the US 
and elsewhere has been the failure of com 
modity prices to recover as they normally dc 
in a recovery Indeed, producer prices m the 
US, which reflect world comm^ity prices, 
declined moderately during the 198^ re- 
co^ry year and at a record rate m early 1986 
The latter was led by, but by no means con 
fined to, oil pnces However, industnal pnces 
have also gone down in many cases especial 
ly in the high tech electronics sector So there 
has been a significant tendency of disinfla 
non during this recovery 
The next recession may threaten another 
period of very severe deflation as credit sup¬ 
ported speculatively inflated values collapse 
A deflationary collapse of values becomes 
all the more probable as (following the steps 
ol the above mentioned model) in the crunch 
It becomes rational and necessary for indi 
vidual industrial and (mancial corporations 
to sell off real and financial assets at anv 
low price they will fetch in order to raise the 
cash they need to meet their most pressing 
immediate interest payment and othN flnan 
cial obligations Moreover, as the resultant 
rush for cash dnves prices down, it penalises 
debtors whose obligations ate fixed in 
dollars of increasing values in terms of 
goods (the opposite of inflation), and it 
makes it ration^ to hold money, whose value 
IS increasing, instead of property or goods 
whose prices are decreasing 
A significant deflation of pnces has been 
the automatic response to speculative bub¬ 
bles in the past, after they burst Deciming 
profits, mvestment, production, employ¬ 
ment, etc, m the teal economy lead to 
bankruptcy and forced sales of real assets, 
and liquidity problems force sales of finan 
cial assets Each feeds on the other, until 
asset values and economic activity are so 
depressed as too pave the way for the nett 
recovery Deflation and depression spread 
from one sector and region or one country 
to another, as the bankrliptcy, asset write 
down, and demand constraint of one 
domino topidet the ndxt. In a highly inter¬ 
linked world economy a signiflcant—and 


sometimes even a seemingly insignificant— 
real bankruptcy fmanctal scare, or political 
event anywhere can imtiate a crisis, which 
can spread like wildfire and lead to defla 
tionary tendencies in other parts of the 
world as well 

National governments may have an in 
terest In trying to prevent a ^ain reaction 
at home or importing it from abroad For 
this reason, for mstance, the US government 
baited out the Chrysler Corporation and the 
Continental Illinois Bank, because the 
failure of such large institutions threatened 
to be too destabilising for too many others 
But in the event of a serious threat to several 
major institutions simultaneously the cost 
and the difficulty of a bailout would rise 
appreciably Finding the money in the 
budget without rapid credit creation could 
be economically nearly impossible, or 
politically difficidt, and too slow to stop the 
fire froir spreading International co 
ordination could be especially slow and 
uncertain, as tor instance the US, Japanese, 
and European governments might be poll 
tically unable or unwilling to accept losses 
incurred abroad or by foreign institutions 
Indeed, if for instance some American in 
dustrial corporations or financial institu 
tions fail because of their illiquidity or 
exposure, which is greater than their rivals 
abroad, the Japanese and Europeans may 
find It not in their interest to help save them 
or in their interest to let them go down, or 
in their interest to exact a high price for co 
operating in any international settlement 
The United States has been singularly un 
cooperative with its Japanese and European 
allies Moreover, the negotiations of these 
conflicting interests may take too long to 
save the d^r 

Any significant deflation in the United 
States would by definition mciease (he value 
of the dollar relative to American goods antf 
assets, but it is less clear if it would also 
boost the value of the dollar relative to 
foreign currencies and goods Foreign 
holders of dollars—of which as we have seen 
there are over two tnihon—would have an 
incentive to buy American assets and goods 
The massive purchajw of US assets by 
foreigners could raise economic and political 
najionalist objections and preventive 
measures in the United States, such as new 
rules limiting fo'eign ownership of US cor 
poratons, real estate, farm land, etc, and 
perhaps of financial instruments as well 

However, such measures would fuel a 
foreign capital flight from the United States, 
which could already be mouvated by a 
dechne in confidence in the US economy in 
the face of bankruptcies, bank failures, and 
n^ative econonuc growth. Thu would dnve 
the value of the dollar down instead of up 
against other currencies Any such decline 
to confidence m the banks, stocks, economy, 
or policy of the United States and a free fall 
of (he dollar could have the most far 
reaching and unforeseeable economic and 


political consequences Exports from the US 
could be stimulated, but American competi 
tion m Futopean, Japanese and other 
markets would not be welcomed and could 
generate pressures for protectionism or 
efforts to devalue other currencies or both 
1 iterest rates in the United States could be 
torced up both by the demand for money 
in a liquidity crisis and by the attempt to 
prevent the free tall of the dollar against 
other currencies An increase in interest rates 
may be temporary as it would reinforc; the 
depressive tendencies by further inhibiting 
borrowing and investment and therefore the 
demand for funds Other countries would 
be loath to follow suit Most of these even 
tualities would generate increasing pressures 
towards protectiorasm and the formation of 
economic (and political) olocs, of which 
more below 

The I lajor alternative scenario is infla 
tion In the United States, especially, there 
are three mam incentives to accept or even 
to promote inflation The first is that despite 
the well known economic, social and poll 
deal costs of inflation, they spread out more 
widely and evenly over the population (and 
hit poor wage workers more than rich pro 
perty holders) compared to d< flation, which 
IS more concentrated among those who own 
property and have political influence. (Defla¬ 
tion raises real wage rates but through 
unemployment reduces the total wage bill 
Whether deflation increases the share of 
wages in a reduced national income depends 
on how much profits and property values 
also fall) Deflation favours creditors the teal 
value of whose loans increases and penalises 
debtors Inflation favours debtors the real 
value of whose dollar denominated debts is 
reduced at the expense of their creditors 

A second reason to accept inflation is 
because it may be the cost of combatting 
deflation and bankruptcies through govern 
ment bailouts Indeed, bailouts through 
credit creation could be a response to inci¬ 
pient deflation Although many small enter 
prises and financial institutions may go to 
the wall or be absorbed by larger ones—thus 
increasing monopoly concentration -a 
government may find it necessary or desira 
ble to step in to save major economic enter 
prises and/or politically influential interests 
If budgetary or other measures are un 
available or insufficient the (.cntral Bank 
like the US I cdcral Reserve could step in as 
lender of last resort to major financial 
institutions a la Continental lllionis and or 
through them to industrial and other cor¬ 
porations The Central Bank would have to 
pnnt money or create credit massively, which 
could generate inflationary pressures In a 
deflationary and depressive context however, 
money and credit creation need not be very 
inflationary if the velocity of circulation of 
this money declines as those who have cash 
prefer to hang on >0 it while prices decline 
In 1983 the US money supply increased by 
12 per cent (and ONP 2 per cent) while 
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prices rose only 3 per tent at the velocity of 
circulation tell appreciably 
A third reason tor a possible inflationary 
resolution is that the United States is a 
debtor with powerlul interests and pos 
sibilities to reduce the value of this debt 
through inflation We have observed that the 
United States has amassed the world’s largest 
and still growing foreign debt of over S 100 
billion Moreover, there are over S 2,000 
billion abroad, many of them in the hands 
of foreigners, some of which may be ex 
changed for goods, especially in a crisis The 
US government itself also has a nearly S2 
trillion federal debt, most of which is held 
domestically and some of it abroad by 
foreign central banks and other institutions 
and individuals Of course, there i also the 
large and growing corporate, consumer, and 
other debt Almost all of this debt is 
denominated in US dollars Other countries 
and foreign institutions also have high debts 
and some of them, especially their foreign 
debt, are denominated in dollars, such as 
much of the Third World debt But they have 
to earn dollars to meet their dollar obliga 
tions The US government does not It can 
print dollars to meet its own dollar obliga 
tions, and li this has inflationary con 
sequences, so much the better, because it 
would reduce the real value of the foreign hdd 
US debt and dollars Indeed, if and when 
the day comes that the US government or 
economy can no longer service its debt, the 
incentive may become irresistible to wipe out 
or at least reduce its value by deliberate 
dollar inflation through Federal Reserve 
credit creation or printing dollars If the 
dollar exchange rate did not or does not 
decline enough to support a renewed export 
drive, the United States would also have a 
fourth incentive to inflate in order to depress 
the value of the dollar both in terms of 
goods and relative to the currencies of its 
Japanese and European competitors 
Inflation would probably have to be 
accompanied by an increase in the (nominal) 
money rate of interest to keep the real rate 
of interest positive The real rate of interest 
could rise or fall, depending on the rela 
tion between the money rate of interest and 
the rate of inflation In either event, the 
United States could pay the interest with 
newly created devalued dollars Ihe real 
value of the Third World dollar debt would 
also decline, but the nominal and for the 
Third World real interest cost of servicing 
the debt- and for Americans the real 
earnings—would increase, especially as long 
as 1 hird World export prices do not accom 
pany US prices and their exchange rates do 
not keep up with the dollar The implications 
for Europe and Japan depend in part on the 
responses of their own interest and exchange 
rates, lo be examined below 
A major inflation in the United States 
could have both inflationary and defla 
uonary consequences elsewhere in the world 
Prices ot American exports and other goods 


priced in dollars, such as petroleum, would 
rise in dollar terms For countries with 
currencies pegged to the dollar or devalued 
against it, as in latin America in the past, 
the consequences would be inflationary as 
well But for countries whose currency is 
revalued against the dollar the effects need 
not be inflationary fn fact, they could still 
be deflationary 

A major increase in the money supply and 
inflation in the US would depress the dollar 
This would stimulate American exports to 
countries whose currency goes up against the 
dollar, 1 e, the yen and mark, and it would 
dampen their own exports and exert recessive 
and perhaps deflationary pressures in 
Europe and Japan Indeed, any US reces 
Sion, whether accompanied by inflation or 
deflation, would have severely and perhaps 
deflationary consequences in Europe and 
Japan, whose industries are heavily depen 
dent on the US market since their domestic 
markets have remained slack even during the 
past recovery The loss or decline of the US 
market during the next recession would 
depress Euiope and Japan much more than 
the decline ol the OPEC, Thi d World and 
socialist markets already did in the last reces 
Sion Indeed it is because these export 
markets did not icsive during the recovery 
that the US export market is all they have 
left When that goes, it can bankrupt 
Europe 

Another important deflationary influence 
in Europe and Japan of any US recession 
accompanied by cither deflation or inflation 
aouid be the consequent loss ol their US 
dollar denominated assets Deflation in the 
United States would involve the write down 
of some foreign owned as well as US owned 
assets in the US Any rise in the value of the 
dollar might be more than cancelled out for 
Europeans and lapanese, not to mention 
Arabs latin Americans and others with 
assets in the United States, by their 
bankruptcy write down and forced sales 
Inflation instead—and perhaps deliberately 
as suggested above -would wipe out the real 
value of foreign held dollar assets Either 
way, Europeans and Japanese could suffer 
very heavy losses of their US assets with 
deflationary and other far reaching con¬ 
sequences 

All of these economic possibilities and 
pobey options would sharpen already 
existing economic and political conflicts of 
interest among the United States and its 
Japanese and West European allies as well 
as with Third World countries The sharpen¬ 
ing of conflicts does not necessarily preclude 
concerted common action, especially in face 
of a common threat of deflation, but it does 
interpose further obstacles to agreement So 
far, negotiated common agreements on the 
debt, trade, exchange rates, fiscal, monetary, 
interest and other economic fronts such as 
defence expenditures have been conspicuous 
by their absence, some appearances to the 
contrary notwithstanding 'Wt have observed 


that all negotiations about NJED have come 
to naught and so have the pleas for a 
multilateral agreement about Third World 
debt GATT negotiations and unilateral 
volunury export restraints nothwithstand- 
ing, many stances are more those of a trade 
war This is especially true of the United 
States (and of iu accusations against Europe 
and Japan) with regard to steel, automobiles, 
agricultural products, not to mention 
military hardware and Ea$t-West trade The 
Group of Five agreement about exchange 
rates at the Plaza Hotel in New York in 
September 22,1985 did serve to depress the 
value of the dollar, but while it was going 
down already anyway More significantly, 
the five participating industrial countries 
were unable to agree to co ordinate their 
domestic monetary and fiscal policies, 
without which their agreement on exchange 
rates has little foundation, Thar January 18, 
1986 meaing in London proved them unable 
to agree on the Japanese proposal for a con 
certed decline in interest rates or the 
American plea for more expensive fiscal 
policies and reflation—as well as defence 
expenditures —by Japan and Germany The 
French insistence on a general economic 
conference to co ordinate all these policies 
and to update the outmoded international 
economic and financial institutions has 
fallen on deaf ears especially in Washington 
American policy makers have sought to go 
It alone Ihey have taken little account of 
the foreign effects of that domestic policies 
of high budget deficit, interest rate and 
dollar exchange rata They present that trade 
partners and allies with yin/s accompli and 
continue to lord it over their allies in Europe 
and Japan, not to mention the Third World 
In part, this policy stance is based on 
arrogance and a mistaken belief in the 
superiority and invulnerability bf the 
American economy However, this Amencan 
stance is also based on the less than far 
sighted and principled use of the three main 
still available bargaining chips of the large 
American market, the dollar as the world 
reserve currency, and the US nuclear um 
brella and military might—plus the less 
tangible US asset of foreign economic and 
political confidence in the United States 
In the next recession and in the event of 
theiunfolding of the deflationary or infla¬ 
tionary scenarios or a combination of the 
two, some of these American advantages 
may be eroded as well The American 
marka demand would shrmk, and mcreased 
protectionist pressure might restrict it still 
further, as the Hawley-Smoot tariff did m 
1930 Americans’ ability to live far beyond 
their own productive means must decline as 
the Amencan trade deflat declines and 
especially when it ceases to be covered by 
the massive voluntary inflow of Japanese 
and European capital now attracted by the 
United States, as well as by the lest volun¬ 
tary debt service by the Tiard W>rhL Indeed, 
ather deflation or inflation in the United 
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States as well as some political incident 
could start a massive capiul flight, which 
could also depress the exchange value of the 
dollar. The United States might respond with 
higher interest rates to slow this tide or, if 
necessary, controls on capital movements to 
stop it. The latter, particularly, could erode 
the role of the US dollar as the world’s 
reserve currency; but so could other possible 
American, European and Japanese responses. 

Maintenance of the US dollar as the 
world’s principal currency, especially in the 
face of declining US competitiveness and 
slsares of world trade, has advantages and 
disadvantages. We already reviewed some of 
the advantages, especially the US ability to 
buy and consume more than the country 
produces. 

Some of the disadvantages are that the 
dollar magnifies the multiplier of negative 
domestic economic events abroad more than 
other currencies do. Therefore, also, it is 
more hazardous or difficult if not impos¬ 
sible to manage domestic economic policy 
independently of its effects on the world 
economy. A number of interests in the 
United States and elsewhere would prefer to 
reduce these effects, or at least to maintain 
their benefits without their costs. Some 
American interests seek greater autonomy 
for American economic policy, a lower and 
more stable dollar exchange r^te, and the 
return to the gold standard, or perhaps at 
least a monetisation of the US gold at Fort 
Knox. The most visibje representative of 
these interests is Congressman Jack Kemp. 
Any return to the gdid standard would, 
however, compromise the autonomy of 
monetary and Hscal policy unless the United 
States can maintain undisputed dominance 
in the world economy, which it cannot. (The 
gold standard would limit US economic 
policy like the dollar standard limits other 
countries' autonomy now.) Monetising gold 
by pegging the dollar to gold at some high 
market price would increase US monetary 
reserves (by multiplying the value of the gold 
it holds) for use in a government bailout of 
bankrupt .firms and banks; but it would 
further fuel the speculative sale and purchase 
of gold and dollars. Both might give an 
unintended boost to the economic and 
political fortunes of gold owners and pro¬ 
ducers, the Soviet Union and South Africa, 
at the expense of countries that do not have 
or produce gold in Europe, Japan and the 
Third World. 

Another possibility is to move towards the 
creation of a non-commodity based alter¬ 
native world currency, or paper gold, by 
increasing the issue of special drawing rights 
(SDRs) by the IMF. The Third World has 
long dmoured for that with a “link” between 
the creation of new world monetary reserves 
and their distribution to needy Third World 
states. The United States has always opposed 
this proposal, preferring the creation of 
dollar reserves during the hist decade and 
finding the gold option of some interest 


more recently. However, if dollar reserves 
become too costly and gold reserves too 
restrictive for some US interests, the SDR 
option might become more attractive, par¬ 
ticularly as a way to defuse the Third W'orld 
debt bomb. 

Perhaps the most plausible alternative 
would be to upgrade some other currencies, 
especially the Japanese yen and the German 
mark, or a mark based Eurocurrency 
through the strengthening of the European 
Monetary System (EMS), to greater use as 
a world payment and reserve currency. (A 
more transferable Soviet ruble could make 
it a more competitive currency as well.) 
Upgrading the mark and yen is implicit in 
some American proposals and policies, but 
it has potentially far-reaching implications, 
which are not often examined. Moreover, a 
greater role for these currencies, commen¬ 
surate with theii countries' role in the world 
economy,-may be the outcome of com¬ 
petitive tendencies as well. 

The United States has been pressuring 
Germany and Japan to adopt more expen¬ 
sive monetary and fiscal policies and to in¬ 
crease their defence expenditures. So far they 
have resisted. They aiguc that domestically 
the effects would he inflationary. They 
would lose maikets to others at home and 
abroad (as French rctlation did at the begin¬ 
ning of the Mittcrand presidency). They also 
point out that their economies are too small 
to serve as locomotives for the world 
economy, as the US does and asks them to 
do. But Europe and Japan might reconsider 
in the face of another recession and the loss 
of significant sales in the United States to 
reduced market demand, a probable decline 
in the dollar and a rise in their own curren¬ 
cies, possible US protectionism, and other 
US economic policies in our deflation and 
inflation scenarios. Upgrading their curren¬ 
cies would be of inicrest if it increases their 
relative autonomy in a more neo-mcrcantilist 
world. 

Would Europe and Japan be willing and 
able to co-ordinate their economic policies 
with those of the United States for the com¬ 
mon good, which the American have always 
interpreted through very American cycs7 
Would the Europeans and the Japanese be 
willing and able to reflate to save the world 
economy? Or would they (have to) prefer to 
reflate and try to use their upgraded curren¬ 
cies nationally or regionally, where the costs 
and benefits are more subject to the account¬ 
ability of those who have the responsibility 
for any economic and political decisions to 
be made? If Europeans and Japanese with¬ 
draw some of their capital from the United 
States or even cease to supply any more, 
where would they put it and how? It might 
be desirable for the Japanese to withdraw 
their capital from the rich United States (at 
some cost to Americans) and to supply it 
instead to help out with the debt crisis not 
to mention poverty in the Thinl World. But 
is that likely, and if so, would they not 
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require greater export markets there in com¬ 
petition with the United States and Europe, 
not to mention the socialist countries, as a 
quid pro quo? It would be at least as plau¬ 
sible to suppose that Europe and Japan 
would try to letlate and invest domestically 
or regionally. 

Indeed, Japan may be obliged to do so to 
the extent to which it is excluded from the 
export markets on which it now depends. 
Such exclusion of Japan could be the result 
of recession elsewhere and especially in the 
United States, a rise in the value of the yen 
as the dollar and perhaps other currencies 
decline, the flight of Japanese capital from 
overseas and especially from the United 
States, and of course the giowth of protec¬ 
tionism and Japaii-bashitig elsewhere as the 
United Slates and Europe try to redirect 
Japanese exports to or against each other. 
Moreover, a combination of all of the above 
is a real possibility in the next recession. 
Japan, especially, could devote its large 
savings and capital surplus no longer to 
finance consumption and speculation in the 
United States but instead to update its own 
lagging social and residential infrastructure 
through a New Deal type domestic construc¬ 
tion programme; and/or it could substan¬ 
tially increase its capital export to China and 
perhaps Siberia. (If the immediate political 
obstacles could be overcome, a triangular 
arrangement to develop Siberian natural 
resources with Japanese capital/iechnology 
and Chinese labour would offer many 
economic advantages to all three national 
partners (and would open up new strategic 
options in Asia). 

European '-efiation would have to address 
the major and still growing European pro¬ 
blem of unemployment, wliich would be im¬ 
mediately further exacerbated by recession 
and either the deflationary or the infla- 
tionary .scenarios and accompanying policy 
in the United Slates. Since the world market 
export option would no longer be im¬ 
mediately available, national and/or regional 
options could become the order of the day. 
All strictly national options in the by world 
standards now relatively small and highly 
integrated West European economics would 
entail additional large sacrifices of income 
in the short run and of competitiveness in 
the long run. 

A West European rcflaiionary strategy has 
already been proposed by Europeans them¬ 
selves. The more right-wing proposal envi¬ 
sions a “Fortress Europe”, which would use 
the existing European Common Market as 
a base and seek to include other West 
European countries in a common expan¬ 
sionary economic programme. A related 
military-industrial complex and strategic 
component of the Fortress Europe strategy 
could be a European arms and military 
strategy centred on a Franco-German axis. 
A more left-wing alternative to “reflate, 
restructure and redistribute” was proposed 
by parliamentarians and economists from a 


975 



^Miy 31,1986 


; dozen West European social democratic 
■ parties under the leadership of the British 
; Ltdx>ur MP Stuart Holland and Published 
under the title “Out of Crisis". A third alter- 
native would extend a European economic 
programme to include both Western and 
• Eastern Europe (with some possible exten¬ 
sions to the Middle East and Africa). Such 
East-West European economic co-operation 
and confidence building could also increase 
the basis for a de-nuclearised Europe. This 
policy to extend detente into a pan-European 
entente has also been proposed by the 
present author’s “European Challenge” 
(Frank 1983) and seeks to take advantage of 
West European interests to export and East 
European ones to import especially capital 
and technology, as well as to reduce political 
tensions between them. Any West European 
loss of markets in or to the United States 
and Japan, which would accompany a reces¬ 
sionary decline of domestic markets, could 
increase West European interests in markets 
elsewhere in Europe substantially. (A con¬ 
ceivable partial solution of the East 
Europeans’ foreign exchange problem could 
be an extension of an already incipient 
triangular trade arrangement in which 
Western Europe exports technology to 
Eastein Europe, which the latter uses to 
produce cheaper manufactures for export to 
the Soviet Union, which could pay for both 
by exports of oil and gas to Western Europe.) 
Progress in this direction of greater East- 
West European economic co-operation and 
political detente could also be fuelled by the 
widespread popular objections to the new 
American missiles in Western Europe and 
their rejection by the British Labour, West 
German Social Democratic and other 
European political parties, as well as by 
Gorbachev’s attempt to delink European 
based from American based nuclear arsenals 
by offering to destroy Soviet nuclear missiles 
in Europe in return for French and British 
agreement not to increase theirs. 

Ill 

Effects on I'hird World 

The major foreign exchange and domestic 
development problems of the Third World 
will also be immediately affected by the next 
recession: The chronic foreign exchange pro¬ 
blems are likely to teach new crisis propor¬ 
tions as Third World exports, export prices, 
and terms of trade decline further and in¬ 
terest rates and debt service charges possibly 
increase. Further drastic declines in imports, 
investments, production, income and con¬ 
sumption arc likely to ensue. The Third 
World debt bomb may explode. More econo¬ 
mically nationalist and politically populist 
stances are likely. As import capacity 
declines further, and particularly if the world 
financial system and international trade rela¬ 
tions experience greater difficulties, many 
parts of the Third World are likely to opt 
for greater reliance on the internal tnarl»t 
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and import substitution as well as more pro- 
/lucer/consumer oriented agriculture on 
regional and/or national bases. So-called 
counter-trade barter arrangements are likely 
to flourish as emergency measures to main¬ 
tain international tradt All of these trends 
are already in evidence in many parts of the 
Third World and especially in Latin America 
as a response to the economic and debt crisis 
of the first half of the 19808. What national 
and regional arrangements will emerge in 
various parts of the Thii^ World in the 
second half of the 1980s will, of course, also 
depend on the trade and bloc policies of the 
industrial countries. 

In other words and independently of the 
implementation of any of these possibilities 
or proposals, powerful forces in the world 
economy are moving the world towards neo¬ 
mercantilism (to use the term of the British 
economist John Maynard Keynes in the 
1930$ and of the American political analyst 
Kevin Philips in his January 1986 testimony 
to the American Congress JCE) or even 
towards the formation of regional blocs. 
These possibilities may be the result of a next 
recession (oi a succeeding one) *hat is more 
severe than is generally anticipated, the pos¬ 
sible inflationaiy and deflationary scenarios 
contemplated above, and the reasoning 
about some of their conceivable.cconomic 
and political repercussions in various parts 
of the woi Id. Despite the internationalisation 
of the world economy • -but also because of 
the increasing economic and political con¬ 
flicts it is gcncraiing~the United States, 
.lapan and Western Europe could turn 
increasingly inward towards neo-mercantilism 
and/or the formation of regional blocs. 
These blocs might be centred on the United 
States in the Americas, Japan in Asia, 
Germany in Western Europe and perhaps 
Eastern Europe, or alternatively the Soviet 
Union in Eastern Europe. 

These new developments in any of these 
or other new departures are conceivable in 
the event of a financial crash or even an 
aggravated economic crunch in the next 
recession following upon the already un¬ 
balanced and unbalancing present recovery. 
Of course, the political economic con¬ 
sequences of such a crash or even of a con¬ 
tinued but increasingly serious crunch can 
only be the subject of speculation-—but 
some speculation there is already. Even 
before President Reagan assumed office, 
Jeremiah Novak suggested in the Christian 
Science Monitor (April 17, 1980) that the 
Reagan Administration would not only 
abandon Carter's trilateralism but would 
take a very unilateralist policy stance and 
possibly revive the proposal for a North 
American Common Market/Community 
(with Canada and perhaps Mexico). Since 
then, the director of the Carnegie Endow¬ 
ment for International Peace, Thomas L 
Hughes (writing under the title ‘The IWilight 
of Internationalism’ in his Endowment’s 
Foreign Policy No 61, Winter ]98$-86) has 


documented the extreme unilateralism of the 
Reagan Administration on one international 
issue after another. 

In the meantime, Henry Kissinger (Inler- 
national Herald Tribune, October 29, 1984) 
wrote that the US must take the lead in 
revamping a multilateral trade policy, but 
that “such a policy should be pursued with 
conviction but also without illusion. Despite 
the best efforts of statesmen, the attempt 
may fail. In that case ... the United States 
can, however reluctantly, do well at the game 
of unilateral trade practices and bilateral 
agreements. In a world of trading blocs, the 
United States should be able to construct a 
trading bloc composed of the major Latin 
American nations, Canada and probably 
Au.stralia and New Zealand. Preparation for 
this partnership should influence US trade 
and debt policy, especially toward the 
nations of the Western Hemisphere:’ 

There have also been two related pro 
posals less ambitious than Kissinger’s. One 
is the idea of a North A lerican Common 
Market including Canada and if possible 
Mexico. Translated, into plain English, this 
proposal is to use their natural resources and 
markets for US industry. The other proposal 
or possibility would be the Fortress America 
option of some right-wing isolationists, 
which could have substantial populist appeal 

The prospects lor the Third World depend 
very much on which of the above pos¬ 
sibilities or combinations if any become 
reality. Another recession in the world 
economy and the possible explosion of the 
Third World debt bomb, the aggravation of 
misery, and a reduction in middle class 
standards of living in Latin America, Africa 
and parts of Asia would feed economic 
nationalist and political populist flames in 
many Third World countries. To what extent 
these could succeed to shape their countries’ 
futures would, however, also depend on the 
options, which the Western (and Eastern?) 
powers would offer or constrain for them. 
For instance, the options for Canadian and 
Latin American nationalism would be more 
constrained by an American Hemispheric 
Bloc or even a North American Common 
Market than with a Fortress America or a 
prolongation of the present status quo. 

In view of the extremely unilateralist 
foreign policy of the United States toward 
both its enemies and allies during the recent 
economically relatively good years and in the 
face of the above speculations about an 
American led economic (and political) bloc, 
we can only speculate how much more 
isolationist7protectionist or bloc-oriented 
US policy could become in bad economic 
times in the next recession and/or in the 
event of a financial crash or more serious 
crunch. Moreover, the combination of such 
US policy with American competitive 
assertiveness and the world-wide repercus¬ 
sions of a decline in American market 
demand and the dollar in a recession could 
reinforce pressures towprd bloc formation. 
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These could also promote the creation or 
extension of a European bloc in Western 
Europe or in all of Europe, including Eastern 
Europe, and with some possible participa¬ 
tion of the Soviet Union as well. Such a 
European bloc might be extended to include 
Africa and the Middle East as well. Similar¬ 
ly, renewed pressures could build up toward 
the formation of a Japanese “Greater East 
Asian Co-prosperity Sphere" (to recall the 
term of the 19 jOs) in the Pacific area. The 
po.ssible breakdown of the dollar based 
international monetary system, which is 
already manifest in the upgrading of the 
German mark and Japanese yen, forebodes 
the possibility also of a creation of economic 
blocs around the US dollar, the German 
mark or a mark based Eurocurrency, the 
Japanese yen, and possibly the .Soviet ruble. 

The political and strategic consequences 


of such conceivable developments ate almost 
beyond speculation still, other than to note 
that internationally the post-War balance of 
power would break down and domestically 
the time would be ripe for virulent populism 
(ideological and nationalist, religious and 
escapist, charismatically and demagogically 
led) in country after country around the 
world. However, the more any country or 
region, including the United States, would 
seek to “do well at the unilateral game" in 
such, a world in (he short run, as Kissinger 
suggests, the more surely would it eliminate 
itself, as the Soviet Union did in the past, 
from long-run participation in the benefits 
of technological changes in the long run of 
the next recovery, if concomitant political 
tensions and military conflicts in the world 
do not blow it up first. 

(Concluded) 


DISCUSSION 


Tebhaga Movement in Dooars 

Some Issues Regarding Ethnicity and Class Formation 
Sharit Kumar Bhowmik 


THE article of Ranajit Das Gupta' con¬ 
tains a lot of interesting information on 
peasants and workers movements in 
Jalpaiguri district, but his anihlysis of the 
Tebhaga movement in the Dooars area of 
this district leaves many loose ends. These 
1 feel crop up because he was not, delved 
properly into the facts. He has, surprisingly, 
overlooked two vital aspects while dealing 
with this movement, namely, the nature of 
agrarian relations in this region (i e, relations 
between jotedars and adhiars) and, the 
organisation of the movement, though these 
two aspects would have been the key factors 
in analysing any peasant struggle My inten¬ 
tion, however, is not merely to pick holes in 
his article. 1 intend to go beyond the scope 
of his article and deal with some issues 
relating to ethnicity and class struggle I shall 
discuss mainly the Ibbhaga movement in 
Dooars based on the field data which 1 
collected while I was studying the problems 
of class formation among tribal tea planta¬ 
tion workers. 

The Ibbhaga movement in Dooars had 
some specific features (mentioned below), 
which set it apart from the movement Iil 
other parts of Bengal. Whereas, in other 
parts of the province, the movement started 
in September 1946 and it slackened by the 
beginning of 1947. in Dooars the movement 
started in February 1947 and continued till 
April 1947. The H^haga movement here 
got support from mainly the Chotanagpqr 
tribals (known as Adivasis) who had settled 
*% adhian (sharecroppers), to the local 
jdtedan (landholders). Though thn move¬ 


ment was based on the demands of share¬ 
croppers, irrespective of caste, religion or 
tribe, it had practically no impact on the 
other communities of adhiars in the area, 
such as Rajbanshi and Muslim. In other 
parts of Bengal, however, the movement had 
a wider base. Moreover, in the parts of 
Dooars covered by this movement, the 
Adivasi tea plantation workers came out in 
full support of the adhiars and even left their 
work to join the movement. 

There is another feature of this movement 
which needs to be elaborated, namely, the 
participation of Adivasi/ofR/a». Das Gupta 
notes that “Not only the big Rajbanshi and 
Muslim Jotedars, but even some tribal 
Jotedars were affected" by the movement 
(p PE-48). He states in his footnote (no 104) 
that my suggestion that tnhaX Jotedars sup¬ 
ported the movement is not borne out by 
available evidence and he names three tribal 
Jotedars who opposed the movement. In the 
book in question ^ 1 have casually refered 
to the participation of Adivasi Jotedars in 
the movement. I have given the* case of 
Samar Ganguli, a veteran communist leader 
(whom Das Gupta has also interviewed, 
according to his footnotes) who, while in 
hiding, was given shelter by an Adivasi 
Jotedar. This Jotedar has supported the 
movement by giving shelter to those abscon¬ 
ding from the police and by providing food- 
grains to the participants. 1 can give several 
more cases of this type. Kedar Nath Oraon, 
a fairly prosperous yofedlur of Phatkanyore 
near Mai, was an active participant. His two 
sons, Phagu Oraon and ^ikhadeo Lawrene 
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Lakra, become wholetime organisers of the 
Communist Party of India. Sukhdeo w the \ 
first general secretary of the A4TUC spon> ... 
sored Zilla Cha Bagan Mazdur Union,, 
which was the first trade union of teh 
workers in Dooars. There were other 
Jotedars like Sukra Oraon of Kranti, who 
became an active supporter of the CPI’s 
Krishak Samity, and Charwa Oraon of 
Saongaon. Das Gupta must also be aware 
that Kitna Oraon of Mathachulkua, one of 
the three Adivasi yoiedsra he has named who 
opposed the movement, was ostracised by 
his community for helping the police in iden¬ 
tifying some communist leaders. Even his 
son, Sukra, and his daughter-in-law left his 
hosue to join the movement. 

At the same time, these instances, and 
many more, do not imply that Adivasi 
Jotedars as a group supported the movement 
just as the instances quoted by Das Gupta 
do not prove that, as a group, they opposed 
the movement. I have never stated that all 
Adivasi yoteefars supported the movement as 
Das Gupta tries to impute to me, though 1 
hold that some of the Adivasi Jotedars did 
support the movement eventhough it went 
against their class interests. I shall try and 
explain later why this happened. 

The above mentioned features of the 
movement should have provoked a deeper 
study, taking in account the sociological 
aspects of agrarian relations and inter-ethnic 
relations. What we have instead, is a 
chronological sequence of events which, 
taken out of the sociological context, fail 
to adequately explain the nature of the 
movement. 

Agrarian relations in Dooars 

Dooars is the tea growing area of 
Jalpaiguri district. It lies in the plains of the 
Bhutan hills and it was a part of Bhutan till 
it was annexed by the British in 1864. The 
tea industry was started here in 1874 and 
almost the entire labour force employed 
is drawn from tribal communities of 
Chotanagpur in Bihar. 

Soon after the inception of the tea 
industry in Dooars the Adivasi plantation 
labour began settling in the agricultural 
areas in the vicinity of the tea plantations. 
Workers after retiring from the plantations 
would invariably settle in agricultural work. 
The lure for land is strong among Adivasis 
and often they would take to cultivation even 
before retirement. J F Gruning, author of 
the district gazetteer, observed that “Many 
tea garden coolies after working for a time 
and saving a little money settle down per¬ 
manently in the district. Oraons are hard¬ 
working and make excdlent cultivators; they 
are good settlers, giving little trouble and 
paying their rent regularly!’^ 

There were basically three types of land 
in Jalpaiguri during the British period. 
These were tea-grant land, which was divid¬ 
ed into 180 grants of temporarily settled 
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estates and which were primarily meant for 
tea cultivation. Secondly forest land, com* 
prising reserved forests. The third category 
was agricultural land which was divided in* 
to five government estates (tehsih), three of 
which (Mainaguri, Falakata and Alipur) 
were in Dooars. The tehsils were divided in¬ 
to lots (known asjotes) and were leased out. 
The lessees were known as Joledars* 

The Hrst comprehensive settlement of 
agricultural land in Dooars was done in 1895 
by DHE Sunder. Lands which were not in 
possession at that time were regulated by the 
Waste Lands Manual. Asok Mitra, author 
of the 1951 district census handbook, noted 
that under this manual, government found 
it convenient to lease out large tracts of waste 
land to a few lessees. As a result, "inevitably 
all arable land... in the district has been 
cornered by a handful of Jotedars’.'* 

The joiedars were mainly Rajbanshi (an 
autochthonous community), Bengali Hindus 
and Mu.slims.‘ Before the Adivasis migrated 
to Dooars (i e, 1874), the main communities 
inhabiting the area were Rajbanshi, Koch, 
Mrch, Garo, Bhutia and the Muslims. 
Rajbanshi and Muslims were the main 
cultivators and they had emigrated from 
Cooch Behar, Rangpur, Dinajpur and 
Purnea because of “the easy terms on which 
land could be obtained"^ 

There were also jotedars among the 
Adivasis. These people were few in number 
and were mainly the Sardars or their descen¬ 
dants. Sardars were gangleaders in the tea 
plantations and they were .Jso engaged in 
recruiting new workers for which they got 
a fee. In addition, worker* .-ecruited by a 
Sardar were put under his charge and he got 
a small part of their wage as a commission. 
These people were therefore in a position to 
amass some wealth which they could invest 
in purchasing yores. Sunder mentioned that 
"Many Oraons of Ranchi district may be 
found in Mainaguri, Falakata and Alipur 
tehsils, where they have settled permanently 
as jotedars".^ 

Apart from the few jotedars, Adivasis 
were rarely able to cultivate land under their 
own possession as there was very little scope 
to do so. The government insisted on distri¬ 
buting large tracts of land, which most 
Adivasis could not afford to lease. More¬ 
over, by the beginning of the century, 
practically all cultivable land in Dooars was 
leased out. Gruning noted in 1911 that 
almost all available land in Mainaguri tehsil 
“has been Hlled up rapidly and there is very 
little land left for new settlers".’ Hence, in 
most cases the Adivasis became an adhiar 
to one of the Jotedars. 3 A Milligan, Settle¬ 
ment Officer for the 1906-16 land settlement 
in Dooars, noted that in 1910, tribal adhiars 
who were ex-tea garden workers cultivated 
64,281 acres oijote lands.'" This is quite a 
significant amount as the total area culti¬ 
vated by adhiars during that settlement was 
148,602.84 acres." 

liw adhiars had no security of tenure on 


the lands that were sub-let to them. The first 
reference to the adhiari question was made 
by Becket in his settlement report of 1870 
which covered only parts of Dooars. tfe 
noted that only those occupants who paid 
their rents in cash could be regarded as 
tenants and be given occupancy rights. These 
were (a) the Jotedars, who paid their rent in 
cash to the government, and (b) chukmidars, 
who held land under yotetfan but paid their 
rents in cash. Since adhlofs paid rents in kind 
they could not be regarded as tenants, nor 
was it necessary to grant them protection.'^ 
Fifteen years later. Sunder leferr^ to adhiars 
as tenants with no rights. 

Milligan tried to point out the injustice 
of this system in his settlement report. He 
pointed out that though Notification No 964 
TR of November 5,1898 gave tenancy rights 
to adhiars provided they occupied a piece 
of land for twelve years or more,'’ in 
reality, no leases were granted to the 
adhiars.'^ He therefore found that the posi¬ 
tion of adhiars at the time of his settlement 
was almost the same as in 1864.'" In some 
ways the situation was worse. The Jotedars 
were afraid that their adhiars could get 
occupancy rights if they remained on the 
same plot of land, so they kept shifting them 
from plot to plot.'^ At the same time, 
Milligan noted that there was “the almost 
disappearance of the lower grades of cash¬ 
paying tenants (i e, chukanidars) because 
Jotedars were forcibly converting them into 
adhiars.'^ 

The government later did try and grant 
some occupancy rights to adhiars but, as 
Asok Mitra observed, “such a system, based 
essentially on private oppression which the 
long arm of law cannot reach by virtue of 
limitations imposed by itself, is liable to slide 
back unless held in check!’'’ The adhiars 
were unable to impose any such check 
because they were unorganised and thus 
unable to protect their interests. Mitra also 
criticised theyoredari system because it had 
contributed to the backwardness of agri¬ 
culture in the region. He wrote that “this 
system has amounted to an enormous con¬ 
centration of land and agricultural wealth 
in the hands of a very few landlords, some 
of whom of outwardly mean appearance, are 
fabulously rich... In spite of enormous 
concentration of wealth in his hands the 
Jotedar has signally failed. He does not 
spend enough to improve his land or obtain 
improved seeds and manures or in acquir¬ 
ing machinery for improved cultivation, so 
that the land may yield more prosperity. 
Indeed he parcels out almost all that he has 
to adhiars or agricultural serfs, who hold 
from him for a share of the crop which is 
often undefined”^ 

The Jotedari system resulted not only in 
the backwardness of agriculture but also in 
the improvement of the adhiars^ Mitra’s 
observations show that t!bK Jotedars showed 
no inclination towards improvement in 
agricultural practices. Their adhiars too were 


rarely able to invest in in^novement of their 
lands because they lived in penury. Sunder 
observed in 1895 that the adhiars were in a 
chronic state of debt.^! This situation 
remained unaltered in the 1940s as my 
interview with former adhiars revealed. ’The 
impoverishment of adhiars was partly a 
result of low returns from agriculture due 
to lack of inputs and munly due to the pro¬ 
gressively increasing demands of the Jotedars 
on the adhiars' harvest. Most Jotedars had 
no qualms about exploiting their adhiars 
and keeping them pauperised. Some of these 
exploitative techniques, recalled former 
adhiars, tea garden workers andcommunist 
activists through interviews and discussions, 
are noted beiow. 

On entering a yore, the adhiar was given 
an advance of 12 maunds (around 5 quin¬ 
tals) of grain by the Jotedar, which was 
known as nahara. The Jotedar charged an 
interest on nahara which was 50 per cent or 
mote per annum. Many Jotedars made 
acceptance of nahara one of the conditions 
while taking new adhiars, even if the adhiar 
did not need it. Hence, the Jotedar was 
assured of 6 maunds or more of grain in 
addition to half of the adhiar's crop. The 
Jotedar would also give further advances of 
grain or seed whenever the adhiar needed it. 
This is known as bhuta and the rate of 
interest was the same as that on nahara. If 
the adhiar needed drought animals the 
jotedar would loan them to him at 6 maunds 
of paddy for a pair of bullocks and 12 
maunds for a pair of buffaloes. This loan 
was called pana.^ For paying these loans 
the adhiar would have to part with three- 
fourths of his crop, if not his entire crop, 
to the Jotedar and would have to seek fur¬ 
ther loans from him. 

In addition to this, adhigrs were burdened 
by a number of levies imposed by the Jotedar 
to cover almost any expenditure incurred by 
him. Adhiars had to pay levy known as 
sepahi posha, for the maintenance of the 
Jotedar’s gumrds. If a Jotedar. organised a 
religious gathering (hari sabha) where devo¬ 
tional songs were sung, he recorered its costs 
by imposing a levy. Sotpe Jotedars even col¬ 
lected a levy, known as maiya pom, for 
educating their daughters. Levies were also 
collected for maintenance of the Jotedar's 
horses and elephants, known as ghom ban- 
dha and hathi bandha, respectively. The 
cultivators had to pay a particulariy h^ toll 
for these elephants because in addition to 
the levy, the Jotedars allowed these animals 
to roam freejy in the fields, consuming and 
destroying the standing crop. 

At the same time, rdations between tite 
A&yaai Jotedars and their adhiars were not 
as antagonistic as one would expect Inter¬ 
views with a nbmber of Adivasis, some of 
whom had been adhiars under Adivui 
Jotedars, revealed that the AtUvasi Jotedars 
normally did not charge interest on naham 
or Mum and levies were almost.iKm-aistent. 
Some of the Adivasl tttjotedars or their 




children, when asked about this matter, 
explained that interest was not charged 
because they (viz, Adivasi jotedars and 
adhiars) belonged to the same community. 

It should also be mentioned here that those 
Adivasi Jotedars who supported the Ikbhaga 
movement, peacefully settled the demands 
by granting two-thirds of the harvest to their 
adhiars. 

Relations between aoivasis and 
OTHER Communities 
The different nature of relations between 
Adivasi and non-Adivasi yoredars with their 
adhiars was not simply because the Adivasi 
Jotedars and their adhiars belonged to the 
same community. It is true that there is 
greater social interaction within tribal com¬ 
munities because they are not rigidly strati¬ 
fied, hence the community feeling is likely 
to be stronger among them. However, these 
ties were further strengthened because 
Adivasis in general whether yoreefor, adhiar 
or worker, were unable to integrate with the 
local communities due to problems regar¬ 
ding status. 

The Adivasis were ascribed a low social 
status because they were immigrants and 
were regarded as outsiders. They were also 
regarded as a source of cheap labour, 
whether in tea gardens or in agriculture. In 
tea gardens, Adivasi workers were paid a low 
wage and their living and working condi¬ 
tions were sub-human and^ as adhiars, they 
were no better. Poverty and exploitation 
seemed to be inseparable allies of this 
community, from Chotanagpur to the tea 
districts. Hence, the roots of this problem 
regardihg social status can be traced in their 
economic status of being the perennial 
source of cheap labour. This form of social 
discrimination helped unite Adivasis, 
irrespective ol social or economic divisions, 
as an ethnic group. 

The Rajbanshis may have been more keen 
to maintain social distance with the Adivasis, 
especialy after the second decade of this cen¬ 
tury. At this time a social movement was 
initiated among this community for accep 
tance of Kshatriya (caste Hindu) status.** 
This movement found a large base in 
Jalpaiguri district and the feudatary state of 
Cooch Behar. By participating in this move¬ 
ment, the adhiars in this community were 
separated from the Adivasis. Since Rajbanshis 
were striving for a higher status in the Hindu 
caste hierarchy, they wduld not like to 
associate with other communities who, by 
definition, were socially inferior. This also 
accounts for the non-participation of the 
Rajbanshis in the Tkbhaga movement in 
Dooars. in districts such as Dinajpur and 
Rangpur, where the Kshatriya movement 
had a lesser impact, we find that Rajbanshis 
willingly participated in the Tebhaga 
movement. 

Orcanisations of the Movement 
The adhiars of ajoledar lived together in 
settlements known as bustees. The Jotedar 


was keen to tie his adhiar to his land and 
also establish his hegemony over him. It was 
therefore necessary for him to remain near 
his 'subjects' and so he built his house near¬ 
by. In most of these bustees the Jotedar’s 
house lay in the middle; surrounded by the 
houses of his adhiars. .His house could be 
easily identfied from the rest because it was 
made of wood and had roofs of iron or tin. 
The houses of the others were of mud with 
thatch roofs. Many of these bustees lay on 
the fringe of the tea gardens because the 
Adivasi adhiars prefered to live near their 
community or kinsfolk in these gardens. 
Moreover, most jotes were adjacent to tea 
grant land. 

These bustees became the operational cen¬ 
tres of the movement. Some of these were 
‘captured’ by the participants and the 
Jotedars were evicted from their homes. The 
bustees were then declared as ‘red* (denoting 
communist) areas. Adivasi workers and 
peasants gathcicd in these red bustees and 
lived there during the course of the 
movement. 

Certain regulations were imposed on these 
bustees by the participants. All food was 
cooked in community kitchens and was con¬ 
sumed in a common eating place. Consump¬ 
tion of liqyor was strictly prohibited and 
anyone found intoxicated was ostracised. 
Marriage or cohabitation was not allowed 
without the permission of the community. 
Any outsider wanting to enter a red bustee 
had to produce a red card as identification. 
Hence, a strong sense of community solidarity 
was established along with strict discipline. 

These regulations were developed by the 
Adivasis themselves and the non-tribal com¬ 
munist oiganisers had no hand in them. At 
times even these organisers had difficulty in 
entering these bustees if they could not pro¬ 
duce their red cards One can find similari¬ 
ties with the nouns evolved by the Adivasis 
during the Icbhaga movement and those in 
the earlier movements among Chotanagpur 
tribals, such as the Kol insurrection of 1833 
and the rebellion led by Birsa Munda in 
1889-1901.*'* In both these movements, 
community living and dining, abstainance 
from liquor and regulation of marriage or 
corhabitation, were inforce among the tribal 
participants. These common features in the 
earlier tribal movements and the Tebhaga 
movement in Dooars indicate that the 
organisational structure of the movement 
was evolved by the Adivasis themselves. The 
communists initiated the movemen and 
popularised its broad objectives but the 
operation of the movement at the grassroot 
level was dominated by the Adivasis. This 
is another reason why the Tebhaga move¬ 
ment here remained an Adivasi dominated 
movement. An organisational structure 
which had distinct Adivasi characteristics 
would tend to exclude other communities. 
It would also tend to include all sections of 
the Adivasis on the basis of tribal solidarity 
and this is why not only did the Adivasi tea 
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garden workers participate in the movement, i 
but even some of the A^vasi Jotedars sup- | 
ported it. This basis developed because the. f-; 
Adivasis, irrespective of their class affilia¬ 
tions, belonged to a distinct social group 
which was discriminated against by the other 
communities. 

eihnictty and Class Formation 

The Tebhaga movement in Dooars was 
different from the movement in other parts 
of Bengal because of its predominant ethnic 
factor and because of the participation of .. 
different classes. It became more of a move¬ 
ment for tribal solidarity with a multi-class 
basis. At the same time, it contributed to 
changing relations between Jotedars and 
adhiars, it helped infuse a degree of integra¬ 
tion among the different Chotanagpur tribes 
and, it could be regarded as the foundation 
of the tea garden workers’ trade union move¬ 
ment. The workers were participating in an 
organised and sustained mass movement for 
the first time. This lesson in united action 
was carried over to the tea gardens where the 
Zilla Cha Bagan Mazdur Union helped them , 
organise struggles against oppression of the 
planters. 

In analysing the implications of the 
Ibbhaga movement, the role and nature of 
ethnicity in the class struggle has to be taken 
into account. The weakness of Das Gupta’s 
analysis lies in the fact that he has prefered 
to ignore this aspect. While describing the 
Tebhaga movement in Dooars he comments 
(p PE-48) that “Here one witnessed not only 
something unprecedented in the history of 
popular movements in Jalpaiguri but also 
one of the rare instances of close interaction 
in the sphere of action between peasants, 
workers and tribals in the history of popular 
movements in India” (emphasis mine). This 
would imply that there were three partici¬ 
pant groups, namely, non-tribal peasants, 
non-tribal workers and tribals. Whereas, in 
reality there were two main groups, tribal 
peasants and tribal workers. At another 
place, in his concluding remarks, he notes 
that during the period" 194.S-47 Jalpaiguri 
district witnessed “an upsurge in multi¬ 
ethnic, multi-community and multi-iribc— 
Rajbanshi, Muslim, Oraons, Mundas, 
Santhals, Nepali, Rabhas, Meches, etc— 
united popular movements” (p PL-49). The 
Meeh and Rabha, two autochthonous tribes, 
did not take part in any mass upsurge and 
even Das Gupta’s article does not mention 
any instance. Rajbanshis, Muslims, Oraons, 
Mundas and Santhals did participate in the 
Tebhaga movement but in different areas. 
The last three named are Adivasis and their 
movement was in Dooars whereas the 
Rajbanshis and Muslims participated in the 
movement in Debiganj, Pochagarh- and 
Boda police station areas which are not in 
Dooars. As mentioned earlier, the Tebhaga 
movement in Dooars started at a time when 
the movement was losing its momentum in 
other parts of the province. The communist 
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peasant organisers m Oooars came there 
only after the movement had practically 
ended in the above mentioned other areas 
Hence there was no possibility of united up¬ 
surge because the movements differed in 
time and space 

Das Gupta’s conclusions, 1 teel, result 
from his real to prove that the toiling masses 
in Jalpaiguri district had entered a glorious 
stage of the revolutionary struggle where 
class alliances cut across ethnic ties One 
would be only too glad if such a thing 
actually did happen, but the objective con 
ditions during fins period show that this was 
not possible A ’multi ethnic, multi 
community and multi tribe’ upsurge would 
presume that the notion of class con 
ciousness was fairlv developed among these 
masses In the given circumstances, the only 
organisation which could have helped spiead 
class consciousness was the Communist 
Party of India (ommumst organisers 
started their activities among the workers 
and peasants in Dooars only in 1946 The 
Tebhaga movement started in I ebruary 1947 
Given the constraints laced by the com 
munists in their activities, from the planters 
and the colonial goveininent, it is hardiv 
likely that these people could enthuse a spirit 
of class consciousness among the masses in 
such a short period The ethnic nature of the 
Tebhaga movement proves this contention 
correct Hence, in oiganistng such move 
ments, and, foi that matter, even while 
analysing them, the lole ol primotclial lies 
should not be ignored 

An examination of the role of pninoidial 
tics and ethnic factois in the class struggle 
IS important in countries such as India where 
a number of socio economic structures co 
exist In these cases the inriuencc ol a par 
ticular socio economic foiination can be hit 
on other socio economic toiniations In tins 
way, ethnic or caste lac tors can play an im 
portant role in dcterniining issues lelating 
to clas< even though the foimer au a result 
ol difletcnt socio economic conditions than 
the latter 

Lthnic solidaiiiv is a lesult of past tiadi 
tion and certain concrete situations in the 
present Iraditionally, m tubal societies tics 
of kinship have been strong, leading lo 
greater loyally within the group Among the 
Chotanagput tribals too, this form of 
solidarity cvislcd I urthcrmorc, ethnic pre 
jiidiycs displayed bv other communities 
boc lusc ol nasons already discussed, tended 
lo insulate the Adivasis Irom the otheis Igor 
kohn, a Vwtet ethnographer has diawn 
attention to this aspect of c*lhnic prejudices 
He obstives that if ethnic groups irt 
discrniiiiiated against thev mav cl j lav 
grcatci cohesion than big natn ns I ccausc 
the discriiniiiation itself c< outages this 
cohesion " These are som the complex 
factois associated with ii im.ity ami class 
foimatiun and it is lUccssats to investigate 
them and analyst then rede in the class 
struggle 


Viewed in this background, the Ibbhaga 
movement can be analysed as a spontaneous 
protest against the state of existence of the 
Adivasis. Through this movement the adhiars 
were protesting against the oppression of the 
jotedars, workers against the exploitation of 
(he plantets and some of the Adivasiyottdicr/s 
supported them because of groups loyalties 
1 he common bond was that they were all 
Adivasis In this sense, the ethnic factor 
helped in the struggle for social justice 
This, however, is not a general rule 
because distinctions have to be made bet 
ween the actual nature of ethnic movements 
For instance, the Kshatriya movement of the 
Rajbanshis was also ethnic movement but 
of a different nature While the Adivasis 
sought to challenge the existing social 
system, the Rajbanshis sought to accept the 
system and tried lo ensure for themselves a 
better status in the existing caste hierarchy 
A movement of this sort can run contrary 
to class struggle Consequently, Rajbanshi 
adhiars did not join forces with Adivasi 
adhiars even when the stated objectives of 
Tebhaga would benelit them as well 
In movements such as the Tebhaga move¬ 
ment in Dooars. ethnicity prov des the basts 
ol a coalition of forces for protesting against 
a given oppressive social order This will also 
imply that the ethnic factor can, at a point 
ol time, help in iinitymg a socially oppress 
ed giuup in its struggle Howevei, if the 
multi structtiial nature ot the milieu is 
overlooked and the ethnic factor is allowed 
to be sustained, thceby becoming an end in 
itseli. It can negate class tormatiun In such 
■5 situation the piobiems ot class become 
sustained ethnic problems and hence, instead 
ot unity ing a group at a point of lime, so 
as to use It as a basis for class formation in 
luture, the group is organiscd<ort/v on ethnic 
basis Hence, there ts a need lor more 
exhaustive studies on the role of ethnic 
factois and then bearing on mass move 
ments beemse they can contribctc to Gass 
formation or coritiadict it, depending on the 
social and political forces opciation 
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Wamer-Hindustan 

WARNER HINDUSTAN, which fared well 
during 1985 and maintained dividend at 25 
per cent, has been performing satisfactorily 
in the current year too Its sales and profits 
in the first quarter have been higher than the 
corresponding period last year, according to 
the Chairman K H Bhabha At the annual 
general meeting, Bhabha said that the two 
new products marketed by the company, 
Warcilin and Halls Cold Rub, have been well 
received by the medical profession, trade and 
the consumer 




If you’d like to give a very special gift 
to a very special child, something 
that shows all your care and concern, 
then the Children’s Gift Growth Fund 
is everything you’ve been looking for. 
Your gift doubles in 6 years. And goes 
on to multiply 12 times over in 21 years. 

The highlights of the Scheme 

• Under this Scheme, any adult — 
parent, relative or friend— 

can give a gift to any child under IS. 
No proof of age unnecessary. 

• Your gift earns an assured 
12.S% dividend which gets 
reinvested every year. Along with 
a bonus dividend every 5 years., 

• The gift matures when the child 
reaches 21. There’s an option 

of withdrawing at 18. Until then, 
nobody—not even the parent, 
or the child — can touch the gift 
or the dividend. 

• The (ace value of cacli unit under 
the Scheme is Rs. 10. Units aie 
available at par till June 14th,'Sb. 
Applications can be made for 
multiples of ten Units. 

The minimum number ot Units 
you can apply for is lifiy. I'hcre is 
no maximum. 

Under the Finance Bill of 1986, it is 
proposed to raise the gift tax 
exemption limit to Rs. 20,000. 

Application forms are available from 
any otHce, Chief Representative or 
Agent of Unit Tnut and at all 
branches of commercial banks. 
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in a flick of an eye, in a fraction of a second, the new BBC computerised 
Load Despatch System can complete ail this: Measure power 
generated in Gujarat, Maharashtra, Madhya Pradesh and Goa. 
Compare it with the power load needed. Assess surplus or shortfall. 
Instruct the surplus State’s load despatch system to divert power 
to the deficient State.Store all this information. All it takes is just 
mini seconds. It’s a more comfortable world with the latest generation 

eiectronics from BBC. 
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Two Steps Back 

WITH the enactment of the Environment (Protection) Bill the government has 
effectively curbed the scope of action that citizen groups and individuals can take 
to ensure a clean and sale environment No indis idual or group can now move any 
court of law on Tn> offence under the Act unless a notice of 60 days has been given 
to the Central government of the offence and of the intention to make a complaint 
The court will take cognisance of the offence only it ihc complaint has been made 
b> the Central government Civil courts no longer ha\e the jurisdiction to enter 
tain any suit about action taken by the government in regard to the Act The Act 
IS undoubted!) a cutting blow to the nascent environment movement in the country 
At the same time, it is, to industry, a reassuring and tangible demonstration of 
the government s limited and pio industry perspective on environment issues 
The legislation has been enacted at a time when there has been a growing 
awareness of industry’s role in environmental degradation which has resulted in 
citizen’s actions either through legal proceedings or by bringing public pressure 
to bear on government and industry and fOKing government to take relevant steps 
for instance, in the wake of the Bhopal disaster the Maharashtra government was 
compelled ’o set up the Garg committee, after the Shnram acadent in Delhi peoples 
groups filed a suit in the Supreme Court, much earlier than either of these, in Dehra 
Dun the local population had been successfully mobilised and had moved the courts 
against the cement factory in the area Ironically, even av the Bill was being discuss 
ed in Parliament, the department of environment issued a statement expressing 
Its “deep concern’’ over the “steep rise in air pollution” in cities The statement 
refeired specitically to the report of the Central Board for Pollution Control which 
had indicated that onlv 357 of the 1 7(X) mam polluting industries in the country 
had incorporated technology to minimise pollution Less than six months ago the 
Supreme Court in a significant decision on the Shtiram case, had made geneial 
lecommendations about the need to set up environment courts evolve expert groups 
outside the government on environmental matters, etc The Act does not appear 
to have taken cognisance of any of these developments and has even chosen to 
Ignore the manner tn which industry has consistently attempted to disclaim all 
responsibility lor the environmental damage it is udusing 

Fhe Act provides for stnngent measures to be taken against oflendets But lollowmg 
every such provision is another which, m effect, nullifies it for instance the Act states 
that where an oftence is committed by a company or a government department every 
person who was present at the time, was directly in charge and was responsible to the 
company, as well as the company, shall be deemed guiltv and will be liable to be 
punished 1 hat is it fixes criminal liability on the directors or heads of departments 
as the case m ty be However, this is followed immediately by the statement that 
if the person concerned can prove ‘ that the offence was committed without his 
knowledge or that he exercised all due diligence to prevent the commission of such 
offence” then the offender is not liable to be proceeded against In the Shnram 
case the Supreme Court had made a deteimined effort to establish a link between 
the owners ol the offending unit and the offence The Acl thus aids industry’s usual 
tactic ot shirking responsibility and making a scapegoat of low placed employees 
The Act confers on the Central government the power to take all measures 
necessary lor piotecting and improving the cjuality of the environment and for con 
trolling environmental pollution These include the laving down ot standards for 
the emission ol pollutants, prescribing safety procedures, restricting industries to 
specified locations, establishment or recognition of environmental laboratories, and 
so on There arc any number of standards dealing with the emission of pollutants 
or safety procedures and a number of states/urban municipalities have formulated 
location norms for industries Until these are put together in a comprehensive 
manner, implementing this part of the Act uniformly would be impossible 
The Act has empowered the Central government to appoint officers or constitute 
an authority for implementing the Act This ts a very important pros ision because 
unless such an authority is constituted, there will be the inevitable problems of 
dealing with several government departments on a single issue Until this step is 
taken by the government the legislation can hardly be useful 
The Mt does make the contravention of its provisions a punishable offence vuh 
imprisonment of five years m the first instance or a fine upio Rs one lakh or both 
and an additional Rs 5,000 for every day of continuing violation If the contravention 
has continued for more than a year after the conviction, then the offender is liable 
to upto seven years’ imprisonment In other words once the culprit has been iden 
lifted and his offence established beyond doubt, the Act provides for stringent 
punishment But the problem is that the legislation leaves enough loopholes for 
thE culprits to get away 


Politics 

Subversive (Compromise 


THE denouement ot the Tnpathi episode 
has been genetally seen as a case of abject 
submission on the part oi a venerable old 
man to the upstart young ‘managers' of the 
Congrcss(l) Kamalapatji’s undeniable 
humiliation notwithstanding, this affair has 
really served even more to expose the 
vulnerability of the power centre around 
Rajiv Gandhi Ihis is so for at least two 
reasons, first, if Pranab Mukherji has 
deserved to be summarily expelled for voic 
ing certain critical opinions about the 
Congress(I) leadership and its policies in a 
Bombay periodical, then Thpathi’s culpability 
should be rated even higher as his letter to 
Rajiv Gandhi, subsequently carried by 
newspapers all over the country, was even 
mote forthright in its aiticism of the present 
leadership. If, however, IVipathi’s plea that 
the letter was leaked to the press by others 
without his knowledge and consent be 
accepted, the damage caused by it, its sharp 
tone of accusation against the supreme 
leadei and the implicit admission that the 
document had been made accessible to a 
wide circle and so on, amounted to nothing 
less than lae-majeste in terms of the con¬ 
temporary palace culture. Secondly, despite 
all his apparent penitence, IVipathi has not 
withdrawn any of the charges levelled by 
him—he has merely expressed satisfaction 
about his long talk with the Boss. 

There is no reason to think that Rajiv 
Gandhi and his coterie have really overlool^ 
the full meaning of the old man’s tantrums. 
The »udden resurrection of the politically 
mummified Jagjivan Ram from the vaults 
of history to be installed at the head of a 
panel of the National Integration Council, 
another equally sudden impulse, may not be 
something totally unconnected with the 
Tfipathi affair. All this may have been 
thought out as a trick to produce some 
historical monument to connect the upstart 
Doon boys with the ‘pre-historic’ freedom 
movement Rinditji and Babuji both belong 
to the same age group; if one was Indiraji’s 
chief aide during the split creating the Con- 
gress(I), the other had played the same role 
about a decade ago during Indira Gandhi’s 
first splitting exercise. Further, if IVipathi 
headed the Brahmin lobby in the Hindi.- 
Hindu heartland. Ram could be associated 
with the other end of the present power axis 
of the Congress(i), namely, the Dalits. 

But, ultimately the young knights of Rajiv 
Gandhi's Round Ihble seem to have lost heart 
and decided to desist from a showdown, 
possibly for a number of reasons. First, 
within the ‘Brahmin-Hanjan’ axis behind 
the Congressd). in the reckoning of the 
leadership, the Brahmin element must surely 
have been regarded as more equal than the 
Harijan element. Secondly, though both of 
them are old men, the public image of 
Panditji is much more workmanlike than 
Babuji’s, who has been too sick for a long 
tipte for even demonstrative purposes. The 


steadfast loyalty of the former to tne Indira 
Gandhi would always provide a sharp con¬ 
trast to the crafty manoeuvres of the latter. 
Finally, apart from a certain weakness for 
wanting people to touch his venerable feet, 
TVipathiji IS untouched by anything seriously 
scandalous, which can hardly be said about 
Oabuji On 'Iripathi's part, he was clearly 
averse to the otherwise inevitable trade-off 
between his son's immediate loss of the UP 
ministerial berth and some uncertain future 
gams at the head of a rag-tag rebel army 
Whatever be the factors that have pro¬ 
mpted both sides to agree on the modalities 
of a compiomise, its net outcome is 
somewhat subversive for the present Con- 
giess(I) power sttucture. It has served to 
minimise to a certain extent the sense of 
criminality so long associated with a 
rebellion in the Congress(I) against the 
ruling family 

Government Borromng 


Costly Generosity 


GOVERNMENT of India has recently 
raised its first tranche of loans for 1986-87. 
1 he interest rates offered on these loans in¬ 
dicate that the government has decided to 
further push up the level of interest on its 
borrowings. This is presumably in response 
to the recommendations of the Sukhamoy 
Chakravarty Committee. The Committee, it 
will be recalled, has recommended that in¬ 
terest rates on government bonds of IS-year 
maturity should be 2 percentage points 
above the expected long-term inflation rate. 

In respect of the recently-announced 
loans, the longest maturity bonds (of 20 
years) carry a coupon rate of 11.5 per cent. 
In 1985-86 the rate of ll.S per cent was ap¬ 
plied to 30-year maturity bonds. Using the 
usual formula adopted for determining in¬ 
terest rates on government bonds, the offer 
of 11.5 per cent on 20-year bonds this year 
would imply that if the government were to 
float 30-year bonds now the interest rate ap¬ 
plicable would be 12.5 per cent. It is in¬ 
teresting to recall that the interest rate on 
30-year government bonds was 6.5 per cent 
in 1977-78. Thus the level of interest rates 
on government debt has nearly doubled over 
less than a decade. 

The Chakravarty Committee sets great 
store by the real yield on government 
secunties being positive. As mentioned 
above, on long-term bonds it wants the real 
yield to be 2 percentage points above the 
expected long-term inflation rate One might 
thus infer that the government and the 
Reserve Bank assume the long-term infla¬ 
tion rate to be around 9 per cent, which 
would appear to be somewhat higher than 
that in the last few years. TVue the com¬ 
pound annual rate of rise in the wholesale 
price indec between 1970-71 and 1984-85 was 
around 9.1 per cent. But, more recently, bet¬ 
ween 1980-81 and 198445 it has been around 
7.1 per cent. It would not be unreasonable, 
therefore, to infer that the government 
expects an acceleration of the rate of infla¬ 


tion over the level of the last few years. 

Since the market for government bonds 
is a captive and managed one, the case for 
successive increases in interest rates on 
government bonds is fu from clear. The 
only rationale that could be advanced is that 
banks and other institutions mobilising the 
savings of the community must be enabled 
to offer a reasonable reward to the ultimate 
savers. This need not, however, imply that 
interest rates on government bonds have 
necessarily to reflect market-related rates. On 
the basis of their current deposit rates, the 
weighted average cost of deposits to banks 
IS esbmated to be in the range of 8 to 8.5 
per cent. Given the interest rate structure on 
advances of banks, banks should be ex¬ 
pected to be in a position to recover thdr 
admimstrative costs and earn a reasonable 
return on their ‘own’ funds from their ad¬ 
vances. Hence, with the current level of in¬ 
terest rates on deposits, there is no strong 
reason why the government bond rate needs 
to be higher than 9 per cent. 

On the other hand, the continuous raising 
of bond rates reflects a cavalier attitude to 
the problem of servicing of government 
debt. The net borrowing of the Central 
government is expected to go up from 
Rs 5,100 crore in 1985-86 to Rs 5,300 crore 
m 1986-87, whereas interest payment on the 
government’s internal debt (excluding small 
savings, provident funds, etc) is estimated to 
rise sharply from Rs 3,856 crore in 1985-86 
to Rs 4,795 crore in 1986-87. In other words, 
the net addition to government funds from 
market borrowings would dMline sharply 
from Rs 1,244 crore m 1985-86 to Rs 555 
crore in 1986-87. At rate at which the govern¬ 
ment’s interest burden is increasing, the con¬ 
tribution of government borrowing to the 
government’s budgetary resources would 
soon become Negative, as the older low- 
interest-bearing debt is progressively retired 
on maturity 

There is also the question of the mismatch 
between the cost of funds raised through 
market borrowings and the rate of return 
from the assets created through use of these 
funds. So long as much of the government’s 
investment is for the purpose of creating 
social infrastructure, including roads, educa¬ 
tion. social services, agriculture; etc, the 
funds for such programmes should be either 
cost-free (raised in the form of taxes) or low- 
cost (borrowing at low interest rates). 
Otherwise, Ihe mounting interest burden 
would eat away a growing proportion of the 
cost-free funds (taxes and other revenues) 
thereby impairing the government’s ability 
to finance essential investment in the 
economy. 

Pharmaceuticals 


Open Hatch 


MEDICAL products made in the US which 
have not been approved for use in the US 
may now be allow^ to be exported to other 
countries, if the Hatch Bin which has 
recently been passed by the US Senate by an 
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(h«rwh^ing 91 votes to 7 bec(MRMs law So 
fto a Federal Law which has beea in fonst 
for fifty years has prohibited the export of 
most drugs manufiictured ui the US unless 
the FDA has granted its Hoal approval. 

According to the latest UN dirwtory of 
banned products, the FDA has specifically 
prohibit^ the export’of 35 products which 
have been withdrawn from the US market 
because they had been found to be hazar¬ 
dous to health. Although the Hatch Bill does 
not permit the export of drugs which have 
been disapproved by the FDA, there are a 
large number of products which are, at any 
point of time, seeking FDA approval It is 
these products, which have not even under¬ 
gone a preliminary scrutiny by US drugs 
control authorities, which will be allowed to 
be sold abroad The Bill has, however, stipu¬ 
lated that the export of these drugs will be 
allowed only to those countries where the 
regulatory and drug enforcement procedures 
are considered “adequate” These include 
Britain, and other countries of western 
Europe, Japan, Australia and New Zealand 
Critics have pointed out that even if the drug 
approval procedures in these countries are 
as stnngent as those in the US, there is no 
guarantee that these unsafe medicines will 
not be re exported to third world countries, 
most of which have only rudimentary/ 
notional drug control procedures 

Even in the unlikely situation of the re 
export being banned, the potential hazards 
of the proliferation of unapproved drugs in 
VVestern countries has already been felt in 
Britain A drug used to treat arthritis which 
had not been approved by the US FDA has 
been implicated in the death of at least IS 
people there in 1983 Another arthritis drug 
without the FDA seal was withdrawn that 
year after seven patients died These drugs 
had been imported to Britain from European 
manufacturing units of US companies, thus 
circumventing the existing US legislation 

The Hatch Bill has been in the pipeline 
for quite some time now it was introduced 
■n the Senate by Senator Orrin Hatch and 
IS supported by the Reagan administration 
and the drug industry and also by liberal 
senators like Edward Kennedy who has 
played a leading role in lobbying for the Bill 
It has attraaed vehement protests from 
abroad—from drug consumer groups in the 
third world, from medical authorities as welt 
as from 52 members of the European Farlia- 
ment Hatch and others contend that the Bill 
if approved and implemented would be 
mstrumental in creating 8,000 to 10,000 new 
jobs in the US Export of these unscrutmised 
medicines, the pro-foil lobby reckons, would 
fetch the US an additional $ 500 million in 
export earnings Interestingly, however, the 
International Chemical Workers’ Union, the 
largest union of pharmaceutical workers in 
the US, has uncompromisingly opposed the 
foil 

There » no denyhig the fact that the US 
FDA is one of the best developed drug 
regulatory systems in the world The stnn¬ 
gent criteria that it has evudved have not been 
established overnight but by d long process 
id vfoicb Mkmdl medical etdDion and con¬ 


sumer groups have played a part It is for 
the most pint sensitive to the opinion of 
health care consumers despite the fact the 
drug lobby has often brought enormous 
pressure to bear on it It has gone so far as 
to set up a pubhc inquiry on a controversial 
drug such as Depo Proven The Hatch Bill 
will considerably undermine its authority 
and the drug lobby will no doubt follow up 
this move with other measures to delimit the 
jurisdiction of the FDA. 

Given the fact that 90 per cent of the pro¬ 
duction of and trade in drugs is controlled 
by MNCs many of which are US-based, it 
IS of course in the interest of third world 
drug consumers as well as the growing drug 
consumer movement to oppose the Hatch 
Bill and other attempts to curb or dilute the 
US regulatory mechanism This cannot, 
however, be a solution to the problem ol the 
proliferation of unwanted, irrelevant and 
often hazardous me too drugs in third world 
countries Unless third world countries 
create adequate regulatory measures, it is 
likely that drugs that are yet to be approved 
in the US may not only be re-exported to 
these countries but may even begin to be 
manufactured there Moreover, third world 
countries have no control over measures 
necessary to effectively curb the re-export of 
unapproved drugs from European and other 
countnes In other words, third world coun 
tries will have to rely on the grace of these 
European countries—many of which are 
also home bases for MNCs—to curb the 
re-export 

Even a country like India which is more 
self-sufficient in pharmaceutical products 
than most other third world countries and 
has the technological capability to become 
folly so, has done little to strengthen its drug 
regulatory system despite severe criticism by 
eminent panels and cbmmittees like the 
Hathi Committee The drug lobby has 
always found it convenient to put the blame 
on the drug control authority for all the 
trials and tribulations of drug consumers— 
and these have ranged from being con¬ 
fronted by a vast array of formulations to 
the continued availability of hazardous and 
banned drugs and the scarcity of essential 
medicines With the kind of changes in drug 
legislation being envisaged in the US. the 
need to streamline and strengthen the drug 
control mechanisms here and to give it more 
authority, takes on added urgency 


Sri Lanka 


Tsmards a Dead-End? 


THE Government of India’s high-profile 
diplomacy on the Sn Lanka Ihrairs issue is 
in danger of arriving at a dead end The 
reason fat this is not the Sri Lanka govern¬ 
ment’s continuing attempts to subdue the 
'Bnnils by force of arms. Nor can it be mam- 
tained any hmger that the Sri Lanka govern¬ 
ment is not coming fonrard with proposals 
on which negotiationi eouM mice place, 
lewfoif tt> a ’political settlement* 


The proposals for devolution of political 
and administrative powers to the provinces 
within a federal set up which were presented 
by the Sn Lankan Foreign Minister to the 
Indian Prime Miraster in New Delhi in Apnl 
seem to come close enough to what the 
Government of India has been insisting 
upon as the basis for negotiations between 
the Sn lanka government and the Ihmils 
Subsequently, an Indian delegation led by 
Union Minister of State P Chidambaram 
had extensive discussions in Colombo spread 
over four days on these proposals What 
ti)en IS standing in the way of initiation ot 
substantive discussions between the Sn 
Lanka government and the Tamils'’ 

The answer is perhaps that it is not at all 
clear who is to do the negotiating on behalt 
of the Ikmils The Government of India has 
been pursuing the objective of manoeuvring 
the TULF into the position ot representing 
the Thmils However, the fact is that the 
TULF politicians have lost all credibility as 
spokesmen on behalf of the Thmils The 
'bmil militant groups who have been flgbtmg 
with the Sn I aiika army and who, as the 
recent Sn I anka army offensive quite con¬ 
clusively demonstrated hold more or less 
complete sway in Jaffna, are certainly not 
prepared to let the TUI F negotiate a settle 
ment with the Sn Lanka government The 
Government of India did to begin with pro 
vide significant material support, training 
facilities, etc, to the militant groups, but its 
objective throughout has been to use these 
groups to put pressure on the Sn I.anka 
government and make it agree to a political 
and constitutional settlement acceptable to 
the TULF After the abortive exercise of the 
Thimphu talks last year—in the course of 
which the Government of India’s impatience 
with the militant groups came quite into the 
open—tnere has been little attempt on the 
part of the government to involve the 
militants in the process ot arriving at a basis 
for the initiation of negotiations with the Sn 
Lanka government In any case, the militant 
groups almost certainly find unacceptable 
the political and constitutional framework 
within which these exercises have been 
carried out 

So to break out of the present stalemate, 
the whi/ kids of the Indian political and 
foreign policy establishment have to find 
ways to, first, boost the stature of the TULF 
so that It can, with some degree of credibility, 
engage tn negotiations with the Sn I anka 
government, and, second, twist the arms of 
the militant groups— in particular the 
Liberation of Tigers of Himil ielam (ITT F) 
which has emerged as the most powerful of 
them—effectively enough to prevent them 
from sabotaging the process of negotiations 
by stepping up armed operations ir Sn 
Lanka Neither task is going to be easy, or 
even perhaps possible, and so the govern¬ 
ment may have no choice but to continue 
doing what it has been for many months 
now, which IS to try to mask us own inef 
fectiveness behind a flurry of diplomatic 
goings and comings, supposedly in search 
of endless clarifications and amplitications 
from the Sn Lanka government 
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Far more important, of course, is the 
question whether the national aspirations of 
the Sri Lanka Tamils can at all find fulfil¬ 
ment within a framework of deep involve¬ 
ment on the part of a foreign power, 
especially one of the Government of India's 


CONFIDENCE, they say, is a tender plant 
slow to revive once it withers. But markets 
where speculative elements predominate 
have a tremendous recuperative power. The 
sudden upsurge in equity prices witnessed 
during the last week of May is a fairly good 
illustration of this phenomenon. The stock 
market scene has indeed undergone a pro¬ 
found change, the mood of caution and 
hesitancy having given way to a feeling of 
robust confidence. After quite a few weeks 
of agonising appraisal of the emerging 
political and economic scenario, the market 
has taken a big leap forward. 

Equity prices have scored widespread 
gains which have been really impressive in 
several scrips in the list of ‘specified’ and 
‘other securities’. Equity price indices have 
now reached fairly close to their mid-April 
highs and these highs would be left way 
behind if the market were only to repeat its 
performance during the last week of May. 
Once that happens, technical analysts would 
seem well justified in taking the view that 
the market is firmly set to improve upon its 
previous all-time high recorded about the 
middle of February. Of course, there is no 
way of knowing how a particular trend will 
progress. Following the trend is another 
story. 

Perhaps even more significant than the 
sharp upswing in prices is the turn in senti¬ 
ment which, though intangible; is an impor¬ 
tant factor to reckon with in assessing the 
behaviour of prices. The change in sentiment 
is amply reflected in the marked expansion 
of the volume of business as also in public 
participation. The revival of bullish fervour, 
reminiscent of the pre-budget days, has been 
attributed to a number of factors relating to 
corporate news as well as the general news 
background. Recent reports from companies 
whose shares figure prominently in stock 
exchange dealings have been encouraging. 
All the well-managed and forward-looking 
units are going ahead with their expansion 
and diversification plans holding out the 
prospects of rights issues on favourable 
terms. Institutional buyers have been 
credited with fairly large purchases in several 
scrips and this has contributed not a little 
to the improvement in market sentiment 

; during the latter half of May. The relatively 
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political character. On the other hand, the 
Ihmil militant groups, for all their proven 
military prowess and the support they 
apparently enjoy among the Tamils, have 
nevertheless isolated themselves from the 
political processes in Sri Lanka. 


low carryforward charges settlement after 
settlement have also aided bullish fervour 
and the magic of fluctuations has come in¬ 
to play imparting self-sustained momentum 
to the rising trend in prices. 

The market also derived considerable 
comfort from the general news background 
which provided further evidence of the 
government’s earnestness about creating an 
increasingly favourable business environ¬ 
ment. The government is reported to have 
decided in principle to give amnesty to trade 
and industry for the evasion of excise and 
customs duties. The trade, industry and the 
general public have already been allowed to 
come clean under a special scheme of volun¬ 
tary disclosure in respect of direct taxes. The 
government has decided to permit 65 in¬ 
dustries including synthetic fibres, 
chemicals, drugs and engineering goods, to 
expand their production capacities to levels 
designed to ensure economies of scale. The 
list of industries is likely to be expanded in 
due course. Licensing and MRTP clearance 
for expansion to the “minimum” levels are 
being liberalised. A more liberal soft loan 
scheme for speeding up the modernisation 
programme of the textile industry is said to 
be on the cards. 

The marked improvement jn business en¬ 
vironment is amply borne out by the un¬ 
precedented boom in the capital market as 
also by the sharp rise in foreign tie-ups. 
Compared to the approvals totalling 
Rs 2,003 crore for 712 applications granted 
by (he Controller of Capital Issues in 
1984-8S, the approvals given last year 
totalled Rs 3,695 crore for 1,128 applications. 
The CCI’s o^ice consistently cleared upward 
of 100 applications every month during the 
latter half of 198S-86. The number of foreign 
collaborations by the Indian companies rose 
sharply to 1,024 in 1985 against 752 in 1984. 
The US topped the list followed by the 
Federal Republic of Germany, the UK and 
Japan. 

The stock exchange fraternity is certainly 
not unaware of the adverse factors. The 
political weather remains foggy and develop¬ 
ments in Punjab have often figured in 
market gossip^ The economic and industriid 
landscape is also dotted with many dark pat¬ 
ches. But the market is inclined to endmse 


the Hindustan Lever chief A S Ganguly’s 
assessment that in spite of the enormous 
problons—endemic unemployment, hyper¬ 
urbanisation. landless, labourers and la^ 
pockets of low agricultural productivity— 
that lie ahead, “the overall piaure is one of 
buoyancy and forward thrust”. 

Judging by the prevailing underlying sen¬ 
timent, the stock market seems determined 
to dash its way up. The timely onset of the 
south-west monsoon which has an impor¬ 
tant bearing on the agricultural prospect 
could easily provide a strong driving force. 
It bears repetition that the market’s optimism 
reflects essentially its rirm belief that Rajiv 
Gandhi’s government is keen on creating an 
increasingly favourable business environ¬ 
ment to promote accelerated industrial 
growth. 

The functioning of the stock exchanges 
over the past few years has brought into 
sharp focus their serious organisational defi¬ 
ciencies and the primitiveness of their infor¬ 
mation system and operational methods in 
coping with the volume and complexity of 
transactions arising from the rapidly grow¬ 
ing public interest in industrial equities and 
other instruments. There has been a very 
substantial increase in speculative as well as 
investment activity in the wake of a marked 
increase in the number of companies listed 
on the stock exchange and diversion of funds 
seeking deployment on the exchanges for a 
variety of reasons. The unprecedented boom 
in new issues has imparted a new dimension 
to market activity. There has indeed been a 
phenomenal increase in the number of 
shareholders over the past few years. 
Reliance Industries had to hold its last 
annual meeting at Cooperage Maidan 
(Bombay) to accommodate the large number 
of shareholders. The company expects a 
much larger attendance this year and the 
annual meeting is scheduled for June 26 at 
the Cross Maidan. 

Going by the massive investment envisag¬ 
ed for the private corporate sector in the 
Seventh Plan, the stock makets will be 
required to play a much bigger role than in 
the past. This will call for appropriate 
measures aimed at strengthening the 
organisational framework and provision of 
facilities to enable mobilisation of requisite 
resources as also to service the rapidly grow¬ 
ing Slumber of investors. Based on the 
recommendations of the Patel Committee, 
which are aimed essentially at making the 
existing system work to the advantage of the 
investing public, the government has lecoitly 
issued a number of directives to ensure a 
healthy atmosphere in the stock eguhanges 
through stricter monitoring of the business 
put through by the members of the exchange. 
Deterrent pemdties have been prescribed for 
those found guilty of kerb deals and option 
business. It will be interesting to see how the 
offenders are brought to book. Meanwhile; 
compulsions of resources, constraint have 
obliged the Bombay stock csBchange to enrdi 
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new members to the exchange which has all 
along functioned as a *V;losed club” The 
price of the fresh membership card has been 
fixed at Rs 10 lakh. It is proposed to sell 
some 30 cards for the present. Hie security 
margins of brokers are also proposed to be 
raised ftom Rs 30,000 to Rs 2 lakh. The 
stock exchange is augmenting its resources 
mainly to complete th^ second phase of the 
exchange building which would add about 
1.30 lakh square feet of area. 

RBI 


SneaJc Job againat Workers 


THE Reserve Bank has framed guidelines 
for “concessions and sacrifice^’ that would 
be required from the labour force of sick 
units being nursed back to health. Of the 544 
large sick industrial units (with aggregate 
outstanding bank credit of Rs 2,339 crore) 
at the end of December 1984,342 were con¬ 
sidered potentially viable and of these in 
turn 270 were put under a nursing pro¬ 
gramme. Judging from past data, the 
number of sick, the number considered 
viable and the number being nursed back to 
health will all have grown with the passage 
of time. One would therefore have expected 
that the Reserve Bank’s guidelines on “con¬ 
cessions and sacrifices’^ would have been 
publicised. But they have not been. We get 
to know of these from a letter issued by the 
Industrial Finance Corporation of India 
(IFCl) to the erstwhile controlling interest 
(Somaiyas of Bombay) of Oriental Power 
Cables Ltd (OPCL) which has its factory at 
Kota. 

The five-point RBI guidelines cited by 
IFCI are as follows: (i) Rationalisation/ 
retrenchment of surplus staff to be effected 
through a voluntary agreement, (ii) Defer¬ 
ment or phased payment of retrenchment 
compensation, (iii) Wage stabilisation, if not 
reduction, without agreement on increases, 
(iv) Eschewal of wage and related demands 
for a specified period, (v).Agreement to 
increase productivity and productivity-linked 
incentives. These guidelines will apply to a 
few hundred units employing a few lakh 
workers. There will, furthermore, be cases 
of units deemed to be sick by the financial 
institutions, as that of OPCL. Wlqr then has 
the Reserve Bank chosen not to puMidse the 
guidelines which are patently hanh on 
workers and employees of sick units? Should 
it not have taken the trade union organisa¬ 
tions into confidence in working out the 
prindples for implementing the guidelines? 
The mere inclusion of the term ‘voluntary’ 
or ‘agreement’ in the guidelines is niean- 
ingless. The Reserve Bankfs sneak job cer¬ 
tainly tarnishes its authority. 

Ihrning to OPCL, the company had. a 
negative net worth mnounting to somewhat 
over a ctMtple of crore rupees. However, for 
a edmpany with an uinual turnover of close 


to Rs 14 crore, with orders on hand of Rs 11 
crore or so, including export orders of Rs 3 
crore; it should not be difficult to come out 
of the red. This apart consider the fact that 
during the four years ended 1983-84, the 
company paid its employees more than the 
statutory minimum bonus of 8.33 per cent. 
Indeed it paid in addition an ex-gratia 
amount. The relevant bonus and ex-gratia 
payment data are: 1980-81 16.1 per cent plus 
Rs 223, 1981-82 11.3 per cent plus Rs ISO, 

1982- 83 16.2 per cent plus Rs ISO and 

1983- 8413 per cent plus Rs 200. The annual 
report for 1984-85 has yet to be published. 
Companies in India are not prone to paying 
bonus at anything more than the statutorily 
prescribed rate. When they pay a higher 
than the required bonus, they have sound 
economic reasons. 

However, IFCI has taken the view that 
OPCL employs too many, pays too much. 
What is significant is that IFCI put forth its 
view "in the wake of proposed taking 
over of the management and controliing 
interest of OPCL by NICCO” in a letter to 
Somaiyas. Is it not curious that a manage¬ 
ment negotiating the sale of its controlling 
interest is told to retrench, rationalise and 
impose a wage freeze—that is, do all the 
tough work before handing over a compai^? 
IVue, NICCO could insist on this as a pre¬ 
condition. But why did IFCI have to put its 
foot into this, invoking the RBI guidelines? 

NICCO took over OPCL towards the end 
of April 1986. The process of takeover took 
about four months during which period 
several things happened. Salary and wage 
payments were allegedly stopped in January. 


This in turn led to the stoppage of supplies 
to the employees from the employees’ con¬ 
sumer co-operative stores which did not 
receive dues via wage deductions. The 
residential colony of OPCL employees was 
deprived of electridty—and consequently of 
water—as the company had not paid its dues 
to the Rajasthan State Electricity Board. The 
Botud obligingly cut off power, even though 
OPCL’s security deposit—as noted by the 
court from which OPCL’s union sought 
redress—was well in excess of the amount 
due. 

OPCL was deemed to be a sick unit by 
IFCI even though it undertook an expansion 
and diversification programme and has a 
brand new unit for manufacturing a new 
range of cables. Somewhere along the line 
the workers were being pressurised in terms 
of RBI’s guidelines. Somaiyas have been 
eased out, whether for alleged failure to 
retrench/rationalise labour or other reasons, 
is not clear. What is known is that NICCO 
chairman and the new chairman of OPCL 
are kins of an important member of Rajiv 
Gandhi’s council of ministers and are able 
to bring to bear pressure via IFCI. 

In sum, the Reserve Bank’s guidelines as 
cited by IFCI—a government-owned term 
lending institution—are being ostensibly 
used to nurse back sick units, the process 
involving repression not only in the ordinary 
sense of taking advantage of labour’s 
weakness vis-a-vis capital but use of the 
power of the government to cut off water 
suppy, etc. The guidelines are also used to 
create confusion among workers and unions 
and to extend political patronage. 
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LETTERS TO EDITOR 


Breastmilk Substitutes; Unwanted Gifts 


AT a special WHO/UNICEF meeting in 
Geneva, on December 17 18, I98S, a group 
of experts concluded that transnational baby 
milk companies should stop donating milk 
supplies for newborn infants in maternities 
and other maternity situations This WHO/ 
UNICI h meeting was the result of a request 
by delegates at the World Health Assembly 
m May 1985, who wanted clarificanon of the 
provisions of thf WHO/UNiCEF Inter¬ 
national Code on the Marketing of Breast 
milk Substitutes At this meeting member 
delegates had reported that transnational 
baby milk companies had violated the Code 
by providing excessive quantities of artificial 
milks to hospitals in order to create demand 
for the products 

Nine experts from eight countries together 
with WHO and UNICFF staff participated 
In the December 1985 meeting to provide 
clarification and guidelines to the Codes 
provisions on free breastmilk substitute sup 
plies, to member states of the WHO This 
meeting produced a report of its proceedings 
and iccommendations and also revised a 
background paper on physiological factors 
influencing bieastfccding This report 
was submitted to the 19th World Health 
Assembly in May 1986 However we read 
With great concern the news report published 
in the International Herald TYibune (IHT), 
May 10 II, 1986 that one of the reiommen 
dations in the report had been omitted The 
recommendation was that "maternit\ nards 
and hospitals should not be recipients of 
free or subsidised supplies of breastmilk 
substitutes" 

The IHr reported that the above recom 
mendation was omitted from the WHO/ 
UNICFF guidelines because of pressure 
from the United States and the baby lood 
manufacturers We were upset to read this 
report because if it is true it would mean that 
the WHO and UNICEF have unfortunately 
been subjected to and succumbed to outside 
pressure in the performance of their duties 

We feel this is a serious matter because 
the recommendation that was omitted had 
been the result of careful deliberation The 
experts at the WHO/UNICEF meeting in 
December 1985 after carefully examining the 
medical grounds for providing breastmilk 
substitutes to newborns determined that the 
percentage of infants who need breastmilk 
substitutes IS so small that donations by 
companies cannot be justified, particularly 
given the dangerous promotional potential 
of such supplies donations For the few 
, babies that need them, hospitals can afford 
l^to purchase infant milk supplies, just as they 


buy supplies of other food, equipment and 
medicines 

The experts recognised possible social and 
economic situations in which infants may 
need breastmilk subsututes They noted that 
mfants in mstitutions such as orphanages 
and refugee camps may justifiably need free 
infant milk, through those institutions. In 
such cases, the donations should be provided 
for as long as the infants concerned are in 
need 

However for the majority of newborns 
where breastmilk has been proven to be the 
best source of infant nutntlon, free or sub¬ 
sidised supplies of breastmilk substitutes in 
maternity wards or hospitals would lead 
mothers to be dependent on these sources 
of nutrition for their newborn once they 
leave the care of the hospital In most of the 
Third World where mothers are poor and 
illiterate, and clean water supply is often 
non existent, the incidence of diarrhoea 
among infants being fed with contaminated 
water is very high Poor families who can 
not affoid expensive infant milk formulas 
will stretch their meagre supplies of the lat 
ter This will mean diluting the milk formula 
which will lead to malnutrition of infants 
Diarrhoea and malnutrition can lead to 
iatalities and impairment of healthy growth 
among children 

It IS for this reason that the WHO/ 
UNICEF expert group had recommended 
that hospitals should not receive free or sub¬ 
sidised infant formula and other breastmilk 
substitutes Vk regret that this crucial recom 
mendation was omitted in the final WHO/ 
UNICEF guidelines We are all the more 
concerned by the news report that this onus- 
sion was caused by "preteure from the 
United States and the baby food manufac¬ 
turers” If this report is correct, then it in¬ 
dicates that powerful vested interests have 
been able to exert undue influence on the 
WHO and UNICEF in a crucial matter 
related to the health of infants of the Third 
World Such a development is most distur¬ 
bing and will be objected to by everyone who 
has the interests of children at heart More 
over, such manipulation of Umted Nations 
agencies by business companies and govern¬ 
ments protecting such interests is deplorable 
S M MoHD Idris 

Coordinator, 

Third World Network, 

Penang 


ICs Inadequate Infnutructure 


IRIS KAPIL wrote an article on the 
possibilities for use of Injectable Contracqs- 


tives (JEFIV, Apnl 12. 198Q. 

I do not know her background and as a 
lawyer I have no background foe cfttinating 
the validity of her documentation on the 
allied positive results of Add testing of 
Oepo-provera and Net-En. The aide-effects 
she quotes does however, tome as a layman 
seem so fnghtemng that I would certainly 
not advise my wife and daughter to use 
the IC 

However I have over more than two years 
been working in India helping with the 
implementation of Pnmary Health Care 
Programme in Thmil Nadu and Madhya 
Pradesh My mam objection is related to my 
experience in implementation of the im¬ 
munisation programme in the Indian 
government health systems These pro¬ 
gramme have had a spectacular lack of suc¬ 
cess due to a number of problems These can 
be traced to many aspects of the programme 
but the following factors are very common 

(1) The vaccines do not arrive at the right 
time, in the right quantity and are often 
outdated 

(2) The workers’ knowledge and equip 
ment for injection is quite dismal which lead 
to numerous abxcesse< at the injection site 
and other side-effects 

(3) The foliow-up in the cases where in¬ 
jections give side-effects is non-existent 

In spite of veiy big investments a lelativdy 
simple programme as antinatai tetanus 
toxoid has upto now seldom had a coverage 
of mote than 10 per cent of the population 

From this background I find it very dif¬ 
ficult to imagine that injectable contracep¬ 
tives can at all be mcdicsdiy and ethically of¬ 
fered as a safe and easy method The sim¬ 
ple problems of logistics and training faced 
by the immunisation programme; which has 
not been solved adequately in any of the pro¬ 
grammes that I know of m India, will be 
much bigger when the injection has to be 
taken at very regular intervals over a period 
of two to three years by a group of women 

Even if it is possible to prove its efficacy 
on an experimental basis where resources 
and motfration are somewhat differait fnmi 
every day life it is very difficult to bebeve 
that the pybiic health system in the near 
future wouhl be able to achove such a degree 
of professitHHilisation in service ddivery over 
tune that a broader introduction of 1C is 
advisdile 

PRR LUNDQUIST 

Technical Adviser, 

DANIDA, 

New Delhi 



CAPITAL VIEW 


The Revolution of the Crazies 

Romesh Thapar 


THE thought does occur that all our brain- 
waving and poiitictd theorising is reduced to 
dust by the antics of the crazies of various 
conununities. If chief minister Bamala can 
Inspire hinudf with the exami^ of Maharaja 
Ranjit Singh and settle down to cleaning 
shoes on the orders of the so-called ‘priests* 
whom he (incidentally!) helped to return to 
the desecrated Golden Tbmple, and the Sikh 
community permits this farce, then the 
future of the state is put under the strangest 
questionings. Remember: No Akali has 
talked of punishing the Sikh terrorists, not 
even the revived priests. 

And, yet, one hesitates to dismiss the play 
around pseudo religiosity. The Wbitious, 
corrupt Akali operators are, after all, fake 
followers of the Gurus. We must necessari¬ 
ly wait for the reactions of the Sikh com¬ 
munity which will decide its attitude to 
‘moderates* ‘extremists’. We are entering an 
area beyond easy analysis. 

Crazy religiosity is baffling at the best of 
times. In Saudi Arabia, for example, the 
royal government has decreed that severe 
punishment will be invited if any scraps of 
paper, including newspapers, which carry the 
words of the Quran, are misused or thrown 
away. Very soon, the mullahs in many lands 
will express their support. 

If the crazies start leading us, we will end 
up out-doing one another. Imagine sects of 
Hindus’ priests, commanding wide allegi¬ 
ance, moving from mandatory castes signs 
to other symbols of the faith—dhoti-clad, 
bare to the waist, trident equipped, and with 
the bodt tuft of hair. And, soon, the cult 
could take over in our offices as an exercise 
of the fundamental rights embodied in our 
Constitution. 

This is deliberately intended to emphasise 
the thrust of communities seeking identity. 
The major minority, the Muslims (and, par¬ 
ticularly, the backward-looking, under- 
educated males), coujd overnight don the red 
fez. How distinctive, assertive, and rdigious. 
lb this could be added the trimmed beard 
of the mullahs and maulvis, with ktuel in 
the eyes as a happy and reassuring link to 
the times when the Moghul ruled. 

And don’t imagine that all manner of 
smaller groups will not imitate and seek 
symbols of a distinctive nature—proud 
tribals being crushed by the money-maken 
from the towns, Saivites and Vaishnavites 
anxious to ‘convert’ within the Hindu mass, 
and the Dalits waiting in their millions to 
be recognised as equal human beinga Wi are 
on the edge of encouraging a multitude of 
what an called ‘psycties*. one for each com¬ 
munity; each caste, each tribe. Malm no 
mistake about this. 

‘ja|ke a wider view. Ataeady, the pressure 
is bnBdinftiB various stdKia ways dua the 


Prime Minister of India must observe Hindu 
ritual, and that any possible public criticism 
of these pujas and prostrations would be an 
example of ‘discrimination* against the ‘rul¬ 
ing* Hindus. The pressure has already had 
effect to some extent. He wore a tikka on 
his return from Africa. Some more pushing, 
and our PM could be persuaded to establish 
an advisory council of Hindu priests drawn 
from the great religious centres of the com¬ 
munity. Why not? Others are very suppor¬ 
tive of their own rituals. 

It is true that an overwhelming majority 
like the Hindus is bound to observe certain 
restraints in a democratic State; and that 
these restraints should be institutionalised 
to create an acceptable secularity. But when 
the minorities, in the process of asserting 
genuine rights, look backwards and clothe 
themselves in all kinds of fundamentalist 
theorising and ntual, only a very powerful 
majority leadership can prevent a parallel 
development. We are without such a leader¬ 
ship. and a competition among fundamen¬ 
talisms is becoming inevitable 

Returmng from Atrica, Rajiv Gandhi is 
taking stock of the debris of four days and 
wondering what will happen next. It is 
important that the ruling Congress anchor 
itself to the need to return the sub-continent 
to an acceptable framework of secularism. 
The corrections will initially call for 
eidightened majority attitudes, but no truck 
with any kind of communsilism or fun¬ 
damentalism. The two tiuusts are inter¬ 
locked. The stressing of one or the other has 
the Congress confused, and in trouble. In 
other words, if the Hindus set a healthy 
example; there may still be hope of turning 
back the fundamentalist wave 

The Punjab situation might correct itself 
in the course of the tangle between the 
‘moderates* and ‘extremists*. After all, 
similar developments took place in Ihmil 
Nadu. Purtjab could end up with its own ver¬ 
sion of the DMK and the AIADMK—that 
is, if the divide between the communities is 
dissolved. Who would have thought that the 
AlADMK and the Congress(I) could be 
partners. If the Ihmil ‘psyche has adjusted, 
why not the Sikh ‘psychef? Bamala should 
develop the gumption at this juncture of pro¬ 
jecting a Punjabi Dal. Divisiveness within 
the Akali Dal. papered over with ministerial 
apppintments. Is likely to continue despite 
the chatter about ‘Panthic unity*, and there 
are no immediate solutions. 

Will Rajiv Gandhi leara to move as did 
his grandfather? 1 am sure the dynasty boys 
me keeling their Angers crossed. Anything 
can happen as all the tribes, castes and com¬ 
munity begin to exhibit their crazies. It is 
time; whmi instant’ individual initiatives 
were given up and more sustained consulta¬ 


tion suuled with the chief ministers of this 
sprawling continent. Only serious discussion 
on the divisiveness now taking shape can 
yield a corrective scenario. 

By the looks of it, the ruling groups still 
imagine that a concession here or there, the 
acceptance of this or that demand, can 
defuse the mounting tensions. What is 
overlooked is that the rhetorical slogans of 
today will be replaced by other opportunist 
slogans tomorrow so long as the effort is not 
made to gm at the economic and social roots 
of the turbulence. At the moment, short¬ 
term thinking holds sway. 

Problems which have been with us for 
years are crying out for solution. We only 
dilly-dally, raise obstructive quesuons. We 
seldom gather the thinking that already lies 
filed in ministerial offices, and work out the 
decisions that should have been taken long 
aga If this effort is beyond the capacity of 
our present-day politicians, they will find the 
people looking for what are called ‘doers’ 
One look at Kashmir is illustrative. Jag 
Mohan rules, and by all accounts he is doing 
a cleaning up which no politician is capable 
of—indeed, they wish that he be given a 
longer lease as Governor to do ‘the dirty 
work’. This sort of political abdication could 
take place anywhere on the sub-continent. 

I hope we realise what this means. Once 
again, the instant authoritarian solution is 
sought—and what better argument in the 
face of the revolution of the crazies. 


Tata Chemicals 

TATA CHEMICAI.S has performed “excep¬ 
tionally” well during the year ended March 
1986, despite very severe drought conditions 
in large parts of Saurashtra. D S Seth, 
Chairman, told the shareholders at the extra¬ 
ordinary general meeting that production of 
salt during 198S-86 crossed two million 
tonnes and was nearly twice as much as it 
was during the preceding year The produc¬ 
tion of soda ash increased by 64,728 tonnes 
to 5,36,080 tonnes. Production of sodium 
bicarbonate, caustic soda, BHC (Ibchnical), 
pure salt, vacuum salt and bromine too 
registered significant increases. The turnover 
during the year was expected to be higher 
by nearly 25 per cent. What is more, a major 
part of the improvement in the operating 
results was achieved during the second half 
of the year and is extending into the cuirent 
financial year. Seth said that the company 
has formulated Phase 1 of a Growth and 
Improvement Programme involving a capital 
expenditure of about Rs 140 crore spread 
over about three years. When implemented, 
this Programme will greatly upgrade the 
opentions of the company and improve the 
profltability. The company is making an 
issue of convertible debentures of Rs 72.5 
crore to raise a part of the flnance required 
for the Programme. 
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STATISTICS 


VanstioB (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970 71 - 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(17 5-86) 

Month 

Year 

29, 1986 

85-86+ + 

84-8S 

83-84 

82-83 

All Commodities 

1000 

368 6 

20 

40 

26 

37 

7 1 

95 

26 

Primary Arricles 

417 

342 2 

27 

39 

39 

24 

48 

11 0 

36 

food Articles 

298 

334 4 

3 5 

8 7 

48 

73 

64 

13 5 

62 

Non food Articles 

106 

283 1 

1 3 

- 78 

30 

-10 5 

-2 3 

IS 1 

I 7 

bud Power 1 ight and Lubricants 

85 

613 2 

05 

8 3 

07 

89 

26 

76 

75 

Manufactured Products 

499 

349 2 

1 8 

28 

22 

3 3 

60 

87 

06 






Vanation (Per Cent) 



Cost of Livinii Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1983 

85-86 

84-85 

83-84 

82-83 

For Industnal Workers 1960 = 

' 100 

638’ 

08 

8 9 

89 

65 

64 

12 6 

78 

For Urban Non Manual Employees I960 - 

^ too 

584’ 

09 

8 1 

8 1 

68 

8 1 

10 3 

80 

For Agricultural labourers July 60 to 

556’ 

07 

7 5 

7 5 

48 

02 

11 4 

52 

June 61 

- 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


1 atest 

Over 

Over 

Over 






Unit 

Week 

Last 

I ast 

March 

In 

In 

In 

In 



(9 5 86) 

Month 

Year 

28, 1986 

85 86* + 

84 85+ + 

83 84 

82 83 

Money Supply (Mj) 

Rs Crore 

1 20,764 

1,467 

16,857 

2,967 

15,192 

16,058 

13,011 

10,115 




(1 2) 

(16 2) 

(2 5) 

(14 9) 

(18 7) 

(17 9) 

(16 1) 

Nit Bank Credit to Government Sector 

Rs Crore 

62 147 

2,074 

10 180 

3,672 

9,579 

8,445 

5,757 

4 748 

Bank ( redit to Commercial Sector 

Rs Crore 

81,593 

240 

10,704 

458 

9,745 

10,809 

8,830 

8 247 

Net 1 oreign Exchange Assets of Banking Sector 

Rs Crore 

3,756 

16 

471 

458 

299 

1,419 

104 

977 

Deposit of Scheduled C ommercial Banks 

Rs Crore 

86,295 

468 

11 562 

1,576 

12,475 

11,519 

8,550 

7,299 




(0 5) 

(18 6) 

(I 9) 

(17 1) 

(19 0) 

(16 4) 

(16 6) 

I oretgn Exchange Assets** 

Rs Crore 

7 195 

-31 

148 

381 

53 

1,319 

1,233 

911 







(0 8) 

(24 0) 

(28 9) 

(27 2) 

Index NiimberH of Industrial 

Weights 

1 atest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 ItX)) 
























In 

In 

In 

In 

In 




1986 

1985 

1986++ 

1985+ + 

1984 

1983 

1982 

General Index 

100 00 

223 5’ 

225 7 

212 7 

6 1 

66 

72 

4 5 

4 5 

Basic Industries 

32 28 

283 6' 

283 6 

265 6 

68 

6 I 

11 5 

3 5 

80 

Capital Goods Industries 

15 25 

245 5' 

245 5 

223 1 

99 

49 

12 0 

43 

-09 

Intermediate Goods Industries 

20 95 

191 5' 

191 5 

174 1 

10 0 

11 0 

1 4 

7 9 

1 9 

Consumer Goods Industries 

31 52 

183 8' 

183 8 

175 2 

4 9 

26 

20 

04 

5 8 

Duiable Goods 

3 41 

256 3' 

256 3 

207 8 

23 3 

19 4 

18 6 

0 1 

3 6 

Non Durable Goods 

28 11 

173 4' 

173 4 

171 2 

1 1 

-06 

-06 

05 

65 

Foreign Trade 

Unit 

Latest 

Cumulative tor* 








Month ' 










(Dec 85) 

1985-86 + 

1984 85• 

1984 85 

1983 84 

1982 81 

1981 82 

1980 81 

Exports 

Rs Crore 

790 

7,656 

8,560 

11,396 

9,872 

8,908 

7,803 

6,711 






(15 4) 

(10 8) 

(14 2) 

(16 3) 

(3 9) 

Impoits 

Rs Crore 

1,544 

13,867 

12,330 

16.592 

15,763 

14,356 

13i671 

12,524 






(5 3) 

(9 8) 

(5 0) 

(9 2) 

(40 6) 

Balances of Trade 

Rs Crore 

754 

-6,211 

- 3,770 

-5.1% 

-5,891 

-3-.448 

-5,868 

-5,813 

Kmployinent Exchange Statistic*! 

Unit 

L atest 

Cumulative for* 








Month 










(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Numbit of Applicants on 1 ivc Registers 

Thousand 

26 538 

26,538 

23,591 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 






(7 3) 

(17 7) 

(12 4) 

(8 3) 

Numbci of Registrations 

Thousand 

520 

520 

580 

5,766' 

6,220 

6,655 

5,862 

6,277 






(-7 3) 

(-65) 

(13 5) 

(-6 6) 

(2 0) 

Number ot Vacancies Notilied 

Thousand 

50 

50 

63 

657 

707 

827 

820 

893 






(-7 1) 

(-15 5) 

(0 9) 

(-8 4) 

(6 6) 

Numbei ot Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

505 






(-8 4) 

(-I6J) 

(2 5) 

(-6 I) 

(3 2) 

Income 

Unit 

1984 85 * ’ 

1983-84* * 

1982 83 

1981 82 

1980-81 

1979 80 

1978 79 

1977-78 

Gloss Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80.»8 

Gross Domestic Product (1970 71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,756 

47,138 

49,633 

46,917 

Per < apita Income (1970 71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

693 


* hor current year upto latest month for which data are available and for corresponding period of last year 

** I \cluding gold and SDRs 
f Upto latest month tor which data are available 
r I Prinisional data 

Notti (I) Superscript numeral denotes month to which figure relates, e g. superscnpt' indicates that the figure is for January and so on 
(2) r If iires m brackets denote percentage variation over previous period 
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CIVIL LIBERTIES 


India, Torture and UN 

A G Noorani 


WHY IS the Government of India non 
cooperauve with the UN on issues of human 
rights? On March 13. 1985 the UN Com¬ 
mission on Human Ri^ta appointed for one 
year a Speoat Rapporteur “to ecanune ques¬ 
tions relevant to torture^' On May 12.1985 
the Chairman appointed P Koojimans as 
Special Rapporteur His Report dated 
February 12, 1986 is an extremely illumi¬ 
nating document 

Psra 69 mentions 43 states from whom he 
received information concerning their 
respective domestic legislation India is not 
one of them The requests for information 
were sent as far back as July 11, 1985 for 
“information on measures taken or envi¬ 
saged including legislation, to prevent 
and/or combat torture and to establish 
safeguards designed to protect the mdividual 
against torture" A reminder was sent on 
September 29, 1985 concermng information 
on training programmes for police and 
security personnel 

Para 57 lists a host of governments which 
sent replies The list includes even Zia’s 
Pakistan The Government of India did not 
send the information The country is entitled 
to know why no response whatever was 
made MPs should ask questions in Parlia¬ 
ment The press should insist on an answer 
Civil libertarians should write to government 
ministers concerned The matter should not 
be allowed to pass into oblivion 

As for the rest, one cannot do better than 
set out Paia 147 ot the Conclusions and the 
entire set of recommendations made by the 
Special Rapporteur in Paras 148 to IM of 
the Report 

147 The most saddening conclusion the 
Special Rapporteur feels compelled to draw is 
that torture, in many, if not all, cases, is con 
sidered to be the easiest and the fastest way to 
solve problems It is indeed shocking to see how 
easily people fall into the practice of torture 
Torture became part of the interrogatory pro 
cedures in the middle ages and more recent 
centuries because it was thought to be the 
easiest and fastest way to ascertain the truth 
Due 10 a moral awakening and the recognition 
of the dignity of the individual human being, 
such practices have been abolished in national 
legislations An examination of the present 
situation where torture is stiii widely practised, 
but officially denounced, can only lead to the 
conclusion that this moral awakening has not 
yet had tangible results for everybody It is, 
therefore, all the more important that the inter 
national community, supported by world-wide 
public opinion, should continue and intensify 
MS struggle against the “plague of the second 
half of the twentieth century" 

RECOMMENDATIONS 

14S The entry into force of the United 
Nhtkmg Convention against Tbrture and Other 


Cruel, Inhuman or Degrading Treatment or 
Punishment will undoubtedly be an unportant 
contribuuon to the eradication of torture 
Governments should, therefore, speed up their 
ratification procedures 

149 in the mean time governments should 
set in motion legislative procedures to give thar 
judicial authorities jurisdiction to prosecute and 
punish persons who have committed torture, 
wherever this may have occurred 

150 All judicial systems should contain pro 
visions under which evidence extracted under 
torture cannot be admitted 

151 Incommunicado detention should be 
kept as short as possible and should not exceed 
seven days During this period the detainee 
should be visited regularly by a doctor and 
should have the right to see a lawyer and or 
doctor of his own choice immediately after the 
period of incommunicado detention 

152 bach detained person should be able to 
initiate proceedings before a court on the 
lawfulness of his detention (art 9, para 4, ot 
the International Covenant on Civil and 
Political Rights) The right of habeas corpus 
or amparo should be strictly respected in all 
circumstances and should never be suspended 

153 Interrogation procedures should be 
made subject to internal scrutiny and the 
authorities should be held responsible for con 
ducting such scrutmv 

154 Interrogation of detainees should only 
take place at oftKial interrogation centres 
Interrogation should, whenever possible be 
tape recorded 

155 All security and law enforcement per 
sonnel should be provided with the C ode ot 


Conduct of Law Enforcement Officials and 
receive instiuction on its requirements In par¬ 
ticular they should be instructed on the absolute 
prohibition of torture, whether in time of peace 
or of war, including a state of emergency, and 
on their duty to disobey orders received from 
a superior to carry out torture 

156 A commission composed of represen¬ 
tatives of the government, including law 
enforcement and prison authorities, the 
judiciary and professional groups, such as 
lawyers and physicians, should be created with 
a mandate to inspect the conditions of detainees 
and make recommendations to the responsible 
authorities 

/5 7 All personnel m the health sector should 
be instructed on the Principles of Medical 
Ethics relevant to the lole of health personnel, 
particularly physicians, in the protection of 
prisoners and detainees against torture and 
other cruel, inhuman oi degrading treatment 
or punishment 

158 Training courses and training manuals 
for police and security personnel should contain 
specific material on the treatment of detainees 
and prisoners adapted to the local ciaum 
stances Under the advisory services piogramme 
ot the United Nations, assistance in this field 
should be given to those government which 
icquest It It IS suggested that under this pro¬ 
gramme regional courses should be organised 
to deal with this matter 

159 Whenever a detainee or his relatives or 
his lawyer lodge a complaint about his being 
subjected to torture, a judicial inquiry should 
take place When the complaint is deemed to 
be well founded the victim or his relatives 
should be entitled to compensation 

160 Export regulations should contain a 
prohibition on the transfer ot material and 
equipment which lends itself in particular to 
the practice of torture 


BHABHA ATOMIC RESEARCH CENTRE 

Transfer of Technical Know-how 

Bhabha Atomic Research Centre, Department of Atomic Enersy Government 
of India, invites offers in prescribed forms for the transfer of technical know 
how on a non exclusive basis, for the manufacture of Hish purity Tellurium 

Hish purity tellurium is used for dopins purpose in the manufacture of xerox 
plates and is also used for the manufacture of thermo modules The 
technology offered is for the purification of locally available 99 9% commercial 
tellenium 

The know how will be restricted to the technology developed in DAE and 
will be limited to basic engineering of the prototype and services of experts 
on payment basis 

Offers from interested parties having experience in matallurgical processing 
with adequate technical capability backed by sound financial and other 
resources will be considered 

Interested parties may write to Chairman, Technology Transfer Group, 
C/o Computer Division, EARC, Trombay, Bombay 400 085 for the prescribed 
forms and technical brochure within two weeks of the publication of this 
advertisement enclosing a crossed demand draft in favour of Accounts Offeer, 
BARC for Rs 15/- 

davp 645(80) 86 
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ECON(»^C AND KMliltKAt ifSEklx 


Calcutta Diary 

AM 


NINETEEN EIGHTYSIX. A few weeks 
more, and it would be exactly fifty years 
since the Spanish Civil War. Fifty years ago, 
as summertime descended on Europe, young 
people all over began to respond to the 
beckoning of their conscience. Liberty was 
in peril in Spain; the fascists wen marching, 
they wanted to crush the voice Of the people, 
they wanted to demolish the Republic and 
impose their perverse concept of ‘order’. 
What was happening in Spam was atrocious; 
what was happening in Spain could not be 
allowed to happen; freedom was indivisible, 
if the light of freedom went out in Spain, 
it could be puffed out, as easily, anywhere 
else. Theiefore the Republican cause in Spain 
was your, mine and everyone’s cause. Fascism 
shall nut pass. No pasaran 

No pasaran, it was passion and invoca¬ 
tion, It leverberated throughout the world, 
young people from far and near responded 
to then conscience. Auden's line became 
both faith and its assertion: / am your 
i.hoice. vour decision Yes. ! am Spam. 
Young people joined the cause, they raised 
funds, they drove ambulances, they manned 
the relief hospitals, they smuggled arms, and 
they formed the international brigades, 
platoons and platoons of ragtag soldiers, 
amateurs all, convinced that their lack of 
experience would be more than made up by 
the ardour they brought to the field of war. 

Poets, playwrights, novelists, film stars, 
theatre actors, pianists, painters, historians, 
economists, iing fighters, what an assorted 
crowd It was that marched into Spain in 
1936 They set silly, great examples of valour; 
they set silly, great examples of sacrifice and 
death Man's estate was never elevated to a 
nobler pedestal. Man's inhumanity to man 
too was never more starkly laid bare either. 
A La Pasionarid calling to arms; a Guernica 
bombed into non-existence; a Frederico 
Garcia Lorca tortured to death; here, there 
and cvcivwhcre, reports, in lurid details, of 
carnage and bestiality which were the stock- 
in-trade of the Falangists. The civil war 
petered out, liberty lost, democracy was van 
quished, the young people who went in to 
serve the cause could not save Spain; Many 
who foi med the international brigades failed 
to return Tomoriow the bicycle race, 
through the suburbs on summer evenings, 
Auden had said, but today the struggle: That 
tomorrow did not arrive. But a defeat is a 
defeat only if you assess it within the formal 
span ot immediacy. Over the long haul, the 
Spanish Civil War was hardly a defeat, it was 
a victory for the spirit of man, a triumph 
for the romantic concept that each one of 
us belongs to each one else. Several great 
creative works emerged out of the war in 
Spain Even at the end of a full fifty years, 
a fittv years crammed with the S«ond 


World War, Hiroshima, Nagasaki, the 
revolutions in China, Cuba, Vietnam, 
Nicaragua and the daily possibility of 
nuclear annihilation, die memory of Spain 
refuses to lose its lustre;, it evokes a kind of 
pride, reminding us that the estate of man 
is not to be demeaned. 

But the estate of man continues to be 
demeaned in South Africa. A minority, con¬ 
stituting less than S per cent of the popula¬ 
tion, has imposed a savage rule on the other 
95 per cent. This 95 per cent are condemn¬ 
ed to penury, torture and death purely on 
account of their race and colour. The regime 
in that land has taken itself beyond the pale 
of civilisation. Brute power, led by the 
muede of the gun, is the only currency it 
believes in. Every day, it shoots down, in cold 
blood, ten, fifteen or a hundred people; it 
is almost like the daily weather bulletin, the 
kiilings have assumed the form of a droll, 
dreary ritual. The government commits 
murders; the government commits arson; it 
prohibits human beings from fraternising; 
It decides what jobs the majority of the 
population are to be kept out of, and what 
hotels, parks and transportation facilities 
they ate to avail of. Tbrror has been rendered 
into a synonym of law and order; the regime 
laughs at the charter of human rights drafted 
once and for ever by the United Nations. 

From tune to time, the United Nations 
General Assembly adopts sanctions against 
the South African regime. These sanctions 
are supposed to be mandatory for all 
members of the United Nations. They 
include an embargo on trade—and on 
transfer of capital. A large number among 
the monber-countries of the United Nations 
have however not bothered about these sanc¬ 
tions, and have merrily continued to have 
economic relations with the marauding 
racialists. Apart from the United States, a 
major culprit in this respect is the Govern¬ 
ment with which we claim a ‘special relation¬ 
ship’, the government of the United King¬ 
dom. It is a special kind of relationship in¬ 
deed. We like the British; the British like the 
barbarous regime in South Africa. The sin 
of our friends, we assure ourselves, will leave 
us uncontaminated. Besides, we admonish 
ourselves, one has to be pragmatic in such 
matters. 

Pragmatism consists of passing harmless 
resolutions condemning the Government of 
South Africa in this or that committee of 
the United Nations General Assembly or its 
Security Council, and then pladdly reading 
in the newspapers about the rapes, killings 
and arson that go on in that country di^ 
after day. Why jrick on us, haven't you 
followed the news, why, didn’t we vote 
against the South African regime on each 
of the occasions the matter came up in the 


General Assembly, haven’t we declared that 
regime to be an international outlaw, what 
more do you expect of us? 

The members of the United Nations know 
all the answen, they do not know the solu¬ 
tions though. Resolutions passed by the 
United Nations remain harmless, sanctions 
approved by the body cannot be enforced, 
bwause effective power resu with its 
Security Council, and in the Securl^ Coun¬ 
cil, the United Sutes, more often than not 
backed up by the United Kingdom, vetoes 
all propo^ to introduce teeth in the resolu¬ 
tions passed against the South African 
government; it also vetoes the enforcemem 
of sanctions. Chapter and verse are quoted 
frmn the United Nations charter to prove the 
point that, in regard to South Africa, 
nothing beyond what has already been done 
can be done by a government pledged to 
defending the charter. 

Ijeave governments alone; their conscience 
does not bother them. What about those 
who do not constitute a government and are 
not a part of it? In country after country, 
there must be scores and scores of organisa¬ 
tions and thousands and thousands of 
individuals aghast at the bestialities being 
perpetrated in South Africa. Is it not time 
for them to band together, in country after 
country, and start a crusade for South 
Africa? What prevents such individuals and 
oiganisations from raising hinds in the cause 
of the suffering people in that land, and 
organising the purchase and despatch of 
arms to the activists there? Is it absurd to 
envisage the coming together of another 
international brigade, consisting of young 
people from the countries of Asia, Africa 
and Latin America—and, if only they will, 
also from Europe and the Unit^ States— 
who will fling themselves across the border 
and fight, in the cause of humanity, in the 
valleys and shanty towns of South Africa? 
In this vast, wide world, why should it be 
difHcult to assemble one or two hundred 
thousand young people ready to march in 
order to liberate the oppressed ones and, in 
the process, if need to be, lay down their 
lives? 

Running of arms and smuggling of 
combat volunteers in this manner will be 
irregular, did you say? It will hurt the suscep¬ 
tibilities of the United Nations and violau 
its charter, did you say? The United Nations 
and its Purity Council watched while 
American troops overran Vietnam, they 
watched the napaiming of that country, they 
now watch even as Ronald Reagan foams in 
the mouth and lets loose the so-called 
contras in Nicaragua, they watch when the 
same Reagan behaves in the manner of a sbi- 
teenth century pirate and gun-runner in the 
Gulf of Sidn. Everyone swean by the 
United Nations, none with clout cates tat 
it. In case the international body is unable 
to prevent genodde in South Afin^ and the 
governments which are its members an 
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either too self centred or too pusillanimous 
to do something about it, should it not then 
become the prerogative of ordinary men and 
women, as part of the broader social con¬ 
tract which IS humanity, to enforce the law 
of civilisation on those who are violating it’’ 
No. the problem does nut lie in the moral 
or social sanction, it lies in the gradual 
deademng of our sensibilities Citizens of 
every nation have their own immediate 
priorities Young people continue to com 
mingle, but they commingle for reasons that 
might seem altogether peripheral in the light 
of the spark which ignited millions of souls 
fifty years ago in the cause of Spain 
Idealism has acquired an unsavoury odoui. 
they laugh in your face when you say that 
one IS none, you are not supposed to die any 
more for other people’s cause At this 
distance ot fifty years, in the context of the 
worries and concerns of today s crowd, it 
was a crazy thing what those young people 


HINDmTAN ILVFR has turned in im 
pressive working results for 198^ with fair 
increases in sales and piofits What is more, 
piotit margins have also risen and dividend 
stepped up 6 points to 30 per cent has a 
thicker earnings cover ot 2 32 times as 
against I 93 times previously Hirnover has 
been Rs 617 95 crore against Rs 539 crore 
and gross profit Rs 68 44 crore against 
Rs 54 85 crore Despite higher provisions for 
depreciation and taxation, net profit has 
expanded trom Rs 21 68 crore to Rs 32 56 
crore This outcome followed fair contnbu 
tion from all products —soaps, detergents, 
chemiials, agri products and personal 
products 

Exports ot the company and its sub 
sidiaries reached a new peak of Rs 84 crore 
despite difficult market conditions in the 
international trade A special drive to pro 
cure packet tea business resulted in a large 
order of 3 million kgs from Libya, valued 
at over $ 10 million The company’s export 
turnover is well balanced geographically with 
no over dependence on a particular market 
Special efforts are being made to procure 
export-oriented manufacturing collabora 
tions to further step up exports 

The complex fertiliser project at Haldia 
was commissioned in late 1985 There have 
been delays due to non-availability of im¬ 
ported ammonia The company is now 
establishing full commercial production and 
overcoming normal teething problems The 
facilities for manufacture of ‘Paras’ plant 
growth nutrient at Jammu have been com 
missioned The company has received letters 
of intent for a 20,000 tonnes per annum 
synthetic detergents plant at Sumerpur m 


did, the Audens and Caudwells, the Bunuels 
and Bretons, the Ehrenburgs and Heming 
ways why must you fntter away your talent 
resources and, ultimately, lives merely 
because fascists have gone on the rampage 
in some remote place or because some racists 
are indulging in genocide in that vague 
geographical tract. South Africa? 

It IS almost r.fty years since Guernica 
What homage should one offer to Spain on 
the occasion’’ A scandalously romantic no 
tion, this idea to raise another international 
brigade for marching into South Africa 
Romanticism ot such fanatic genre these 
days jars the soul Lven when vou decide to 
rock for Afric i therefore be careful what 
cause you pick to rock for As to the Spanish 
Civil War and its tiftieth anniversary, why 
don t you chuck it you should have grown 
up in these fifty vears, young people would 
not prefer to go to build the just city, they 
would rather look tor some pot 


UP, a 4,000 tonnes per annum high pressure 
synthetic lesin emulsions plant in a back 
ward area of Maharashfa and a 2,000 
tonnes per annum plant growth nutrient 
plant at Kasganj in UP The company 
proposes to lake up the manufacture ot fluid 
cracking catalysi an import substitution 
product, used in petroleum refineries MRTP 
approval has been received and the letter of 
intent is expected shortly 

The company has received government 
approval to acquire on lease cum purchase 
basis the synthetic detergent undertaking of 
Union Home Products, Mangalore, as a 
going concern Administrative/legal forma¬ 
lities for the acquisition are expected to be 
completed in the current year The company 
has also applied for substantial expansion 
of svnthetic detergents and toilet soaps 
capacity of Stepan Chemicals’ plant at 
Rajpura in Punjab, which is currently on 
lease with the company The company also 
proposes to acquiie 51 per cent equity shares 
in Stepan with a view to finance the expan 
Sion and for .he long term health and viabi 
lity of this sick company Negotiations are 
in progress with the financial insmutions, 
Punjab State Industrial Development Cor 
poration (PSIDC) and the private sector pro 
moter to determine the purchase considera 
tion for these shares It is expected that the 
price to be finalised would be between Rs 17 
and Rs 20 per share of Rs 10 each It is at 
the request of the Government of Punjab, 
PSIDC and Stepan that the company had 
leased the soaps and detergents undertaking 
of Stepan in 1983 tor a period of five years 
with an option to renew the lease for a 
further period of five years with a view to 


reviving the unit The directors consider it 
to be in the long-term mterests of the com¬ 
pany to acquire 51 per cent shareholding m 
Stepan to protect the company’s technologies 
and to ensure production of quality brands 


BAYER (INDIA) has been able to register 
steady growth during 1985 on account of 
better capacity utilisation, effective cost 
control measures and proper product mix 
backed by competitive marketing strategies 
Overall sales amounted to Rs 86 50 crore 
against Rs 76 96 ciorc in the pievious year 
and gross profit was Rs 10 29 crore against 
Rs 76 96 ciore in the previous year and gross 
profit was Rs 10 29 crore against Rs 9 40 
crore These figures show a small decline in 
profit margins Net profit came to Rs 4 01 
crore (Rs 143 crore) The directors have 
maintained dividend at 18 per cent and also 
recommended payment of an additional 4 
per cent The enhanced distribution is 
covered 2 25 times by earnings as against 
2 35 times previouslv 1 he current year has 
begun well for the company The Chairman, 
R P Goenka, feels confident that all other 
factors being conduciv< the company will 
maintain its steady gross h latc of the past 
few years 

ATI A5 COPC O (INDIA) s expansion pro¬ 
ject for manufacture of screw compressors 
IS progressing satisfactorily The construe 
tion of the new factory at Mahalunge Ingle, 
near Chakan, in Maharashtra is in full 
swing The first phase of construction is ex 
pected to be completed in July 1986 In the 
meant me, the company has imported 
special machines woith about Rs 1 crore and 
production at the new factory is expected to 
commence towards the end of 1986 To sup 
plement its resources to support the expan¬ 
sion project the company proposes to issue 
debentures ot Rs 3 crore to be privately 
plated with UTI, which has agreed to this 
ariangcment in principle Akbar Hydari, 
Chairman, says that the new unit will absorb 
the latest techniques of production The 
company has a long term expansion plan of 
which the Chakan plant is onlv the begin¬ 
ning “Together with your goodwill and sup- 
pori, we hope we will see a lot of dreams 
take concrete shape m the near future^ he 
tells shareholders 

I he company has turned in good working 
results for the 26th year endenJ Decembei 31, 
1985 Its sales reached a new peak of 
Rs 33 52 ciore against Rs 25 47 crore in the 
previous year and gross profit amounted to 
Rs 5 27 cron against Rs 4 22 crore Profit 
margins, however, have been lower than in 
the previous year Net profit is Rs 2 09 croie 
(Rs 1 60 crort) Dividend has been stepped 
up fiom 12 per vent to 16 per cent and is 
covered 2 71 times by earnings as against 
2 75 times piev lously 1 he company was able 
to inciease exports (rum Rs 6 lakh to Rs 42 
lakh 


COMPANIES 

All-round Progress 

Hanbavivek 
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ENNORE FOUNDRIES has performed 
wdl during 1985 with sales volume; turnover, 
gross block and net worth—all attaining the 
highest marks in its career of 26 years. Sales 
volume was 23,319 tonnes, as against 20,635 
tonnes in the previous year. This was possible 
due to the su^ilisation of production on the 
high pressure moulding line. With increase 
in turnover from Rs 26.97 crore to Rs 33.55 
crore; gross profit amounted to Rs 3.83 crore 
against Rs 3.34 crore previously. These 
figures show contraction of margins. Tkx 
provision has claimed Rs 26 lakh against nil 
last year and net profit came to Rs 1.46 crore 
against Rs 1.27 crore. The directors have 
recommended maintenance of dividend at 
16 per cent, which is covered 2.03 times by 
earnings as against 1.76 times previously. As 
at the year-end, reserves stood at Rs 6.52 
crore against the share capital of Rs 4.52 
crore. During the year, the company incur¬ 
red an expenditure of Rs 36 lakh on R and 
D activities. The main thrust in R and D 
continues to be in achieving the basic ob¬ 
jectives of improvement in quality, lowering 
of costs and introduction of alternate 
materials and processes. 


In the Capital Market 

Indian Rayon Corporation will issue fully 
; convertible debentures of Rs 83.75 crore to 
be offered to the existing equity shareholders 

I The Week'a Compiinit's 


on rights basis in the ratio of one debenture 
for every one share held. It also proposes to 
offm debentures of Rs 4.80 crore on prefer¬ 
ential basis to its preference shateholden and 
debenture holders, and debentures worth 
Rs 5 crore to non-resident Indians. The com¬ 
pany has also decided to convert every such 
debenture into equity shares of Rs 10 each 
at a pmnium of Rs 40 per share. The first 
such conversion will take placC'On June 30, 
1987 an^ the next conversion’ on June 30, 
1988. These debentures will carry interest at 
13.5 ^r cent per annum till the date of con¬ 
version. The company will also issue non- 
convertible debentures of Rs 80 crore simul¬ 
taneously on Rights basis to existing share¬ 
holders. Though the issue bf coitvertible and 
non-convertible debentures will be made 
simultaneously, the shareholders will have 
absolute option to apply for either or both 
of the debentures. These debentures will 
carry interest at 15 per cent per annum and 
5 per cent premium on redemption will be 
payable at the end of seventh year from the 
date of allotment. The resources to be raised 
thus will be used for the company’s diver¬ 
sification and expansion projects involving 
a capital outlay or aooui ks isuu crore. i ne 
company has a Letter of Intent for a Carbon 
Black project of 20,000 tonnes per annum 
capacity in Uttar Pradesh and its white 
cement project of 80,000 tonnes capacity in 
Rajasthan. According to M H Upadhyay, 


Hindustan Lever Bayer India 


secretary of the company, h is inteaded to 
set 19 a ceramic projeM to manufacture 
8,000 tonnes per annirni of sanitarywares 
and 12,000 tonnes per annum of tiles in UP. 
-The cennpany is also investing Rs 14 crore 
in the equity shares of Indo-Gulf Pertilisers 
and Chemicals Corporation which is being 
set up in Uttar Pradesh. 

Vlshal Electro-Mech ilndia) will enter the 
Capital market with a issue of 6 lakh equity 
shares of Rs 10 each for cash at par to the 
public in the current week. The company 
headed by S S Dhanesha, is setting up a pro¬ 
ject to manufacture various types of elec¬ 
trical, electro mechanical and electronic 
gadgets such as auto irons, programmed 
washing machines, electric fans, vacuum 
cleaners, micro pulverisers, small water 
pump motors and cash counting machines. 
It will be marketing various other consumer 
durables and household items as it is going 
to adopt “Japanese concept of making the 
best products at the lowest price”. It has 
already acquired land at Pithampur, a cen¬ 
trally notified backward area which is 30 km 
away from Indore. The civil construaion of 
the factory building will commence soon 
and the company expects to start trial pro¬ 
duction by ^ptember 1986. Marketing of 
a few items has already commenced. 

Coastal IVawlen, a deep-sea Hshing com¬ 
pany, is entering the capital market with an 

(Rs Lakh) 


Atlas Copco Ennore Foundries 


Latest Year Last Year Latest Year Last Year Latest Year Last Year l.atest Year Last Year 




31-12-85 

31-12-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

31-12-85 

31-12-84 

Paid-up Capital 


4466 

4666 

811 

811 

484 

484 

452 

452 

Reserves 


9615 

7759 

1411 

1180 

853 

738 

652 

578 

i' Borrowings 


7993 

6927 

1479 

1365 

155 

96 

782 

745 

• of which Term borrowings 


290 

318 


4 

58 

66 

378 

473 

Gross fixed assets 


14715 

11441 

2825 

2648 

708 

674 

2350 

2232 

Net fixed assets 


9434 

8395 

1015 

965 

281 

292 

1267 

1236 

Investments 


37 

38 

18 

14 

__ 

— 

— 

_ 

1- Current liabilities 


13165 

11139 

1500 0 

1129 

784 

608 

647 

426 

< Current assets 


26021 
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issue of S.89 lakh equity shares of Rs 10 each 
at par. The issue will open on June 16. The 
issue it being made to part finance the com* 
pany’s Rs 4.69 crore investment plan of 
expansion. Of this, $DFC has given a soft 
loan of Rs 3.18 crore to the company and 
another Rs 67 lakh will come Iv way of 
government subsidy. The company has a col¬ 
laboration agreement with Far Eastern Ship¬ 
ping Services, Singapore and is sporting its 
oitire catch to Japan and South East Asian 
countris. The company has been promoted 
by a group of professionals headed by 
T Valsats)) (Managing Director), who is a 
technocraft with an engineering background. 
The company has been permitted by the 
government to operate four vssels on 
charter under collaboration agreement with 
the Singapore Arm. All the four vessels are 
already under operation. The company has 
been permitted to acquire four more trawlers 
through out-right purchase, lira of thse, 
being imported from Australia, will be in 
operation by August 1986. With these, for 
the Arst time in India, a company will be 
acquiring factory ships equipp^ with 
sorting, processing, packing and storage 
facilities on board. IWo other trawlers are 
under construction in the Indian shipyards 
and are expected to be delivered by the first 
half of 1987. Because of the on-board 
facilities for processing as well as cold 
storage, the turn arounjd time for all the four 
trawlers will be minimised, resulting in high 
proAubility. The company is also nego¬ 
tiating with a number of reputed inter¬ 
national companies for acquiring more 
trawlers, some of which are highly specia¬ 
lised and are expected to give the company 
a sizeable share of Indian marine product 
exports. The company is conAdent of 
exporting a minimum of Rs 200 lakh worth 
of marine products during 1986-87 and 
achieving a net proAt of over Rs 2S lakh. 
The board hopes to pay a dividend of 15 per 
cent on the enlaced capital. The new share¬ 
holders will be entitled to pro-rata 
distribution. 

Manager to the issue: Bank of Credit & 
Commerce International (Overseas) Ltd. 
Advisor to the issue: Mehta Financial 
Consultants A Management Services. 

Kmmonds Marshall, a proAt-making com¬ 
pany, is entering the capital market on June 
11 with a linked issue of 3.25 lakh equity 
shares of Rs 10 each and 32,S(X), 13 per cent 
secured non-convertible redeemable deben¬ 
tures of Rs 100 each, both at par. The com¬ 
pany was promoted by the J N Marshall 
Group in technical and Anandal collabora¬ 
tion with Firth Qeaveland Fastenings. The 
Group has business interests in numerous 
activities sudi as engineering, dectronks and 
edible oil equipment industries. It also acts 
as an agent in India for several well known 
European companies. The company manu¬ 
factures i^loc self-locking and other special 
nuts. Tha predominant liBatnre of a nyiwaiit 
is tlMt, unlike an ordinary nut, su^ a nut 


can never work loose. The functional value 
of the nyloc nuts and spedal nuts has 
already been established in India and 
diroad. These nuts are used by the auto- 
mc^ile sector. The company is now instal¬ 
ling a cold nut forming machine which will 
reduce material wastage and increase the 
productivity. The cold nutlmmer is being 
imported from Jyoto Macmnery company 
of Japan. According to S J Marshall, 
Managing Director, taking into considera¬ 
tion the upward trend in the vdiide industry, 
the company's reputation, and the assur^ 
returns from the modernisation programme, 
the Directors feel conAdent that, the 
company will be able to earn adequate 
proAts and declare a divident of 15 per cent 
for 1987. 

Manager to the issue: Standard Chartered 
Bank. 

Advisor to the issue: Central Bank of India. 

Vanin Shipping Company, a closely held 
company of the Khatau group operating 
since 1973, is going public by making a 
linked issue of 14 lakh equity shues of Rs 10 
eadi at a premium of Rs 2 per share and 1.40 
lakh 13 per cent secured non-convertible 
debentures of Rs 100 each at par. The com¬ 
pany has reserved 5.60 lakh shares and 
56,000 debentures for being issued to non¬ 
resident Indians on repatriation bans. The 
issue for NRIs will open on June 14 and for 
the Indian public on June 23. The additional 
funds being raised would be used for work¬ 
ing capital and for acquisition of specialised 
ships. The company has a Aeet of 6 ships 
comprising of four tankers and two oA'shore 
supply vessels. It is also in the process of 


acquiring one more tanker for which the 
government permission is expected shortly. 
The company’s three tankers are on long¬ 
term time charter with Indian Oil Corpora¬ 
tion and two offshore supply vessels are 
empli^d on long-term time charter with 
ONGC. The sixth ship is being used for 
import of vegetable oil and chemicals on 
behalf of STC. The company’s operations 
have been successful because of its efAcient 
management and close control over its costs. 
This has helped the company to earn good 
proAts in spite of severe recession that has 
engulfed the shipping industry. The com¬ 
pany earned a net proAt of about Rs 79 lakh 
in the year ended March 1985 and Rs 35 lakh 
in the 8 months ended November 1985 when 
it closed its accounts. The company declared 
a dividend of 20 per cent and a bonus of 
1:1 for 1984-83 and again a similar pro rata 
dividend of 20 per cent and a bonus of 1:1 
on increased share capital for the 8-month 
period. With share capital raised to Rs 96 
lakhs after bonus issue, the company issued 
Rights shares of Rs 64 lakhs to its existing 
shareholders bringing its share capital to a 
level of Rs 160 lakh. According to Arun 
Mehta, Managing Director, with the increase 
in number of ships, there will be deAnitely 
an increase in company’s freight income and 
profits. The company’s working for the 
current year has so fare been quite satisfac¬ 
tory and the directors are hopeful of declar¬ 
ing a minimum dividend of 12 per cent to 
which new shareholders will be entitled to 
on a pro rata basis. 


J 
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Manager to the issue: State Bank of India 
Advisor to the issue: CIFCO. 
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FROM OUR CORRESPONDENTS 
MAHARASHTRA 

Engulfed in Communal Fire 

A<i{{har Ali F^ngineer 


IT appears almost banal to say that com 
munal violence has become our way of tile 
uid yet how profoundly true it is When 
banalities begin to acquire profundity should 
we not be alarmed** But perhaps we have 
lost, as Iqbal said, our very sense of loss 
We are no longer alarmed even by the most 
dangerous developments Our intelligentsia 
has also fallen victim to the psychology of 
waiting for avatars and prophets 
In the sixties major nois used to take place 
one at a time and at comparatively long 
intervals In the seventies, except perhaps for 
the period of the emergency the inter'als 
became shorter In the late seventies many 
riots took place at much shorter intervals 
In the early eighties the interval became so 
short that I hardly hnished investigation of 
one major not before 1 had to lush to 
investigate another major one In 1981 1 
returned from Meerut and had hardly un 
packed my luggage when I had to dash otf 
to Baroda for investigating another not The 
situation worsened We had to investigate 
two riots simultaneously The rot has now 
gone deeper still Now I am at my wit s end 
as to how many riots I can investigate 
simultaneously** Nastk, Panvel, Nanded, 
Umapur in the Bced district or Aurangabad** 
Also linguistic riots in Kqlhapur and other 
towns on the Maharashtra Karnatak border 
The communal monster is out to suck the 
life-blood of secularism and we seem to be 
least disturbed It is true that every cituen 
of India has not gone communal and there 
IS enough sanity around But the low key 
sanity is being swamped by a flood ol fun 
daraentalism and religious revival It is also 
true that democratic consciousness does not 
always necessarily take a secular shape It 
can as well emerge, and much more so in a 
backward slowly developing capitalist coun 
try like India, in a communal form We aie 
witness to such emergence be it on the ques 
tion of conversions, or that of Ramjanam 
Bhoomi, Punjab or Muslim women’s mam 
tenance Modern changes bulldoze older 
traditions and ways of life and hence caste 
and communal identities provide the saving 
grace to the people Pragmatic or unscrupu 
ious politicians are no less eager to exploit 
such a situation All told we have vigorously 
reinforced communal tendencies The lowei 
classes, sunk deeper in traditions and in the 
absence of issue based and value oriented 
politics. And It expedient to acquire political 
clout through assertion of caste and com 
munal identities This process is on among 
all castes and communities it modern India 
In Maharashtra the Shiv Sena, Maratha 
Maha Sangh, Patit Pavan, etc, are products 
of this process Of course, there are several 


other factors as well which cannot be 
Ignored But all these cannot be discussed 
here In the current wave of communal 
violence in Maharashtra, specially m Nasik, 
Panvel and Aurangabad, our investigations 
show, the Shiv Sena has played major role 
Shiv Sena attracts its cadre, needless to say, 
from the lower and middle Hindu castes, 
many ol whom have made money one way 
or the other and are aspiring foi political 
clout Many ol them are anti socials and 
need a political cover for safe operitions 
These elements ire sunk deep in Maiatha 
traditions and ethos and exploit them 
politically The situation acquires the form 
of regional chauvinism or communal 
fascism depending on the circumstances 

The Sena has decided to widen its opera 
tional scope It is buisting out e f Bombay 
boundai les I he best bet tor establishing a 
political toe hold is exploding the communal 
bomb I he communal riots of May 1984 and 
some subsequent developments on similar 
lines brought the Sena to power in the 
Bombay Municipal C orporation I hese riots 
also enabled it to register its political 
presence in the fhane Bhivandi belt as well 
Of course it had its existenci in Ihant 
betorc But It further consolidated it through 
these riots I he Sena has now decided to 
make it in Nasik Panvel, Aurangabad and 
some other plav,cs And it is tcgistering its 
political presence by exploding eoinmanal 
bombs in all these places 

COMMUNAI VlOLLNt F IN NASIK 

Our investigating team is convinced that 
the Shiv Sena played the crucial role in 
fomenting communal trouble in Nasik and 
Panvel I irst we shall deal with what hap 
pened in Nasik 

It is an old theory that with certain 
exceptions communal riots generally take 
place in middle sized or big cities and towns 
The possibility of such riots in these cities 
and towns further increases if they happen 
to be industrially growing and ittracting 
migrant populations It one looks m this 
light at Nasik, Panvel and Aurangabad ihese 
arc all industrially growing townships attrac 
ting population f^rom other areas It is also 
to be remembered that the older parts of the 
township are more prone to communal 
V lolence than the newly developing areas for 
a number of reasons The richer people 
move out to the posh suburbs or peripheral 
areas with well laid out open spaces, struc 
tures and grounds The lower classes and 
poorer people continue to live in the older 
parts with congested houses and narrow 
lanes and by lanes in conditions of social 
and physical suffocation These congested 


areas also slowly become the breeding 
grounds for criminal and other ami-social 
elements What is more significant is that 
It IS the oido’ part of the town which remains 
the hub of political and commercial activi¬ 
ties All this makes the older parts of the 
township an ‘ideal’ centre for communalists 
Suffocating living conditions, increasing 
pressure of population, criminal activities 
and caste and communal politics complete 
the sociology of commumdism These areas 
with a greater hold of traditional religion 
and iitual oriented life become the recruiting 
giound for communal groups and parties 

It was no different in Nasik The Shiv 
Sena had been trying to establish its toot 
hold in this part of the city, i e the older 
part Communal violence also broke out in 
the older parts beginning with Shahid 
Hamid chowk vhere stone throwing occui 
red and police tiring look place Subsequent 
ly It spread to other older parts of the city 
mainly with mixed Hindu Muslim popula 
tionv Shiv Sena has been trying loi quite 
sometime to establish itself in Nasik which 
has I population of about 3 S lakh fht 
Muslim popul ition in this town is aioiind 
34 000oi which about 20(XX) livi in the old 
citv They mainlv live in Abdul Hamid 
C howK Badi Daigah Shatif kokni Pura 
Rigwaii Puia karipuia Miiltanpuia 
khatda khadkali, Panchad Cihai Jokwada 
itc 

1 he Muslims in Nasik city arc generally 
verv poor and educationally backward and 
sustain 1 very low key existence There are 
no communal groups or parties among 
them Neither Jamat e Islami nor Muslim 
league has an existence there Muslims arc 
either very poor or small sections like 
Bohras Khojas and Memons arc in middle 
level business and the Uoodhwala communi 
tv controls the milk supply There arc lew 
doctors and lawyers among them borne 
khojas and Memons own grape gardens A 
small number of Bohras are comparatively 
mote prosperous The rest of them are 
workers domestic servants, nckshaw pullers 
bidi woikers, etc More than 83 per cent are 
illiterate Muslims are not in senous business 
competition with other communities 

As Muslims maintain a very low key 
existence socially and politically, there has 
not been much scope for active communal 
conflict in this town T here has been hardly 
any history of communal violence A com¬ 
munal not had taken place here lasting over 
two days in 1946 People scratch their heads 
but can't come up with any other instance 
Hindu corihnun^ist organisations like the 
RSS also did not have much of a base here 
They had started functiomng during the last 
one decade only The Jan Sangh-BJP also 
can hardly boast of stronger roots Tlradi- 
tionally communal harmony prevailed Shiv 
Sena first registered its existence with saffron 
flags and black boards after the Bombay- 
Bhivandi nots in May 1984 It all started 
with Hindu localities but now saffron flags 
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and black boards with tiger heads are seen 
in the Muslim majority areas too Yet it is 
far from having a tirm basis in Nasik Most 
of the activities are earned out by volunteers 
coming from outside 

Not very surprisingly ‘the foreign lactor 
IS also absent in Nasik Hardly anyone has 
gone to the Gulf countries to bring back pro 
sperity 1 here are no major madrasas like 
in Malegaon in the same district, receiving 
any substantial aid from the Middle Last 
In Hyderabad Moradabad and several other 
places these things count in buildiitg up 
communal tensions So no Arab hand can 
be alleged to have been at work 

However there are some anti scKial aciivi 
ties among Muslims Some of them are 
engaged in peddling brown sugar illicit 
liquor and running gambling dens I here aie 
Hindus also in these activities but there is 
no serious competition as in Uaroda 
Ahmcdabad etc Some of the Hindu anti 
so lals aic of course joining Shiv Sena tor 
bettciing their piospccts 

I he bhiv Sena in oidci to stiikc loois 
among a section ot the Hindus lus started 
tanning the communal fia C hagan Bhujbal 
c\ mayor ot Bombay and an active membci 
ot Shiv Sena and Ram Kipsc a BIP Ml A 
tiom katyan made several visits to Nasik 
citv to explore the possibility ot taking out 
1 Rah \itra to celebrate the victory in the 
Raiiijanam Bhoomi Babri Mosque ease 
I hev jusntied the Vatia o” the giounds that 
the Nasik and Panehvati aeas have speciil 
signitieance as Ramdharli If hey also in 
sisted that the procession should pass 
through the Muslim localities Howcvci 
Muslims requested the authorities not to per 
nut the piocesaon to pass through Muslim 
areas as Muslims were unhappy over the 
ludgment in the Babn Mosque ease and thes 
had observed \aumt si>a/i (black dav) as i 
mark ol their protest The DSP accepted ihc 
Muslims request and permission to take out 
the Ramianam Bhoomi victoiy pioeession 
was denied On April 10 (ludi Padva day 
(which IS a Maharashliian testival) the pro 
cession was taken out without police pci mis 
Sion and a silver ‘rath was brought for the 
purpose Lushly decorated Bhujbal sat in 
It Bhujbal taking all the credit was hciwevei 
not liked by the Hindu Fkta Andolan as ihe 
Vaira was organised jointly by it the Shiv 
Sena Vishwa Hindu Parishad and BJP 
However as the Yatra was taken out without 
permission the rath was taken possession 
ot by the police and tiie leaders were 
arrested On April 12 and 11 Nasik bandh 
was declared and the atmosphere btcaine 
tense 

A procession was taken out subsequt ntly 
to install an idol of Oanesha When it passed 
through Ihe Muslim localities slogans like 
JO mange Pakiuan noh ja\e kabrauan 
(those who demand Pakistan should be scut 
to the graveyard) were shouted and gulal 
applied to Muslims especially those with 
beards, and caps of two Bohra Muslims were 


flung in the air However, Muslims showed 
restraint and nothing untoward happened 
An ex MIA Shania Ram Vavre, wrote an 
at tide m Gaokun (a Marathi daily from 
Nasik) condemning those who used abusive 
language against Muslims He also praised 
their tolerance Another paper Deshdoot 
commented cditoi tally, critieising the police 
for permitting the procession through the 
Muslim local! tv 

The Shiv Jv inti procession was planned 
lor May 10 Gn May 8 police inspector 
Gaik wad called a Peace C ommittcc meeting 
at which alongvvith four prominent Muslims 
Shiv Sena chid Rajendra Bagul and repre 
scntativcs ot tic RSS, BJP, Hindu Ekta 
Andolan and the Congress(I) were present 
Shanta Ram Vaiveot Congrcss(I) demanded 
a concrete progianimt for the Jayanti Bagul 
ot Shiv Seiii wanted Ka/i i Muslim 
representative to spell out the route ka^i 
said that as usual the procession should pass 
through Muslim localities Muslims would 
welcome the i rocessionists with iharhal 
(syruji) and cold water The city magistiate 
wl lie thinkinc the cominitiee mtmbeis 
req esied them not to allow weapons in the 
proc essiun to jiievcnt any untoward incident 
Tt e Shiv Sena mcitibeis objected to this and 
said without weapons they would not take 
out the pioeession 1 hen it was agreed that 
they would be tllovved to carry weapons like 
swoids As Shiv i|i is a national heio it w is 
decided th it ihe police peimission should be 
obtained by the Municipality and not by anv 
individual 

The procession was to start at 2 pm fiom 
Hamid Chowk but no one had arrived up 
to 110 pni Lven the Maharashtrian ladies 
who eonit toi the arti had not turned up 
Instead of 2' ii 10 groups in the past onlv 
eight groupe ciiiie to join the procession 
The groups troin mixed localities like Qi/i 
Gadi Azid(ht)wk Chohata ele also did 
not come Babe Khan the ex district f on 
giess president a'legtd that the Shiv ‘^ena 
besvs stoned eve n Hindu houses in these mix 
ed leieililies 

It was at abo it 4 pm that a group trom 
Shiv Sent and t gioup from Bahujana Vuwa 
Sangathan t entered the Chowk The latt,.i 
group took position ahead ol the Sen e pio 
bably because ii had antieiptted that the 
Sena men w inied to create tioubic and hence 
It wanted the procession to wend its way 
ihiough before anything happened Howcvei 
there was a minor seuftic between the Sen i 
and Bahiijan Saiigathana on this issue 
While thi sciitHs wis on son e pro ips ot 
Shis Sen i you'll entered the n mow uid con 
jested lanes and by lanes and began to dance 
with swords in their hands and shouted pio 
vocative slogans m front ot Muslim houses 

It IS alleged that at about 6 10 pm the Sena 
chief Bagul went to a mandir on a mam road 
in Hamid C how k and after puja raised both 
his hands holding coconuts which was 
Heated as a signal by the Sena volunteers 
who started attacking houses and shops ot 


Muslims By 9 pro a band of 50 to 60 youth 
was going round different areas looting and 
burning Muslim properties The police force 
was quite inadequate and remained a silent 
spectator It was around 9 pm that rein¬ 
forcements came 

As for the procession the Muslims say that 
members of the Bahujan Yuwa Sangathana 
passed peacefully after Ihe Muslims had 
offered them cold water and sharbat But 
the Shiv Sena volunteers behaved differently 
They caught one Muslim panwala and beat 
him up A Muslim youth Javed came to the 
panwala's rescue and the Sainiks tore his 
clothes and made him stark naked before a 
Congress(l) worker Rajendra Gupta saved 
them both One (ihulam Ghause, owner of 
a milk shop, was another target All his milk 
was spilt on the road, he was dragged out 
and attacked with a sword He is in the 
hospital in a serious condition 

It was when things began to go out ot con- 
tiol that the police resorted to firing Accor¬ 
ding lo a Time") of India report, “I.ooting 
and arson involving the processionists and 
anothci eommunitv, quickly spread through 
Bhadrakali S trkarwadi a id Panehvati areas 
ot the old tow n The roads there had a carpet 
ot glass splinters brick pieces stones and 
other missiles Ihe police ehowkie in 
Bhadiakali was also burnt’ 

The police had to resort to tiring at 10 
places and fired 40 rounds in which seven 
petsons wcie killed tour Hindus and three 
Muslims One Patti t Superintendent 
Fngiticci ot Mahaiashtra State Electricity 
Boaid, was stabbed to death as a result of 
mistaken identity while buying medicines for 
his ailing lather Thus the total death toll was 
8 with injured (72 aecoiding to another 
source) Police clamped curfew at about 9 
pm Ihe violence came slowly under con¬ 
trol alter the firing Aiound 200 persons 
were arrested by the police The loss of pro¬ 
perty IS variously estimated One source put 
It at rupees one crore 

The relieving teaturc of these riots was 
that Hindu neighbours in mixed localities 
gave shelter to the Muslims and were look 
inj. attei them and feeding them when our 
team visited the cilv Rajabhav, a neighbour 
ot Zubeidabi whose house was looted, look¬ 
ed after hci The women from Rajabhav’s 
family told us that Zubeidabi’s family has 
been living next dour tor many decades and 
It was then duty to look alter them in their 
lioui ot III il Ike eamc across many such in¬ 
stances of humanity \ke did not find any 
bitterness among Hindus and Muslims 
against each othei The violence was the 
handiwork ol Shiv Sena volunteers with an 
obvious politic a! purpose It was believed 
that they did it with m eve m the coming 
muiiieipal elections so that ihcv might get 
sympathy votes In view ol this some even 
suggested that municipal elections be put off 
tor a decade 
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Riots in Panvel 

Panvel is a small town on the Bombay- 
Pune road, around 60 km from Bombay. It 
is also an industrially burgeoning town with 
more and more industries coming up. The 
total population of Panvel i$ around 1,00,000 
of which 20,000 are Muslims. A section of 
Muslims IS in business and ate rdatively pro¬ 
sperous. Panvel’s population also, on ac¬ 
count of expanding industries and business, 
is on the increase. As there is a rice growing 
area nearby there are quite a few nee mills 
in Panvel. There are 14 rice mills in all of 
which 12 are run by Muslims on contract. 
In respect of rice mills it is a typical arrange¬ 
ment in this town that mills are owned by 
Hindus and are run by Muslims on contract. 
Quite a few rice mills under Muslims were 
damaged during the riots. It is worth in¬ 
vestigating further whether any business 
rivalry was behind this Most of the timber 
marts are also owned by Muslims. The 
Bohra Muslims on the other hand are mostly 
dealers in spare parts, hardware, cement, 
paints, etc. However, a large number of 
Muslims are quite poor and backward. The 
Muslims in Panvel too have a rather low-key 
existence. They are not aggressive politically 
A large number, being from Konkan speak 
Marathi fluently. 

Like in Nasik, the Shiv Sena is trying to 
establish its political existence in Panvel too. 
It has begun operating in Panvel for nearly 
two years now. A number of political leaders 
including B D Patil, MP, told us that the 
Sena was trying to create communal tension 
for the last one year or more. Panvel is other¬ 
wise a peace-loving town. There is absolutely 
no communal tension. The day we visited 
Panvel (May 21) there was a hartal and all 
shops were closed as a 22-year old boy, Vijay 
Ramdhana, injured in the riots on May 10 
had died, but still there was no communal 
tension. The shops were closed more out of 
fear than communal tension. 

We talked to a number of ordinary people 
with no political involvement and found that 
they had no communal rancour against each 
other. No one was expecting any trouble on 
the day of Shiv Jayanti and the atmosphere 
was quite relaxed even on that day and 
people were going about their work as usual. 
This clearly shows that communal riots, 
sometimes, if not always, are the handiwork 
of certain political vested interests. Even 
those who had tost everything in the riot, 
like Salma Mansoor Panvelwala and her hus¬ 
band, told us that there was and there still 
is no communal tension or rancour in the 
town. In fact the night the Panvelwalas* 
bungalow was attacked and looted, they had 
gone to Bombay. Had there been any fear 
they certainly would not have left their place 
unguarded. This was told to us by person 
after person. 

The atmosphere was so relaxed that even 
the police did not expect any trouble and did 
not make any special bandobust. The Assis¬ 
tant Commissioner of Police, Srivastav, in 
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charge of Panvel area is an impartial officer. 
He was also sure that things would go 
smoothly. According to Mahmud Maste; the 
leader of the Peasants and Workers Party in 
the Municipality had requested Inspector 
Pawar to arrange for 100 SRP jawans as a 
precautionary measure. Inspector Pawar 
promised to arrange for twice as many, but 
nothing was done. Perhaps the police did not 
think it necessary. There were very few 
policemen around when the trouble broke 
out. 

No one had any doubt that the Shiv Sena 
was behind the riots though there was dif¬ 
ference of opinion whether the riots were 
planned in advance or not. B D Patil had 
no doubt that the riots had been very well 
planned in advance and no one but the Shiv 
Sena was behind it. How could such 
widespread destruction of properties at 
widely distant places take place without 
prior planning, he asked. Cement concrete 
bungalows in New Panvel at a considerable 
distance from where the disturbances broke 
out in old Panvel were burnt and looted 
within 30-40 minutes of the outbreak of 
violence in the heart of the town. A number 
of rice milts and timber marts were 
simultaneously set ablaze How could all this 
happen without prior planning. Patil said. 

Mahmud Maste maintained on the other 
hand that the riots were not pre-planned. 
People running back to their respective areas 
from the procession created disturbances 
and set properties ablaze. Rumours also took 
their toll. He was, however, sure that many 
people had come from outside probably 
from Thane, Dombivli, etc, and according 
to him these outsiders were responsible for 
outbreak of violence. Also according to him, 
the local Shiv Sena leaders were not respon¬ 
sible. But Maste's position raises number of 
questions difficult to answer. Who brought 
these outsiders in the procession? If they 
came of their own why were they not iden¬ 
tified and kept under check? And if the riots 
were not pre-planned how could mobs from 
a town free from communal tension and 
without any prior preparation destroy pucca 
houses, rice mills and timber marts located 
in different areas on such a wide scale? Patil 
on being told of Maste’s position/tersely 
commented that he has to co-exist with the 
Shiv Sena in the Municipality 

In Panvel Municipality there are in all 32 
councillors of whom four are Muslims. The 
Municipality is controlled by a BJP, PWP 
and Janata alliance. Shiv Sena and the Con- 
gress(I) are in opposition. ‘Die Shiv Sena has 
five elected and one nominated members. 
The elections were held only last year. 
According to Moreshwar Patwardhan of 
BJP. who lost to the Shiv Sena in the 
Municipal election, the Shiv Sena was 
behind the disturbances, though the whole 
thing started after stones, soda water bot¬ 
tles and acid bombs were thrown from 
behind an Urdu school near the mosqua 
However, he was of the firm opinion that 


Ruivel had been free Aom thecutseof emn- 
munal tension and all, Hindus and Muslims, 
had lived in mutual harmony. He was very 
sorry that properties belonging to Bohra 
Muslims had been looted and set ablaze 
though they were peace-loving people and 
had always maintained good relations with 
all. They cannot be accused of harbouring 
communal feelings. He maintained that the 
Shiv Soia did all this to increase its vote- 
catching capacity. 

Gandhi, a young socialist, maintained 
that neither Muslims nor Hindus had plan¬ 
ned the riot. It was the handiwork of some 
mischievous elements. He also said that it 
was wrong to maintain that the Muslims 
were ‘prepared’ and had collected soda water 
bottles and stones. It was not unusual to 
have one or two such bottles in every house 
and stones could always be picked up from 
here and there. Some Muslims might have 
panicked and thrown bottles and stones in 
self-defence but it would be wrong to say that 
they had planned to do sa 

Tbe disturbances broke out when the Shiv 
Jayanti procession reached a narrow junc¬ 
tion known as Muslim Naka Masjid Accor¬ 
ding to Maste some of the processionists 
who had come from outside tried to change 
the route, entered a lane near the mosque 
and began shouting obscene slogans like 
lungi uthao, pungi bajao (lift the lungi and 
sound pungi, a big sized hollow shell) aimed 
at Muslims. This went on for a couple of 
minutes and some processionists also threw 
gulal inside the mosque when some stones 
were thrown on the procession. The proces¬ 
sion with some 4,0(X) people and leaders had 
already gone ahead. There was panic and the 
procession was disturbed and people began 
running helter-skelter. This happened around 
S.4S pm. The crowd ran into various side- 
lancs. A Hindu boy, aged 22, was struck with 
a sword and was badly injured in one of the 
side lanes. He came back to Masjid Naka 
and the ghastly sight served as an incitement. 
The boy subsequently died on May 21 in a 
Bombay hospital. On Jaydnti day two 
Muslims were also stabbed to death taking 
the toll to three in the Panvel riots. 

Strangely enough, in the Panvel riots 
mostly properties belonging to well-to-do 
sections were looted and destroyed. As 
pointed out, bungalows, rice mills, timber 
marts and other shops were burnt and 
looted. The loss was immense. Generally an 
estimate of Rs I crore is given. Bungalows 
in New Panvel belonging to two Bhora 
Muslim families were completely burnt and 
presented a ghastly scene days after the arson 
was committed. 

RIGHTS IN NANDEO 

Nanded is an important district town in 
the Marathwada region of Maharashtra. 
Pormerly it was in the Nizam state of 
Hyderatmd. Its population is around 2 lakh 
of whom around 70,000 are Muslims, As it 
was in Nizam state, h has considerabte vnikf 



properties whidi sometimes become the 
bone of contention causing communal 
tension. Nanded also has a significant Sikh 
population and the seomid most holy Ouixlr 
wan of the Skhs U located here, Gurdwam 
lands an alto cmisidenble; more than 2,000 
acres, according to tome peo|de Sikhs are 
genemlly affluent tnden. It also has a good 
number of Dalits who have also suffered a 
lot during caste riots in Manthwada. 

A tec^on of Musiims is in grain trade 
whereas some Muslims are in hardware and 
dectrical apidiancet business. A maiority of 
MusUitu are either petty shopkeepers, small 
vendors, dye-makers, mechanics or hold jobs 
in various sectors, specially in transport 
business. Gnnetally Dalits and poor Mu^ms 
live together in hutments. 

Here also municipal politics had its share 
in the riots. Last year elections woe held and 
the Congress(l) captured the municipality. 
The Coiigte$s(I) arid opposition parties are 
always out to malign each other. Such 
developments often become major or minor 
causes of communal conflagrations too. 
Nanded unfortunately has all the factors 
needed for the communal cauldron to boil 
over. It has a high ratio of Musiims in the 
population, it was in the Nizam state with 
Muslim domination and it has a lot of wakf 
properties. Yet fortunately Naitded’s record 
has not been very bad in terms of commuiud 
relations, which have been generally smooth. 
There were some communal clashes during 
the Razakar period bus ever since Nanded 
has remained comparatively quiet with 
minor skirmishes here and there. 

Recently a dispute b^ween the MSEB and 
wakf authorities which was decided in 
favour of the wakf had caused some com¬ 
munal tension, but it did not rise to boiling 
point. Hiere was also some dispute about 
a water connection being given to a Maruti 
temple which had sprung up overnight 
adjacent to a wakf land, causing some ten¬ 
sion on communal lines. A Congressd) 
councillor was alleged to be involved in erec¬ 
ting the Maruti temple. 

Conununal vioioice broke out in Nanded, 
as in other parts of Maharahstra, on the day 
of Shiv Jayanti. The Shiv Jayanti procession 
was jointd by many Muslim leaders in¬ 
cluding some Muslim League leaders too. 
However, there were some communal 
elements who shouted provocative slogans 
in front of two mosques on the route. One 
of the slogans shouted was Pakistan todo 
(break Pakistan). However, no untoward 
incident took place during the procession. 
The arson suddenly began after the proces¬ 
sion. 30-40 shops, mostly belonging to 
Muslims, were burnt and looted along the 
road ftom the Ouidwara to Habib Ddkies. 
Some Hindu shops were also burnt. There 
is a mixed population in this area. The ar¬ 
son and looting continued for two days and 
more shops were bund and looted. One ST 
Bus was also burnt and one municipal 
truck set ablaza IVvo policemen were stabb¬ 
ed. Oawlis and Rgjpuu who settled in 
Manthwada region tome genetadoni ago 
teaned to be in the forefront of the riots. 

BbUtieif obrerven feel that the Yuant 


Dada faction of the Congressd) was also 
involved in these disturbances alongwith 
some Hindu communalists. The purpose 
might be to destabiliie the S B Chavan 
government, or at least to give it a bad name 
The communal disturbances alto subse¬ 
quently spread to UmiqHir village in Seed 
district and Aurangabad. According to a 
Tmts India report published on May 15, 
S B Chavan himself admitted that “the 
recent riots in Nasik, Panvel and Nanded 
were pre-idanned. However, he declined to 
identify tte forces behind the disturbances” 
Chavan also said, according to the same 


INFILTRATION from Bangladesh seems to 
have become a perennial problem to the 
border states. As for West Bengal, the rul¬ 
ing Left Front, the Bortipr Security Force 
(BSF) and other similar agencies claim to 
have been maintaining a constant vigil on 
the border areas. StilL things are as bad as 
before and in some cases there is a marked 
deterioration in the situation. The May 7th 
third parliamentary poll in Bangladesh has 
caused further influx from across the border. 
Though no definite figure of the fresh entry 
into West Bengal is available statistics pro¬ 
vided by the Dipura government indicate the 
seriousness of the problem. Between April 
30 and May 8, more than II thousand 
Chakmas entered that tiny state from the 
Chittiujong Hill Thicts. They were all victims 
of poll violence. They said that they would 
not return home unless the Prime Minister 
Rajiv Gandhi personally took up their case 
with the Bangladesh government. 

This correspondent recently undertook a 
tour of the border districts both in north and 
south Bengal and tried to assess the gravity 
of the situation. At Dhulian, a tiny but brisk 
commercial centre in Murshidabad district 
the infiltrators are moving about scot-free 
in broad daylight. They are all inhabitants 
of Rajshahi, on the other bank of the river 
Padma. The increasing stress and strain of 
infiltration in the little town can easily be 
felt from its steadily rising population. 
According to an officiri of the municipality, 
these foreigners have concentrated in six out 
of 14 watds, where a large number of fake 
ration cards have been detected recently. At 
the nearby township of Arjunpur under 
Farakka Ps, the population is only 7,000, 
while the number of fake ration cards 
is about 9,000. At Dhulian scores of 
Bangladeshis can be seen sitting on the nver 
banks or loitering around the local cinema 
houses and the video centres. They seem 
least bothered about their entry and free 
movement in a foreign land. Other towns in 
the district like Suti-, Ourangabad, Lalgola, 
Bhagabangola Jalangi, Sagardhighi are 
equally thronged with the infiltrators. 

A fact-finding mission of an all-India 
party finds influx of similar nature in the 
adjacent district of Malda, where the 
vuliHnabie points of entry are Mahadipur, 
AdUffipur, Dalla, Singabad and Harishpur. 
Drey are all black listed by the authorities. 


report, that “it was unfortunate that some 
people were using the name of Shivaji to 
indulge in such activities. Some other fiCHces 
were also apparently responsible for the 
riots” 

These statements of the CM are enough 
to identify the forces involved in these distur¬ 
bances. (^r investigations also corrt^rate 
these observations. It must be said to 
Chavan’s credit that he is determined to 
punish the guilty and orders to this effect 
have been issued. This is quite unlike Vasant 
Dada’s behaviour who was openly patronis¬ 
ing the guilty during the May 1984 riots. 


but have never been plugged. The infiltrators 
in the region generally prefer dark fortnights 
for their operations. At Mahadipur, wttich 
has an official check-post, these elements 
have committed several dacoities. On the 
night of March 11, one such group encirded 
the Adampur village, looted the belongings 
of the inhabitants and molested their 
women. The sophisticated fire arms and care 
free manners of the miscreants indicate that 
they draw their strength and inspiration from 
a very powerful racket that has a base also 
in West Bengal. 

It should be mentioned that in the first 
half of March, this year, three suspected 
infiltrators were beaten to death by the 
villagers of Sindhia-Anandapur and 
Ambikapur. The fact-finding mission reports 
that the majority of the infiltrators from the 
northern side of Bangladesh, prefer the 
Islampur sub-division in West Oinajpur 
district in West Bengal because of logistic 
advantages. A narrow corridor, averaging 
between 10 and IS km in width, separating 
Bihar from Bangladesh, offer the infiltra¬ 
tors, particularly the non Bengali Muslims, 
the safest and easiest entry point. After 
entering West Bengal, the majority of these 
jieople sneak into Bihar, there they mingle 
with their brethren while the rest advance 
southward and settle down in the district of 
Malda. 

Though denied by the local police, con¬ 
tinuation of infiltration into Islampur has 
been admitted by a local Congressfl) MLA. 
The sub-divisional officer also admitted the 
fact, but denied the exact number. A pro¬ 
minent Congress(I) worker put the figure at 
1,(X)0 to 2,000 every month Infiltrators are 
equally active in other districts m north 
Bengal. At Shiliguri in Darjeeling district, 
there has been a tremendous influx of these 
people. At Haidar Para, they have walled up 
a large plot of land with a view to setting 
up a colony of their own. Shiliguri is a place 
of strategic importance. It has a sub- 
divisional headquarters and has a good 
intelligence network. Perhaps the foreigners 
feel that they are safe under the very nose 
of the law-enforcing authorities. These peo¬ 
ple are also moving freely up to Kuiseong, 
Darjeeling and Gangtok. They have their 
colonies in the tea-rich Jalpaiguri district 
and the adjacent Cooch Bihar. 

Infiltration poses an equally serious pro- 
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blem in south Bengal particularly ita the 
districts of Nadia and the North 24 Parganas 
Some tunc in the fourth week of March, this 
year, this correspondent came across a 
number of illegcJ entrants at Ranaghat, 
Gangnapur, Cede, Karimpur and Chapra. 
While travelling in a tram between Ranaghat 
and Bongaon, he found at least fifty such 
families enjoying a joy ride Many of them 
had Bangladesh currency notes of sanous 
denominations and a few were m possession 
of American dollars The Bongaon and 
Bashirhat sub divisions in North 24 
Parganas offer innumerable entry points In 
fact, the situation has deteriorated so much 
so that the infiltrators now hire motor 
vehicles to make iurther penetration inside 
West Bengal One such group was inter 
cepted at the Hakimpur border, same 
district, in January last There were about 
IDS men women and children They hired 
a truck and were proceeding towards 
Calcutta 

As for the metropolis it also bears the 
impact of infiltration 1 he rapidly increas 
mg congestion stands as a proof to it 1 he 
police have recently discovered a few dens 
in central Calcutta and the southern out 
skirts of the city Most of these people are 
Bhatia or Bihan Muslims They first con 
gregate at Metiabru?, the safest refuge for 
them From there they gradually fan out to 
Garden Reach, Kiddeiporc Wattgunge, 
Rajaba/ar Moulali Entaly and Chandni 
The moie affluent prefer Park Circus 

Infiltrators from Bangladesh have also 
been traced in New Delhi and Bombay 
About 1 200 of them have been identified 
in the New Seemapuri area in the Capital 
Thev have secured ration cards and of 
course, political patronage In Bombay, 
some people had been found encroaching on 
the pavements outside the office of the 
Police Commissioner in August last year 
They were eai ning a living by selling nar 
cotics and illicit liquor or doing some sun 
dry jobs in the nearby snack bars They were 
found in possession of fake Indian passports 
with the help of unscrupulous agents 

Almost a year ago, the West Bengal chief 
minister Jvoti Basu told the assembly that 
he had no definite information on any large 
scale infiltration He however added that 
“there is a scope to doubt that infiltrations 
have occurred ’ Jyoti Basu’s statement in the 
House on March 22, last year, indicates that 
between 1971 and 1981, the state's popula 
tion had nseii by 22 % per cent The district 
wise break up po nis out 26 per cent for the 
24 Parganas (both North and South), West 
Dinajpur 29 per cent, Darjeeling 28 per 
cent, t ooch Bihar 2S per cent and Nadia 
13 per cent 

k P Singh the sub divisional officer of 
Ranaghat in Nadia told this correspondent 
that the annual infiltration to each border 
ing police station area in the state varied bet 
ween 25 and 10 thousand bven if Singh’s 
claim proves to be a half truth, the acuteness 
of the problem can hardly be undercstunated 
According to Pandit Vishnukanta Shastri, 
president of the state unit of the Bharatiya 
Janata Pirv about one million Bangladeshis 
have illegally entered Wnt Bengal during the 
past five vears The largest infiltration, he 
said, has taken place tn the Bongaon sub 


division of the North 24 Baiganas Satya 
Bapuli, a veteran legislator told this cor* 
respondent that there were now about 2,000 
Bangladeshis detained in the Bashirhat sub- 
jail They were rounded up under the 
Foreigners Act 

The Inspector General of the BSP, R K 
Sharma also admits inflltration from across 
the border though he says that “it is not as 
serious as is being posed by a section of the 
local Press” During an interview, he told this 
correspondent that about 3(>,000 infiltrators 
were caught by the BSF personnel and the 
mobile task force in 1983 “The extent of in¬ 
filtration cannot be substantially more than 
the actual number of people caught”, he 
added However there are some over smart 
people in the state bureaucracy and police 
deptutment who pretend iimocence, although 
they fail to provide any satisfactory expUna 
tion for the sudden steep rise in thp state’s 
population, particularly in the border areas 

WHV IHL INUXIX’ 

What leads the Bangladeshis to cross over 
to the othei side'' The answei lies in the 
country s staggering poverty and increasing 
pressure on land The Chakmas who have 
recently infiltrated into Tfipura and have 
been provided shelter at Karbook Shilachhaii 
and Jalca retugee camps, tn a memorandum 
to Rajiv Gandhi said that they were deprived 
of their land by settlers from the plains and 
urged the Indian pnme minister to pressurise 
the lulers of Bangladesh to restore their 
cultivable plots to them 

In spite of the loud sounding statements 
by Dhaka s Foreign Secretary Humayun 
Rashid C howdhiiry that there was no in 
filtration trom Bangladesh and that the stan 
dard of living in that country was quite 
oatisfactory, the fact remains that Bangladesh 
IS still one oi the most under developed and 
deb ridden countries in the world Accor 
ding to a recent issue of the Bulletin of the 
Conterned Auan Scholars “the diamatic 
growth in landlessness has not been matched 
by a rise in employment opportunities and 
real wages tor agricultui il labourers Most 
of the infiltrators whom this correspondent 
came across belong to this category 

The continuing political uncertainties in 
Bangladesh offei another explanation for 
the influx Ever since the poll preparations 
started in that country the BSF and other 
agencies were asked to maintain a close 
watch on the border Nevertheless lot of 
people are reported to have crossed ovei to 
West Bengal and Tlipura The situation is 
markedly fluid in Bangladesh There are 
agents with well spread out network on both 
sides of the border to help infiltration The 
disguised encouragement of the Dhaka 
rulers can also be felt As soon as India 
announced that she would erect barbed wire 
fences along the border, there were lot of 
protests from the military rulers in Dhaka 
They described the fences as a defence struc 
ture and even tried to provoke border 
clashes President Ershad had already told 
an Indian correspondent on May 26 last year 
that his government would never take back 
the Bangladeshis 

On the Indian side too, a laige number 
of people seem to have a vested interest in 
encouraging infiltration They include 


politicBl dements as well as unonployed 
local youths and anti-soaal elements Many 
of the respondents to the survey undertaken 
by this correspondent also accused the BSP 
personnel—a chaige that has bewi partially 
admitted by the Inspector General 

As for the political leaders, they seldom 
confess their guilt The only excepuon seem 
to be a Congress(I) MLA at islainpur who 
confessed that he had issued identity cer¬ 
tificates to some people who later proved to 
be foreigners Conversely, the Left Front 
Chairman, Saroj Mukherjee once objected 
to the move by the electoral officers to ask 
people in border districts to produce their 
citizenship certificates, in violation of 
specific instrucuons from the Chief Election 
Commissioner of India On another occa 
Sion, he warned newsmen at a press con¬ 
ference that they should not make fuss over 
voting rights of persons from the other side 
of the border who had managed more than 
a six months stay in West Bengal There is 
no limit to indulgence when it comes to self 
interest Allegations are also heard against 
a legislator of the Forward Bloc, one of the 
constituents of the Left Front He is said to 
bt the chief patron ot the Bihari infiltrators 
in Calcutta and its outskirts The Con 
gress(I) too is involved in the game Accor 
ding to an estimate it was due to the instiga 
tion of the party that there had been i 
^0 per cent rise in the electorate in the 
Hanskhali Constituency in Nadia district 
Ihc sub divisional officer of Ranaghat 
Sinha said that certain Marxist Leninists too 
encouraged intiltration to create social ten 
Sion and law and order problem in the 
district 

On May 7 ArunNehiu the Minister tor 
Internal skurity told the Lok Sabha that the 
Centic would soon introduce a new system 
on entry from Bangladesh Alreadv the 
distiict administration have ceased to issue 
citizenship certificates But there seems te 
be none to bell the cat the political leaders 
In Burdwan district infiltrators aic being 
allowed to settle down by the supporters of 
a prominent Left I ront constituent 

Apart from infiltration, cattle lifting and 
cattle smuggling are two major problems in 
the border regions Cattles are either lifted 
from the adjacent West Bengal villages at the 
dead ot night or purchased from Haryana, 
Uttar Piadesh, Bihar and even Orissa and 
then smuggled out into Bangladesh This 
correspondent was a witness to some smug 
gling operations in the Islampur sub¬ 
division While the police pretend ignorance, 
the local people maintain a mysteiious 
silence out ot fear They are atraid of 
retaliation 

Crime along the border still continues 
unabated Dacoities by the Bangladesh 
criminals in the border villages seem to have 
a part of IiR of the inhabitants They hardly 
get any compensation or protection from the 
police or other authorities Distnct officials, 
whenever asked for an explanation, com 
plain of inadequate resources Anyway, their 
answers do not console the victims They are 
sandwitched between the politicians and m- 
filtrators and are permanently haunted hy 
hunger and terror For them, thior own coun 
try seems to have turned into a “No Man’s 
Und” 
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PUBLIC SECTOR 

NRI UmbreUa 
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SINCE its establishment one and a half 
years ago, the Rajiv Gandhi government has 
been pursuing an ambivalent policy in 
respect of public enterprises. This policy has 
been one of studied indifference bordering 
on hostility rather than of any serious 
concern for turning this potentially effective 
machine into a locomotive of the economy. 
It is true that the Prime Minister has been 
consistently supporting the concept of the 
public sector in his public speeches, but the 
fact remains that the World Bank-IMF 
trained policy-makers in his government as 
also the former private sector managers in 
the Union Council of Ministers have been 
jointly doing everything to undermine the 
little confidence left among public sector 
workers and engineers after decades of 
political manipulation. 

Not content with setting up a Monitoring 
Committee for public sector projects of over 
Rs 100 crore under the chairmanship of 
Ratan Tata who does not have either the 
experience or the expertise for the job, the 
government is now going full speed ahead 
with the idea, brewed in the air-tight 
corridors of Udyog Bhavan and North 
Block, to throw the core public enterprises 
in the oil, steel, coal, transport, power and 
engineering design sectors to the mercy of 
a non-resident Indian (NRI), M S Pathak, 
who, like many other NRIs in a hurry to 
make a quick buck, has opened a consul¬ 
tancy firm in the US in partnership with a 
few other NRIs. Pathak was a member of 
the Planning Commission as well as chair¬ 
man of Engineers India Ltd (EIL) till 
mid-1975 he was first relieved of member¬ 
ship of the Planning Commission and then 
resigned from EIL under a cloud. 

However, after a little over a decade since 
he quit the two coveted posts with the 
Government of India, Pathak is back with 
a bang. During the last decade, he First 
worked as an assistant to the vice-president 
(projects) of Bechtel, San Francisco, and 
then as an ordinary manager with Foster 
Wheeler of New Jersey. For all that Pathak 
has now suddenly emerged, in the view of 
the Government of India, as one of the most 
remarkable overseas brain banks available 
to India. He is now a key figure in policy¬ 
making on the public sector. On his assur¬ 
ance that all that the public sector required 
to perform well during the Seventh Plan was 
consuluncy advice by a joint venture com¬ 
pany to be formed with 51 per cent equity 
participation by a US company (USC) of 
NRIs and 49 per cent participation ^ 
domestic public sector units like BHEL, 
IOC, SAIL, ONOC, IRCON, RITES, 
NTF^ BIL, etc, the government has agreed 
to sft up such a joint venture compai^. A 


government notification in this regard was 
issued to various ministries towards the end 
of March. 

This notification makes interesting 
reading for it throws light on the spacious 
grounds on which major decisions like the 
present one arc made in the government. It 
stresses that “to improve productivity and 
achieve better managerial skills and to meet 
the challenges ahead, the Indian manage¬ 
ment and technological expertise may have 
to be upgraded as rapidly as possible’’. 
Pointing out that there has been “consider¬ 
able time and cost overruns noticed in the 
implementation of the large projects” 
causing thereby the ’Erosion of their viability 
as well as generation of adequate ilnancial 
resources vitally needed for the growth of 
the economy”, it contends that one of the 
“main reasons” behind all this has been that 
“the concerned enterprises have not ade¬ 
quately implemented management systems, 
based on modern concepts in the field of 
project management, strategic planning and 
various other specialised areas. Consultancy 
in these areas has also not been developed 
in our country mainly because of lack of 
consciousness of the client organisations in 
the industry and the government!’ 

The notification says that former member 
of the planning commission, M S Pathak, 
“has been articulating on the subject for the 
last several years” and “has suggested a new 
approach, which envisages setting up ot an 
organisation in India for rendering specia¬ 
lised management and technological services 
our public sector enterprises. This organisa¬ 
tion could be set up as a joint venture 
between one or more Indian public sectoi 
enterprises and an American company 
established by a group of highly qualified 
non-resident Indians”. All this follows the 
suggestions of Pathak. And what docs the 
mighty Government of India do, following 
the receipt of Pathak’s suggestions? Accord¬ 
ing to the notilicution, “the pioposal was 
considered by the government and after an 
indepth study had been conducted by an 
expert group constituted under the chair¬ 
manship of Shri D V Kapur, Secretary, 
Department ol Chemicals and Petrochemi¬ 
cals, it has been decided by the government 
to set up an organisation for management 
and specialised technological consultancy 
for rendering specialised management and 
service in the country ...” 

What should be the nature of this organi¬ 
sation? “A company owned and managed 
by non-resident Indians, having the back-up 
support of renowned consultancy organisa¬ 
tions, will be formed in USA. This company 
will then form a joint venture company in 
India WiUi selected public sector enterprises 


like BHEL, EIL, CIL, NTPC, SAIL, 
ONGC, RITES, IRCON, etc. The equity 
holding of the company would be on the 
basis of SI per cent by NRI American com¬ 
pany and 49 per cent by Indian participating 
companies!’ Since the NRI American com¬ 
pany would have SI per cent of the equity, 
it is obvious that the management of the new 
joint venture company would rest with 
Pathak and his associates. All of this is 
ptactly what was recommended by Pathak 
in his proposal submitted to the government 
last year. Pathak’s proposal, circulated by 
the then Union Heavy Industry secretary, 
D V Kapur, among public sector managers 
along with a questionnaire in April 1985 says 
that “day-to-day management of 1C [Indian 
Company] should he the responsibility of 
USC”. 

Further, Pathak’s proposal makes it clear 
that the real consultant for the joint venture 
company would be a US firm. Boor Allen 
Hamilton. “Management consultancy, being 
people-oriented, back up services will be best 
structured through a continuing agreement 
with a single specialist company. Of the 
world’s three largest management com¬ 
panies, Boor Allen Hamilton has responded 
positively to the prospect of working in 
India. . This proposal envisions a technical 
collaboration agreement between 1C and 
Boor Alien Hamilton!’ To make it further 
clear that the NRI firm has got nothing to 
offer, the proposal says that “as regards plant 
operations and maintenance, these activities 
arc substantially technology-driven. Back-up 
services will be best obtained through job- 
by-job arrangements between USC and 
overseas specialist companies!’ 

The gut issue in the whole deal is the 
quality of the services rendered by the NRI 
American company. The proposal says that 
“USC will suppoit 1C with its expertise 
including the seconding of NRI specialists 
to perform assignments in India”. Apart 
from nominating NRI specialists for the 
joint venture company, the NRI American 
firm has got nothing which it can offer. 
Essentially, the NRI American firm would 
play the role of a broker. And for what 
price? It would charge as much as two per 
cent of the total O and M costs for offering 
its so-called managerial advice on plant 
O and M (operation and maintenance); and 
as much as four per cent of the total pro¬ 
ject cost in the case ol execution of a 
new project. Further, each so-called NRI 
specialist to be nominated by the NRI 
American firm would be paid yearly 
emoluments of S 1,50,000 plus expenses. 

While the Government of India has 
already bought the idea, public sector 
engineers and managers are opposed to it 
on the ground that it would make the 
government spend additional money in areas 
where it need not. But they are fighting a 
losing battle if the march of events so far 
IS any indication. There is nothing on their 
side, except their commitment to and con¬ 
viction in the public sector philosophy. 
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Terrorists Act Used against 
Civil Rights Activist 

Janaki Nair 


UNI.IKE?, neighbouring Andhra Pradesh, 
where supposed ‘Nax.'ilitcs’ are ritually 
'annihilated' in ‘encounters’, or are at least 
beaten and tortured in police custody, 
Karnataka has been free of such a record, 
partly at least because Naxalism has not held 
comparable appeal in the countryside here. 
It was .something of a dubious first then 
when Nagari Rabiah, lecturer in English at 
the Bangalore University, was suddenly 
arrested on April 23 by the Karnataka Police 
under the arms act and the new Terrorists 
and Di.sruptive Activities (Prevention) 
Act 1985. 

The police claimed that after a burglary 
in the house of Jayachandra, a cache of arms 
had been found Irom where a tenant, 
Bhaskar, lesidcd. The police alleged that 
Bhaskar, who is absconding, had been intro¬ 
duced by Babiah earlier. They said they had 
arrested Babiah on April 24 as he was seen 
boarding a bus to Chitoor (in Andhra 
Pradesh) and had even recovered some 25 
12-bore cartridges from his person. 

Babiah's family, however, said that he had 
been called out of his house on some pretext 
on April 23 morning, and was then bundled 
Into a police jeep and taken away. They 
reappeared in the afternoon to raid the house 
and then took Babiah away again leaving no 
clue as to where they were taking him. 

Babiah's arrest would perhaps have passed 
unnoticed had it not been for the fact that 
he is an active member of the Karnataka 
Civil l,ibertics Committee, formed in 1984. 
Babiah's son got in touch with Hassan 
Mansoor, also an English lecturer and 
member of the KCTX, who went from pillar 
to post trying to establish Babiah’s where- 
altouts. "We even went to the very police 
Station where Babiah was lodged but we 
could not ascertain whether he was there. 
Several high up police officials were not able 
to help us. We went through hell for a few 
days”, said Mansoor. Babiah, meanwhile, 
had been produced before a magistrate at 
the magistrate's residence on April 25 and 
his remand in police custody extended till 
April 30. Babiah was expected to be pro¬ 
duced again before a magistrate on April 30 
between 11 am and 5 pm. 

However at 10.30 am on April 30, accord¬ 
ing to Babiah’s lawyer C H Hanumantharaya, 
the Karnataka police met the magistrate in 
his chamber and sought a further extension 
of Babiah’s remand in police custody, and 
got an extension till May 2. When the lawyer 
came to know that Babiah had in fact not 
been produced before the magistrate, he met 


the magistrate and persuaded him to re¬ 
consider his decision on the plea that he had 
been deceived. Babiah was then asked to be 
produced again in the afternoon, when the 
magistrate decided in favour of remanding 
Babiah to judicial custody till May 2. 

It was only at that stage that the Andhra 
police made their presence known. A part 
of the Special Ih-sk Force of Andhra, 
specifically created to counter Naxalism, led 
by Shivarama Raju had t>een in Bangalore 
since Babiah’s arrest and had been question¬ 
ing him on his alleged links with the EVople’s 
War group led by Seetharamiah. Babiah’s 
lawyer Hanumanthaiaya said that in his 
statement which he made, on April 30 after¬ 
noon, the civil rights activist had said that 
he had never been produced before any 
magistrate at all and that he had been 
tortured and questioned in prison by the 
Andhra police, despite his stating titat he had 
no knowledge of the People’s War group or 
its members. 

The Andhra police had in the meantime 
submitted a petition for the custody of 
Babiah in connection with Seetharamiah’s 
escape from Osmania Hospital in 1984 and 
asked that he may be taken to Andhra to 
“identify some people and places”. While 
arguing against the necessity of even admit¬ 
ting such a petition, Hanumantharaya said 
that Babiah could tie questioned in the 
presence of his attorney if necessary. In their 
submission to the court of Magistrate 
Indudhar, the AP police claimed that 
Seetharamiah had come to Bangalore in a 
car after his escape and had been harboured 
by Babiah, and had also been examined by 
two doctors, both of whom, they claimed, 
had identified photographs of the escaped 
Naxalite. They also stated that several o^er 
civil rights campaigners had established con¬ 
tacts where Naxalites coidd safely stay in 
Karnataka. 

Babiah, who is a blood-|»essure patient, 
is currently in the Central Jail hospital and 
will not be moved out till after May 19 under 
doctor’s orders. Meanwhile, an interim bail 
order was received which disallowed Andhra 
Pradesh police from arresting Babiah till 
May 16. Hanumantharaya also pleaded in 
court that the court could not try cases 
under the new act, which required the crea¬ 
tion of a special court As had been done in 
Andhra Pradesh. 

KCLC activists, however, suspect that 
there may be some ctHinection between 
Babiah’s arrest and the role Babiah 
in producing witnesses before the ins^ 


Kulkarni Commission, enquirii^ into the 
Dolice firing after riots following the death 
in lock-up of Munna, a resident of the 
predominantly Muslim area. The commis¬ 
sion, which began its hearings only in 
January 1986 although the incident occurred 
in 1984, had met just before the arrest of 
Babiah, on April 23. 

City police commissioner, P G Haiamkar, 
however, was visibly annoyed that any such 
link had been suggested. “We need not have 
waited for two years to arrest him, if that 
were the case”, he said. He added, “Anyway, 
who are these people to conduct an in¬ 
vestigation of their own? They have no 
authority’’ SigniHcantly, he kept referring to 
the KCLC as the PUCL, of which there is 
a rather inactive branch in Bangalore. 

Babiah’s arrest has been the occasion for 
a show of solidarity among the three civil 
rights groups, KCLC, PUCL, and People’s 
Right’s Committee, who with some women’s 
organisations, labour unions, and teachers' 
unions have expressed shock at the use of 
the Terrorist Act in Karnataka, and have 
asked the ruling Janata Party to pressurise 
the Centre to drop it. They fear that should 
Babiah be allowed to be taken across the 
border into Andhra Pradesh, his fate will be 
sealed, since the Andhra Pradesh police are 
renowned for their ruthlessness. The Andhra 
police force contingent who were prominent 
in the courtroom during the hearing of their 
remand petition, apparently even expressed 
surprise that such inordinate interest had 
been shown in the case by “unconcerned” 
civil rights activists. 

The Karnataka police, however, have not 
been slow to pick up the traits from their 
colleagues across the border. Halarnkar 
persisted in using the teem “incriminating 
material” for what was found in Babiah’s 
house during the raid, though it was later 
found to consist of printed material pertain¬ 
ing to some Naxal groups. Since Babiah is 
currently working on a thesis on Christopher 
Caudwell, it is more than likely that some 
Marxist texts have also been construed as 
“incriminating”. 

The civil rights groups naturally feel that 
any such linking of their units with Naxalite 
groups is extremely damaging to their 
reputation. KCLC activists claimed tliat 
since 1984 they had been involved in the case 
where 3(X)0i Soliga tribals of the Biligiri 
Rangana Hills were displaced by the forest 
department They also assisted in the identi¬ 
fication of l>onded labour in the Kolar 
district, for which they received accolades 
from no less than the Rund Devdopment 
Minister Nazir Sab. Thev also organised 
demonstrations and protests against the 
slum demolitions In the dty. of this is 
within the parameters of what is constitu¬ 
tional. aod . liidcing us with extremists is only 
mi Msmiif p tarnUth our imagsf’. said a 
KC^-h^visL, 
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Afghanistan: Edging Closer 

lii%vi!ence Lifschultz 


GENEVA: The seventh round of the Geneva 
‘proximity’ talks adjourned on May 23 after 
three weeks of what negotiators termed a 
'marathon effort’ to conclude an agreement. 
The talks will resume on July 30 after the 
Pakistan and Afghan delegations have con¬ 
sulted their respective governments and 
allies. Speaking to journalists at the end of 
the session, Diego Cordovez, the UN 
mediator who has presided over the negotia¬ 
tions for more than four years, said that 
unlike the past where he had been criticised 
for undue optimism, he was now authoris¬ 
ed to say unequivocally that both parties to 
the negotiations believed "substantial and 
signifleant” progress towards concluding an 
agreement had been made. He said, “The 
document is almost complete. The wording 
of only two paragraphs remain outstanding!’ 

The May session was designed to hammer 
out a settlement of Afghanistan’s civil war, 
which among other elements would lead to 
a withdrawal of Soviet forces. Mo.st of the 
three-week session concerned the precise tex¬ 
tual development of what is known as the 
'fourth and final instrument’. The text of the 
first three instruments, relating to the prin¬ 
ciples of non-interference, the declaration of 
international guarantees, and the basis for 
the voluntary return of refuged were settled 
during the negotiations last year. The fourth 
instrument contains crucial provisions which 
will link the terms of withdrawal with 
simultaneous enforcement of non-inter¬ 
ference across international borders. There 
are nine sections to the fourth instrument. 
The textual wording of seven parts has been 
settled by the two sides. Although the UN 
negotiator, Cordovez, and the respective 
delegations from Pakistan and Afghanistan, 
refused to discuss the unsettled elements, an 
Asian diplomatic source in Geneva in touch 
with the proceedings identified the final two 
as concerning the procedure for verifying the 
settlement once it is underway, and the 
actual time-frame in which Soviet forces will 
be withdrawn. 

What is now under discussion is the possi¬ 
ble formation of an international commis¬ 
sion which will oversee the enforcement and 
implementation of the agreement, its struc¬ 
ture and composition is piesently being in¬ 
vestigated. Geneva sources suggest that a 
four nation body, reminiscoit of Indochina’s 
International Control Commission (ICC), 
yet with significantly more teeth to it and 
within the framework of an ‘implementabie’ 
agreement, as distinct from the 1954 Indo¬ 
china accords, could emerge to direct the set¬ 
tlement through its various stages of enforce¬ 
ment. It has been suggested that the com¬ 
position of such a commission may involve 
rflaiivety ipore hidepentfottt Hmcs: ftoid the 


West and East, perhaps Switzerland and 
Rumania, alongside two comparatively 
neutral Third World states from the ranks 
of the non-aligned movement, yet with iden¬ 
tifiable alignments—such as Mexico or 
Ihnzania. As of yet no speciHc governmems 
have been invited to join such a commission. 
Before talks are resumed in July the precise 
mechanism by which an agreement may be 
verified and observed through its various 
stages will be discussed, and then negotiators 
hope, it shall be finally settled when the talks 
reopen. 

The last element within the fourth instru¬ 
ment concerns the actual withdrawal of 
Soviet forces. Although a wide gap is said 
to exist between the two sides, this is believed 
to be the final formal diplomatic posture on 
both sides. The Pakistanis and the United 
States have called for a six-month time- 
frame. The Soviets have at moments sug¬ 
gested eighteen months. The expected com¬ 
promise will be somewhere in the middle 
Nevertheless, the Soviet Union made clear 
through two public statements during the 
Geneva negotiations that it was prepared to 
set a schedule for withdrawal. Anatoly 
Dobrynin, director of the Soviet Central 
Committee's influential intmtationai depart¬ 
ment, stated in an article published on May 
21 in the Czech Communist Party paper 
Rude Pravo that the Soviet Union and 
Afghanistan had agreed on a timetable for 
a phased withdrawal of Soviet military 
forces. Dobrynin declared, “In the near 
future, the Soviet Union would like to 
withdraw Soviet forces that are in Afgha¬ 
nistan ... A timetable of their phased 
withdrawal has already been agreed with the 
Afghan sid^’ He emphasised that the United 
Nations sponsored talks on Afghanistan 
were advancing towards a "decisive stage’’. 
A week earlier, in Moscow, Dobrynin had 
delivered a similar message while addressing 
a meeting of the international council of the 
AfrO'Asian Solidarity Organisation. He 
stated that the Soviet Union’s implementa¬ 
tion of a withdrawal schedule was waiting 
only for the finalisation of a political set¬ 
tlement before being put into practice. 

When the talks opened on May 3, it was 
annouiiced that Babrak Karmal had stepped 
down from the leadership of the People’s 
Democratic Party of Afghaitistan. In Geneva 
this was interpreted as an affirmation of 
previous Soviet indications, given three years 
ago that once an agreement was imminent, 
they would initiate changes in Kabul that 
would enhance the prospects of a negotiated 
settlement. 

Although no official Soviet presence 
existed at the present round, a high-level 
Sotrte team mnained in Geneva throughout 


the three weeks of discussions. It was headed 
by Nikolai Koserev who currently is one of 
the Kermlin’s senior most officials in Kabul, 
and Victor Kosolov, the Soviet Foreign 
Ministry’s international legal expert. They 
were in Geneva for the purpose of pioviding 
precise advice and direction to the Afghan 
delegation. 

The UN mediator, Diego Cordovez, ex¬ 
pressed at the conclusion of the talks his 
“disappointment" that the May round had 
not completed the final drafting of the text. 
He said, however, that he shared with the 
negotiating parties the conviction that the 
document must be “a well-consideted’’ in¬ 
strument. “It IS a complex and unique legal 
document’’, he said, “I believe legal scholars 
and students of international relations will 
perhaps be preparing books on the technical 
provisions of this work in the years ahead.” 
He also stated that careful consideration had 
been given to the concerns of exile Afghans, 
both among the Mujahideen and elements 
not identified with the Peshawar-based 
groups, for a voice in the implementation 
of the agreement Cordovez concluded his 
statement on the negotiations by emphasis¬ 
ing that a successful dgiecmciit would 
require broad international political support. 
If during this period betoie discussions 
lesuine in late July, the negotiating p.irtics 
and the United Nations are able to build 
additional political support for the agicc- 
ment, then, he argued, the delay would be 
constructive 


Ataah I.z'axing and Indutilrit-s 

ATASH LEASING AND INDCSIRILS, 
leadei in the production ol ammonium 
nitrate, is diversifying into consumci pro 
ducts. It has entered into a franchise agree¬ 
ment with Parle Beverages. Bombay, to 
manufacture ‘Frooti’ and *Appy’ and other 
fruit juice based drinks. ‘Frooti’ is a mango 
based fruit drink packed in tetra-pak ascep- 
tic containers of 200 ml each. ‘Appy’, is an 
apple juice based drink. A special feature 
of these drinks is that no bottles are re¬ 
quired, as tetra-pak containers are disposable 
and convenient in handling. Shelf life of the 
product is over three months Because of the 
special feature of the container, one plant 
can satisfy a large territory unlike bottling 
plants where one bottling plant can feed only 
one city. According to Nusli R Davar, Vice 
Chairman of Atash, the project entail an 
investment of around Rs 5 crore in the first 
phase and would cater to the market of UP, 
Rahasthan and Delhi. The turnover in the 
first phase would be around Rs 20 ciore and 
the project is likely to be implemented within 
10 months. The advantage of the technology 
provided by Parle is that the capacity can 
be doubled in future, with the addition ol 
a further Rs 2.5 crore worili of plant and 
machinery. 
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PERSPECTIVES 


Growing ‘Governmental Lawlessness’ 

A R Desai 


I 

RULERS of Independent India, since Indira 
Gandhi's regime and more particularly 
during the last year and a half of Rajiv 
Gandhi’s regime, are sternly ordering the 
ordinary citi/ens of India that they should 
strictly observe the ‘rule of law’ and ‘mam 
tain order’ The Rulers proclaim that India 
IS the youngest and largest democracy and, 
therefore, citizens should not only enjoy the 
rights given to them by the Constitution and 
by legislation but also perform their duties, 
without deviation, enjoined upon them to 
see that ‘law and order’ is not jeopardised 
In fact the insistence of the rulers that 
atizens perform their duties has acquired 
greater intensity than the exeruse of their 
rights by citizens The rulers have introduc¬ 
ed special amendments in the Constitution 
incorporating a new section on ‘Duties of 
Citizens’ and have also passed numerous 
laws, ordinances and even modifications in 
the sections proclaiming tundamental rights 
which have curbed and nullified some of the 
rights embodied in the Constitution The 
rulers have acquired additional extraordinary 
powers lo see that citizens maintain ‘law and 
order’ 

II 

Even an elementary text book of political 
saence states that the essence of democracy 
IS ‘rule of law’ Further it is also assumed 
that democracy implies certain moral and 
ethical presuppositions Some nl them are 
as follows 

(i) Government and citizens both are sub 
ject to the rule of taw 

(ii) Laws are not arbitrary tiats of the 
government, but are rules of conduct laid 
down by eithci a Constituent Assembly, i e. 
Constitutional law laying down basic norms, 
goals, assumptions rights and duties for 
citizens as well as for the government, or that 
enacted by a duly elected legislature It 
implies that the government can exercise its 
powers only within the limits of the laws laid 
down by the Constitution or enacted by 
legislative bodies 

( 111 ) One ot the crucial aspects of demo 
cratic rule is that the government is also en 
joined to obey and exercise its powers only 
within the framework of ‘rule of law’ 
Lawlessness or violation of laws by the 
government oi its various agencies has to be 
seen as more dangerous to demociacy than 
the violations of the law by individuals or 
groups of citizens, because the government 
possesses powers ordinarily denied to 
citizens The public authorities in a 
democracy are not masters but servants of 
the citizens to see that the ‘rule ot law’ pro 
pcrly prevails 

In India violation of laws by citizens, 
particularly by those who constitute the vast 
majority ot poor ordinary citizens, are 
located and penalised zealously, almost with 
a frenzied ruthlessness by the State 


authorities But the day-to-day violation of 
the law in the form of laws being ignored, 
not implemented or openly flouted by the 
guardians of ‘law and order’ are not merely 
overlooked but even permitted openly They 
are hardly taken note of or seriously penahs- 
ed The rulers and the wielders of mass 
media, controlled basically by big vested 
interests who profit from the government’s 
jpolicy of economic development and ped¬ 
dlers of so-called religious and spiritual 
values, functioning as spiritual godmen or 
heads of different religious establishments, 
have not paid attention to the alarming 
situation that has been emerging m the coun¬ 
try as a consequence of rulers not observ¬ 
ing the ‘rule ol law’ and flagrantly using 
their powers in violation of the limits which 
have been laid down for them 

III 

Upend 1 Basi has in his thought 
provoking, analytical but relatively less 
noticed work “The Crisis of the Indian Legal 
System” (Vikas 1982, pp 21 29) drawn 
attention to this phenomenon, characteris¬ 
ed by him as ‘governmental lawlessness’ 
Baxi distinguishes ‘governmental lawless 
ness’ from the government using arbitrary 
powers acquired through legislation or 
ordinances permitted by the Constitution 
He also distinguishes ‘‘the State’s weak com 
mitment to the rule of values” from ‘govern 
mental lawlessness* This differentiation he 
formulates in the following manner 

The State s weak commitment to the rule 
of values (for substantive justice values) is 
one aspect of the problem The other is the 
State’s own inability or unwilhngness to obey 
the rules that it itseli makes The latter may 
well called government lawlessness (Baxi 
pp 22-29) 

Governmental lawlessness thus implies 
non adherance to duties imposed by law by 
government in general or any agency of the 
government It means non-obedience, non¬ 
performance or even active flouting of the 
laws which are enacted constitutionally or 
by duly constituted legal authorities, and for 
whose proper implementation and observa¬ 
nce the public authorities arc assigned 
powers denied to ordinary citizens 

IV 

In India, governmental lawlessness has 
acquired alarming proportion and has reach¬ 
ed such a stage that, in the words of Baxi, 
It has acquired high visibility The lawless¬ 
ness of the government and its various agen 
cies has reached such bizzare proportions 
that It IS increasingly becoming difficult for 
ordinary ciuzens even to exercise their nghts 
which are given to them by ‘law’ In fact, the 
lawlessness of government has reach^ a 
stage when not merely are auzens obstructed 
from enjotng their rights, but are punished 
if they assert that such violation of rights 
be rectified and criminals duly pumshed by 


public authorities 

The lawlessness of the govonment mam- 
fests Itself in so many ways that it has 
become increasingly difficult for millions of 
citizens to even perform their day-to-day 
activities peacefully and in norm^ legal 
ways In spite of this the various forms which 
governmental lawlessness takes are hwdly 
understood, studied or analysed so as to 
grasp their monstrous implications for the 
normal functioning of even law-abiding or¬ 
dinary citizens 

Baxi deserves to be complimented for 
systematically analysing the various forms 
in which governmental lawlessness mamfest 
Itself, to my knowledge, for the first time in 
a focused manner (pp 24-29) 


Governmental lawlessness, though taking 
many forms, can be classified into follow 
ing broad categories 

(1) Governmental lawlessness as mani¬ 
fested in default or deliberate violation or 
active abetting in non-implementation of 
laws which have been actually passed by the 
State 

(2) Governmental lawlessness as mani 
fested in violation of laws and rules laid 
down for the pohee, when a citizen is placed 
in custody in pohee station or for the prison 
authorities when a citizen is put in jail, as 
an uiidcrtrial, or as a convicted prisoner 

(1) Governmental lawlessness manifests 
Itself also very often in the form of “the 
governmental directions to the bureaucrats 
that the provisions of enacted laws may be 
disregarded, sometimes even at the point of 
sanctions within the bureaucratic structure 
NVhile the law is categorical on the point that 
an administrative instruction cannot be per 
mitted to interfere with, or prevail over, 
statutory provisions, such directions are 
quite frequently issued and they quite effec¬ 
tively prevail over the statute for the simple 
reason that not ail these can be brought for 
judicial scrutiny” (Baxi, p 24) As Baxi points 
out, “the use of administrative direction to 
statutory authorities is common in routine 
governmental context Even officials who are 
entrusted with the task of deciding disputes 
between the State and the citizens are 
required to act under departmental direc¬ 
tions. often not wholly consistent with the 
letter and spirit of the law and sometimes 
wen in contradiction to the law declared by 
Courts including the Supreme Court of 
India Such directions also operate at the 
level of law enforcement, especially in police 
organisation and the executive magistracy 
But this was a fact which was realised bf 
middle class Indians sharply during the 
\915-n Emergenc/,’ (Baxi, pp 24-2S) though 
it has been forgotten subsequently 

(4) Governmental lawlessness manifests 
Itself “in the systematic discriminatory law 
enforcement practices and pobcies” (Baxi, 
p 26) by public authorities This form of 
disenminatory law enforcement reveals itself 
“in the matter of exercise in invmtigatory, 
prosecuting powers of enforcement authori¬ 
ties” as revealed by the fact that “the 
incidence of being caught ui the netaiork ot 



lew eBfofcement is high for the pennil^ 
poor «s distinct from the rich and the 
resourceful” (BSxi, p 27). Even the judiciary 
is not free from this dud standard of justice 
Justice Krishna Iyer characterise this 
discriminatory approach towards rich as a 
"soft justice syndrome”. 

(5) The fifth manifestation of governmen¬ 
tal lawlessness emerges from the fourth one 
It is revealed in the fact of the emergence 
of a privileged class, which is virtually 
beyond the law. This class includes the rich 
and resourceful, also captains of industry 
and of the ‘parsdlel’ or ‘black* economy, as 
well as those who belong to the political par¬ 
ties, holdii^ ministerial positions, and to 
ceruun sections of bureaucracy. Some of the 
members of this class, if they fall out of 
goodwill with those in power may sometimes 
be prosecuted. However, on the whole, this 
privileged class is not only impervious to law 
enforcement, but openly, even flagrantly, 
repudiates legality and rule of law. Some of 
them go even further and claim, like some 
of the ministers and their favourites, 
immunity or exception from laws and rules 
(Baxi, p 28). 

(6) The sixth manifestation of governmen¬ 
tal lawlessness is in the form of 'tomiption” 
which broadly means “abuse of public power 
for individud, and for political gain”. Baxi 
while analysing this aspect of governmen¬ 
tal lawlessness refers to the Report of 
Santhanam Committee submitted as early 
as 1964 which exposed the widespread and 
massive corruption prevailing in dl areas of 
governmental activities, comprising of 
executive corruption, corruption by tax col¬ 
lection agencies as well as corruption prevdi- 
ing even in the judiciary. Qovernmental 
lawlessness in the form of corruption is 
hydra-headed. It does not restrict itself only 
to the above mentioned forms. It is practis¬ 
ed in the form of extracting ‘speed money’. 
“Rdsing election funds for politied parties, 
especidly the ruling parties at the Centre and 
the state levels, by evolving devices which 
directly violate relevant laws and rules... It 
also manifests itself in the emeigence, spread 
and operation of black money which has 
acquired the dimension of a parallel 
economy which is impossible without 
tolerance and collusion 1^ the governmen- 
td authorities” (Baxi, p 23). 

This aspect of governmental lawlessness 
has assumed such grave dimensions and, as 
Baxi pithily puts it, ‘‘is not widespread and 
structured as to contribute to the growing 
tendency of erosion of the notion of legality 
and the rule of law, both in the sense of 
“lawyers* law” and that of substantive 
justice”. (Baxi, p 23). 

VI 

In a short article it is di^icult to highlight 
in full the horrendous implications of di the 
varied manifestations of governmental law¬ 
lessness for the lives of the overwhelming 
majority of the citizens. VWe will point out 
the frightful impact of only one category of 
governmentd lawlessness affecting specific 
sections of Indian people. 

The Constitution has outlawed un- 
touchability. A spedd law in the form of 
‘Hhe A^Ution on Untoudiability Act” was 
pa^hg^fteUaiBCiit. lb make the impUca- 


tion of this law more effective, another 
enactment was passed entitled “The Civil 
Rights Protection Act, 1976”. It even gave 
spedd powers to the public authorities to 
eradicate this inhuman practice in the form 
of authority to levy collective fines, or pro- 
daiffl certdn areas as ‘disturbed* wherein un- 
touchability was found to be persisting in 
very virulent forma 

What has been the situation after 36 years 
of Independence with regard to the strict 
enforeement of these constitution and legal 
enactments? How seriously and promptly 
have the public authorities performed their 
duties with regard to enforcing these laws 
and punishing the perpetrators of these 
heinous crimes agdnst crores of Indian 
dtizena These crimes are not ordinary viola¬ 
tions of law by stray individuals or affec¬ 
ting a few persons. They are offences in the 
nature of inflicting economic, political, 
social and religious-culturd discrimination 
as well, indulging in constant harassment and 
assaults on millions of citizens. These are 
crimes committed against millions of 
citizens who are dubbed as outcastes by the 
most monstrous institution of discrimina¬ 
tion evolved by Hindu society. 

Numerous studies, including even govern¬ 
mental reports such as the Reports publish¬ 
ed by the Commissioner of Scheduled Castes 
and Scheduled Tribes, reveal that even after 
35 years of Independence the practice of un- 
touchability is openly and brazenly practis¬ 
ed on an extensive scale all over India, with 
greater intensity and brutality in the rural 
areas. 

As pointed out by IP Desai in his scholarly 
study on Rural Untouchability in the State 
of Gujarat” (Popular Prakashan, 1975), in 
70 per cent of the villages discrimination is 
continuing with regard to even to access to 
water. This open violation is not only con¬ 
doned and tolerated, but even enforced with 
the public authorities themselves par¬ 
ticipating in it. Instead of punishing the 
praetjoners of untouchability, they adopt 
very cunning and dubious measures in the 
form of creating separate wells for the un¬ 
touchables and thereby actively abelling in 
continuing the outlawed practice. 

A government which is so active about 
picking up, beating up, arresting without 
trial, or killing those who aggressively 
demand land, employment, education, or 
protection against assaults on the ijjai of 
women or who protest against forces which 
prevent them from exercising their elemen¬ 
tary rights, does not find enough will, 
strength or sensitiveness to punish those who 
violate laws affecting millions of citizens 
characterised as untouchable^. 

Government lawlessness with'regard to 
untouchability does not stop at connivance 
or limited participation in violation of taw 
by the upper/intermediate castes. It takes 
more gruesome and ferocious shape in the 
form of active involvement of the public 
authorities as revealed by many fact-finding 
committees and other investigations. 

It is now recognised that a new con¬ 
sciousness is slowly but surely growing 
among dalits with regard to the inhuman 
conditions under which they are forced to 
live; They are becoming sensitive to the 
humiliations, exploUation and oppression, 
tliqr are subiwted in sj^te of laws as a result 


of a number of factors that have emerged . 
in India since Ind^ndence. They Iwve)^' 
started raising their voice against such 
discrimination and insults. They are asser- ’ 
ting and beginning to demand implementa- 
tion of laws which ensure them rights in 
society. They are organising themselves to 
exercise these rights and are opimsing those 
who obstruct them from enjoying them or 
enforce upon them illegal servitude, exploita¬ 
tion and harassment. 

Numerous studies reveal that upper- . 
intermediate castcs/classes, actively backed 
by the public authorities, have launched a 
brutal aggression against the dalits. They are 
not merely insulted, humiliated, beaten up, 
but are violently attacked en masse, their 
women flok are raped, tortured and killed, 
their hutments and even entire habitats are . 
burnt and destroyed. Even conservative 
assessments have found that more than 
80,000 cases of such group atrocities have 
been perpetrated on the dalits, after In¬ 
dependence. With the passage of time, the 
frequency and ferocity of such attacks, 
actively abetted or directly perpetrated by 
public authorities, are increasing at an 
exponential rate. This brutal offensive reveals 
the awesome expansion of governmental 
lawlessness by the very custodians of law and 
order who command ordinary citizens to 
observe ‘law’ and maintain ‘order*. 

Governmental lawlessness of this category 
is equally prevalent with regard to non- 
implementation or active contravention of 
the Laws passed for other categories of . 
citizens. For instance, in spite of constitu¬ 
tional provisions and other enactments 
preventing exploitation of child labour, even 
today more than 15 million children are 
being forced to toil and work as exploited, 
oppressed semi-slaves. Even public authori¬ 
ties in various situations exploit child labour. 
The Non-enforcement of ‘taw’ in this regard, 
affecting the vast mass of children, is clear 
evidence of prevalance on a massive scale of 
governmental lawlessness in the country. 

Illustrations of governmental lawlessness 
of this category can be shown with regard 
to other acts such as laws prohibiting bonded 
labour, prescribing minimum wages as well 
as laws passed with regard to safety and pro¬ 
per work conditions in factories. Non¬ 
implementation or active violation of 
numerous acts for different sections of the 
people, if properly analysed, will reveal the 
extensiveness and grave implications of 
governmental lawlessness with regard to even 
this category alone. 

VII 

A thorough-going exposure of various 
categories of governmental lawlessness is 
urgently called for. It will uncover the real 
culprits who are obstructing the observance 
of ‘Rule l-aw’ and ‘Maintenance of Order* 
in the country. It is unfortunate that during 
the very period when the rulers are acquir¬ 
ing more and more extraordinary power to 
criple the rights of the citizens in the name 
of preserving ‘law and order', their own 
‘lawlessness* remains inadequately 
understood and not brought into public 
light. A systematic crusade against govern¬ 
mental lawlessness and its grave implications 
for the very democratic functioning of the 
country has become urgent. 
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Tha foUowIng la lha taat of «ha SutaaMol 
mada by Shri Mooaa Raaa, Chabmao. 
GiUorat Stata Fartlliaan Company 
Limltad at lha Taranty Foarih Annual 
Oanaral Maallns of lha Company hold on 
tha 19th May. I9M at lha Raglatorad 
OfRca of lha Company 

1 adies And Oentlerren 

It IS niv qwdt pnvilcgo and pltasure to extend to 
you my wamt and hearty weliome to this 24TH 
ANNUAL GFNtRAL MFETING of your Com 
pany Lhe year 1985 has been a ugnlhcant year 
in the historti of your Company It Is in this srear 
that your Company has complettd about 2 V 2 
decades of Us dedicated service to the farmers 
and lh< nation and lias entered the momentous 
penod of the SILVtR JUBH FE YEAR I and my 
I olteaqur s on the board rejoice in extending spe 
cial greetings to all of you who have all along 
stood by your Company and supported its 
dcvi lopmemal programmes 
HIGHLIGHTS 

The pirfomance of your Company dunng the 
year Is marked with cnviabls. records Your Com 
pany has achieved a high growth rale nevei 
reached 'sefnre The production has achieved 
new peaks sales have crossed new milestones 
loiistics have achieved new breakthroughs 
abatement of pollution has maintained the envl 
ronment and industnal safety and health have 
achiLvid new standards of excellence Your 
Company has achieved the rare distinction of 
secunng a quantum Jump in turnover and gross 
prsfits His Lxcsllency Giani 2ail Singh the Pres 
idvnt of India inaugurated the Modem Computer 
Centre of your Company Two distinguished 
Awards won by your Company the FAI award 
from the best performance In the phcugjhatic fer 
tiltscr production consecutively for the 3rd year 
ind the Award of Honour from the Safety Coun 
III if the USA for displaying management 
aw dteness towards safety and health of the work 
eis h ive added leathers to its cap Your Com 
pspy has also entered the export market by com 
me ncing export of Melamine Also the conimued 
efforts of your Company tn transfer of agrtcultucal 
lechonology by successfully Unpfementlng the 


CHAIRIIAirRRTATBIIBIT 


* 08FC BN1ERS THE SILVER JUBILEE 
YEAR Wmi A RENERfED nJEDGE TO 
SERVE THE NATION 

* AN ALL ROUND PEAK PERFORMANCE 
MAMtS CMFC’a RECORD GBOWTH M 
19U 

* NAnON FORGES AHEAD SfITH CON¬ 
FIDENCE UNDER THE DYNAMIC 
LEADERSHIP OF THE PRIME MDOSTER 

* FRESH THRUST FOB TDIE BOUND 
ACTIONS AND PROGRAMMES IN ALL 
WALKS OP UFE WITH A DEEP CKM- 
CESN FOH A RAPID SOCIO-ECONOMIC 
TRANFOmAHON GIVES A NEW HOPE 
TO THE COUNTRY 

* BUDGET FOR 19SS-S7 REFLECTS A 
HIGH DEOBEE OF PRAGMATISM AND 
REALISM WITH COMMCM* MAN AS THE 
FOCAL POINT OF ALL PROGRESS 

* BLENDDiO OF LONG TERM AND 
SHORT TERM ECONOMIC AND FISCAL 
MEASURES LENDS A NEW PERSPEC- 

novel idea of Rice Garden for continuous pro 
ductlon of rKe irop throu^out the year has 
opened new vistas for development of Rice Gar 
den technoksgy in India Your Company also 
gave a new dimension to farm implement 
technology by developing and manufactunng on 
a commercial scale the two coulter and five coul 
ter Seed cum Fertilizer Drill especially for the 
small farmers Tt e development of nylon safety 
helmet and nylon box strappings from Gu|k>n are 
a part of your Company a pioneering market 
development efforts for the benefit and growth of 
the plastic industry 
ECONOMIC SCENARIO 

As you know our country has turiMd the comer 
under the Inspiring guidance of our Prime Minis 
ter Our country s economy has been forging 
ahead widt a new thrust on aU round growth 
thanks to several socio economic and fiscal mea 
sures which have provided tremendous fillip in 
die recent past The Union Finance Minsters 
budget for the year 1986-87 has reflected a high 
degree of pragmaflsm and dynembm Imbued 
with a deep concern lor the uplift of die common 
man The liberal import policy will augment the 
pace of growth in selected sectors The long term 
fiscal pohey has given a new penpecdve and 
direction to future development The trend 
trrwards lower taxation and taxielleh followed by 
a series of exemptions and relaxations in controls 
are aimed at providtng the much needed boost to 
the economy and mdustrtal aedvlly In the coun 
try 

Some of the budget proposals will have a far 
icachtng sahrtory effect on the economy The 
basic exemption Umlt for gUl lax and standard 
deduction on salaiy Income Is ralstd Soahole 
the exemption limil for deduetton of expenses on 
medical needs. The ndes fo( vahtRion ^ assets 
are dmphfiad AR thaM sMpS Mded a-VMl' 


TIVE AND DUecnON TO FUTURE 
DEVELOpmiET 

* FAI AWARD HAT-TRICK FOR THE 
BEST PERFORMANCE IN PHOS- 
PHATICC FERTIUZEB PRODUCTION 
AND AWARD OF mWOUR FROM THE 
U-S. SAFETY COUNCa FOR MANAGE¬ 
MENT AWARENESS TESTIFY TO 
GSFC'S COMMITMENT TO PRODUC- 
nvmr AND SAFETY 

* SUCCESSFUL APPLICATION OP 
BIOFERTIUZEB TECHNOLOGY. INNO¬ 
VATED SEED-CUM-FERnUZER DRILL 
AND EXPERIMENT OF THE RICE GAR¬ 
DEN TECHNOLOGY ARE NEW ADDI¬ 
TIONS TO GSFC'S PACKAGE OF SER 
VICES TO FARMERS 

* 68FC IS WELL POISED TO IMPLE¬ 
MENT AND COMPLETE ITS R8 MS 
CROBE EXPANSION PLAN ON TIME 

* GSPC PBEPARES A PERSPECTIVE 
PLAN FOB INTEGRATED GROWTH TO 
MEET THE CHALLENGES OF THE 21ST 
CENTURY, 

come departure in the country s fiscal policy 
Likewise the post budget new concessions 
announced by the Union Finance Minister in 
excise duties customs and direct taxes arc widely 
welcomed They will certainly instil a new mea 
sure oi confidence in small entereprencurs 
Indeed the open budgetting system through 
dialogue and Interacton wth the taxpayers as 
promisedbytha Government asapartofthenew 
fiscal regime is both rational and fair However 
there are stU some snags hindenng the pace of 
growth They are replacement of investment alio 
wance with a fundmg scheme postponement of 
abolition of aurtax on corporate income and dis 
allowance of capitalisation of Interest for the pur 
pose of income lax It is hoped that the Govern 
ment Is aware of these difficulties and the vanous 
repiascnlallons made by the trade and Industry 
woidd be given due consideration tn the Interest 
of Hie rapid jpowth of Hie economy The high 
light of Hte Union Finance Minuter s relief pac 
kage Is Hie retention of the existing concession on 
Inter corporate dividend which u largely com 
mended by all quarien Including the stock mar 
ket The concessions and reliefs to small scale 
sector are abo well received and I am sure these 
would go a long way In giving an impetus to the 
economy of Hie country The mtroducHon of Hie 
MODVAT scheme hat now enabled the man 
ufacturers to take credit for the duly paid Inputs 
against the duly payable on the Anal products 
However tha scheme has not bean able to bring 
about the desired results as ft Involves double 
payment of duty and also increases Hw overall 
impact of duly on products which ihs Govsm- 
ment has never Inlanded SomcofHwmodMIca 
Boiu announced wtth regard to MODVAT 
axempHiig capebva consumption of tnpuli ftom 
dt ft l s s atangwrth some oHw exsmpftons and 
nriaxallena to Hw anwH scale saptais itteutd be 
hKpM IMiM«NlniHiSonb^llwM(f^ 
.Si t M-Majiei aaaufteaiftlwiHiidaMtelSttSMHk 
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at thfl field level, it ivtil succeed with more under 
standing, mote positive and pursuaslve efforts at 
aU levels 

SOdO-ECONOWC MIUEU 

As you know the new dispensation in the country 
is imbued with a deep concern lor a rapid socto 
economic transformation There Is a new 
urgency a sense of impatience and a kind of 
enllghlened haste for a more posittve and con 
struclive approach to solve all problems The 
fresh thrust for bme bound actions and program 
mes in all walks of life has provided a new 
perspective to plans and schemes The anxiety 
for an ideal blending of the short term and the 
long term planning to make a multi pronged 
assault on the overwhelming problems and find 
permanent solutions has infused the country with 
a sense of new awareness and action The eager 
ness and the anxiousness to know the hardships 
and aspirations of the people through Hist hand 
knowledge and to initiate last action to mihgate 
their gnefs has created a new hope in the country 
The emphasis on high tech with our feet on earth 
Is no doubt relevant to the demand of the con 
temporary times but high lech would have to be 
compatible with the grassrool philosophy and the 
interest of the miliums of people of this country 
Let me assure you that your Company deeply 
shares these national concerns agonies and aspi 
rations and would seize the flrsl opponunUy to 
participate as in the past In any socio economic 
resurgence programme within the iramework of 
Its resources and In keeping with the interest of 
the shareholders 

VEABOFRECOBDS 

You will happy to know that your Company has 
accomplished several records dunng the year 
1985 Fertihrer pioduciton has hit a new ht^ oi 
7 59 lac metne tons with a capacity uUilsatinn of 
1087a Sales have crossed a new milestone of 
9 18 lac metric tons of fertilizers with a record 
handling of pool fertilizers The peak turnover of 
Rs 32812 crores representing an Increase of 
43% over the previous year is a new feather m 
your Company s cap The maiden export of Gu| 
lamine of 628 M T to Korea and Japan earning 
4 70 lac S of foreign exchange has opened a new 
horizon in your Company's export acttvlly In the 
light of the overall progress of your Company 
the rate of dividend has been increased to 27% 
which IS the highest in the fertilizer industry You 
will also be happy to know that your Company 
has earned the rare disbnclion of winning the FAt 
hat tnck for best performance In production of 
phosphatic ferblizeis for the 3rd consecuhve year 
m IS^ The gross profit of your Company has 
reached a new watermark of Rs 56 78 crores 
with an Increase of 48% over the prevxtus year 

I am happy to inform you that Company has 
mamlained this upward trend of production dur 
mg the current year and I am confident that if 
every thing goes well, your Company Is well 
poised to achieve new heights In produclivlly and 
establish still higher records dimng the cunent 
year 

puTimnANs 

You muat have noticed bom the Oirectors' 
Report the corporate plannuig of your Campaiv 
with regard to furtuie pro)eels. Your Company 
haa tntOaMd work widt regprd to cxpaiMlon of ila 
Cdgroiisdam ptaru lnm> die pnaard 20/X10 tons 
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by a large capacity 1350 TPD Ammonia plant has 
started The wnrk on the coastal DAP proiei t at 
Sikka has reached an advanced stage of progress 
It would be of interest for you to know that the 
schedule of commencement for the 5ikka protect 
hat been advanced with a view to taking advan 
tage of the Incistmenl allowance which Is prop 
osed to be wiindrawn from Apnl 1987 5 our 
Company has geared up Its efforts and fuUy con 
rentrated its enerijv for early commissioning of 
the preset Thi major civil and other related 
works are in progress and necessary manrxiwer 
and maten tis an also mobilised The hnaiirlal tie 
up to the tuni 1 1 Rs 70 crores with the IDBI will 
further help in speedy Implementabon of this 
project Witli ihr dedicated efforts uf the staff and 
officeis at al lei r Is and the acbve co operation uf 
all concerned I i n sure that your Company will 
be able to arhuve an early comptebon of this 
project and set -i new record in project comple 
non The progiess on the Gujarat Indiistnes 
Power Company in which your Company has a 
major share is proceeding sahsfactonlv Vout 
Company is also planning to make equity jsartii i 
pation In the C nijaiat Nylon I imited a Company 
promoted by the Gujarat Industnal Invesbnent 
C orporabon The partldpabon in this projci t will 
provide adequate control at the Board and man 
agement levels and a further outlet to C apuilai 
tarn and Nylon (> products oi your C ompany 
Your C ompany has also shown interest in the 
petrochemical j loject coming up in Gujarat 

■Tie on going md future plans would incuLe a 
total capital outlay of about Rs 600 1 rores in the 
next five years The resources fur capital inved 
meni are proposed to be met through insbtu 
bunal and market borrowings in future At pre 
sent your Company has succeeded in tying up 
with financial agencies to the tune of Rs 70 
crores for the DAP jsroject out of which loan 
agreement for Rs 50 crores has already been 
executed with IDBI as lead insbbitlon on behalf oi 
other financial Insbtuboni and the banks have 
agreed to panic ipaie in the cost of the project 
Similar arrangements ate envisaged for the other 
projects Howevei inspite of these more 
resources would be required for which your 
Company looks f irward to your conbnued sup 
port in Its effort lor mobilisation of resources All 
these projects when commissicxied would aug r 
a new era ol growth opportumbes for your Com 
pany in the coming years 

SrCdAL AGRICULTURAL SCHEMES 

Your Company has made pioneenng c Hurls in 
the development and commercialisation of 
biofertilizers by making a major breaklhniugh in 
the applicabon ol bioferbluer technique Biofcr 
Ullzen tend to augment the yield by about M • 
In order to mitigte the scarcity of irxider in 
drought hit Gujarat your Comjiany has planned 
fodder culbvation through dialnbubun of ’he 
biofertilizers to farmers growhig fodder on thi ir 
fields parbcularly in Sural. Valsad Banaskantha 
Mehsana and Junagadh dtsMcfs as part of Its scar 
cliy relief programme The free distribution of 
75,000 packets ol biofgirttltfers to the farmers is 
likely to yield around 2,25,000 tonnes fodder in 
the krtgated areas during the scarcity period 
Your Comjsany has contlnuted the Rice Carden 
technology programme and has taken up expen 
mcnls to by cold resotanl vaneffes on its research 
turn 

Your Coinpany's success In developing the 2 
a ggHy feid 5<ouUer seetttcum feitlitter dull ts 

r ' • '‘f. 


d( claimed hy fairtiers acaJemHian^ tarni 
exp* ft and Government nr \es ^ourCompinv 
has organised the c ommencal piotJuctior 
through mobtlisatton of viila<]i> aitiwiriv to mevt 
the incii >sin 4 dv.indnd ol iho fanners Hu oku 
*> eid curn iinl)hRstomea.*ahrx>iitoth« 

small fannerv to whom ihw drill b madv av aiKibk 
St 4 roinpt-tiiivi* pncfi. (lAcmment r>f 
ha> dlkru extended .substdv on this dnll to the far 
mtrs Th» I» ip forward IVoiert meant f v bel 
terment of th* bvk\AArrf tl ml al areas i>p»rat 
inq for the pastsw* ral V* at is doiiiq wpH Stmi 
laily th*'Div T trrtiin^ Pioi ct aHl t impfir^^nce 
and signlfran e vannol *'*.11 Uustniohd in 
unirriqaul aria> is bvinj un il* in 1 ud h^ v ur 
Company are vtgrii Misly Hu Sunfs >1 h<Mh 
these prop < N m b* ir q in td* av il ihU to iewfc r 
areas and laiqci pt>pulUrttK n than in *hi past 
^our ( r>mpanv 7 r nnnpition in tiu (MAtin 
rmnt >(>ons(jud InUnsivi fntih/*) Pit m rium 
VhcniL lb bsinq intcnsifu fj ai J iht lu is uidir 
this sclLtne fiav* indicatril Kfuvtment of 
high* I levils of ft rtil< * r (OiistinTXiot Ssed 
r>*\<U pim nt ptoqTami u tsanotfui ireiwhsi* 
your Cumpaiiv h IS dunt. < imnn n isl U work A 
SMC vbic qu rntitx rfhujh 1 ilivn InetAVimn** 
(»f s*>( ds a* rt> pr* diu * i n f nsot * a lablc 1 > 
farmers btilf other v in t a in 'Kmq imnghi 
under cxpcniTiLt t lor ilu l« dl III* fvimiiq 
community 

PERSPECTIVE PLAN- 21ST CENTURV 

()UT I ounlry IS I e'Miinaf « nti int > It ^Ist 
ckiitu'v Y ut ( Knpmv (jnn 1 itrn in '« 
Ik hind lo*m(h mu < imp in I n* t th< 
future chalk nq< sue l sfull ifiis|% >1 l Han 
IS b« mg pnp«i>*'f Hns phii w ul I >VLr Uff* 
rent asp* rts if your C r mp rti * utivili a [Mo 
durtion markitinq hum 1 hiimn itsout** 
devi'lopiiKnl K{iK l(t * U\ I jnuiit inru v r 
tion 4nd rt sbdtcfi fh i p cl pirn >f Mu 
r«nt d Lds wouUI n aki l Mt H»is^<Ltivi 

plan which vv-ot Id h*lp n 1 * i if lU rrUt f 
appic»achloth* U tiir* ^Ksstfi (t|»( mpinipt 
meet the ne< ds ot iht- N* i-nluiv lfi>isr it an 
e isv task but Vour ( >inpMiyi Irawtt 1 irkinq 
th*. him hy foii-lmk ti *1 ii 1 fi lly 4 j f >* ) m 
t( rnK of huijian icsiuk s fuMi l rithuKal 
expertise and CMniity to li h | hn I u 
With tht * inp Its It * X ) t t f 4 iipl f his 
mission and h* t | 11^ f tin in* 4111, ih ml 
milieu 

ACKNOWLEDGEMENTS 

f^mqlidtoc »nv*>v,onv furKhatnn ar pr* 1 
iinn to Gov*mtneitl rf fid * ^ Vkt mi it I 
fTUjarat fimrunl tiistitnlujiis Uirik 1 I ntiui 
iqeneies fu» !fi*ir whiicfu tr1*d ipp n n ih< 
(urthereiK* of our ohiLCh < l v i< 11 i* 111} \ * r 
valuable assistance supp rl itJiulp 1 mi in'* 
ful to iny aqu* s i.tn rh* ^ mi i k 1 I t tt 1 
aMe ionhilution uuf gnilu 5 fi >in tinit t 
hme I woukf also lik* to tl n k th m f * itt 
and offwets of vour < cmi »n I r tl* In dh 
dedicabon and unttni j * rtort v«/h<t h thee fiive 
been makinq for uph idinq lii* uputrhon ind 
continuous qroudh ut > 1 ( ompany 

JAI HIND 

N4.>ie rhisdiHsmjipnrporlhjif* » n >rd >lpr*» 
ceedings of fhe Fwrnty \ oiirth Anr 11) < kh* iil 
Meetong of tfie t ompany 



June 7, 1986 


ECONOMIC AND POLITICAL WEEKLY 



Hindustan Lever Limited 

MANAGING CHANGE 


Speech delivered by 
Dr. A.S. Ganguly, 
Chairman, 

Hindustan Lever Limited 
at the Annual 
General Meeting 
held in Bombay on 
Thursday, 29th May, 1986. 


We are all caplivea of the pKlurr in 
our head ~ our belief that the 
world we experirnrr m the world 
that really exists 

—Waller Lippmaiin 

Ihe rapid chinges whiih hive taken 
pKirc in the cniiiitry partirularly during the 
last tew years owe their ongins to the historic 
dmisions (ontinimg India s uonomic de 
velopineiit furmulatid sintt Indf ptnidenrr 
The dibati on how things could have been 
done fai ttcr or differently as also the virtues 
and drawbai ks of what is being planned for 
the future will continue Nevertheless it is 
nec i~!sarv for us to try and cxiinprehend some 
of the fundamental changes which have taken 
place in the rountry s economy as well as 
some of Ihe broad issues concerning the fu 
ture 

Business and Industry is part of the na 
hons economic fabric Hindustan Lever Li 
mited for instance like many m the pnvate 
sector has during these years grown diversi¬ 
fied and IS regarded as a profitable and profes- 
sionallv managed company by its employees 
shareholdf rs business associates consumers 
and the general public 

Ihet/impanv like the rountry isapro 
duct of a process of plannir^ and change 
Sini e the measure of planning is not intention 
but dc hievement it is useful to take stock from 
time to time draw appmpnate lessons and be 
more pragmatic about the future This vear s 
Annual (a-neral Meeting speech thcuefoie 
concerns itself with a survey of certain 
changes both nationally as well as within the 
Caimpanv 

In the first section I have briefly re- 
vic wed some ol the achievements in the Indi 
an economy and how those have led to im¬ 
pressive gams rhis is not a comprehensive 
ec onomic review but only a linuted. quabter 
bve sure ey for the purpose of a general diicus- 
sion The second section consists of certain fi>- 
aluies of growth diversification and change in 
Hindustan Lover as well as thoir short and 
medium term txiosequenc.es The final section 
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concerns some fiituie perapeertives 

The Indian Development 

Several hundred treatises have been 
wmiten and will continue to be published by 
eminent Indian and foreign economists about 
India s economic policies progress or the lack 
thereof The developments in India and (.hma 
arc of important consequonce to the vast 
maionty in the developing world who are 
generally resuunx> constrained as well as in 
creasingly intcrdcpondant in the world econo¬ 
mic order What dexs this mean to those who 
t onduct business' They should at least be able 
to appreciate the basic elements of the process 
of change in these countries m order to be m 
harmony with an incroasuiglv enabling en¬ 
vironment ind be able to evaluate business 
and investment dm isions ob|ecbveiy to par 
be ipate in an exciting era of growth opportuni 
ties However in this speech I have limited 
the discussion to India alone since informa¬ 
tion conccsming Qima continues to be elusive 

India s progress in development leading 
up to the present time can be roughly divided 
into four broad penods Ihc most important 
and underlying tactur has been Ihe successive 
live Year Plans which defined the ob)actives, 
targets and aspirations of the people through¬ 
out this pencxl 

The first period starting immediately af¬ 
ter Indopendence and unbi the late fifties laid 
the foundations for the current state of our ecx>- 
nomy In 1947 India with her vast and grow¬ 
ing population and low per capita consump¬ 
tion end income poor ssnculhital productiv¬ 
ity and a rudimentary induebial base, defined 
her developmental pnontsea based on self- 
reliance, distnbubve social lusboe, individual 
iieodom and a democratac polity Ilieae must 
be viewed against the background of the 
aspirations of a nc^ly independent nation at a 
time when Ihe industrial world was hying to 
recover from the aftermath of World War n and 
funds and lesources wne mafor cxuistrsints 

The second pencxl begmiung in the six¬ 
ties was probably the most dllBcult decade of 
our bnef post Independerxie hislory In one 
sense it was the beriming of a turning pcnnl 
The shortage of food was aoite, requiring mas¬ 
sive imports These and the imports of 
strategic defence neecb and the devaluation of 
the Rupee in 1966 put an unpneedented hue- 
den on our fledgeling eexunmy Butitwaaalso 
III the same decade that India demonstrated 
the resolve to overoome these massive impedi¬ 
ments The revamping of baragncultuie, now 
popularly called the '' g een nvahiilaii”, cre¬ 
ated a hue for food self-siiSiclency and a ma¬ 
jor drlye for import substitution heipad to 
stem the tide of imports The "green levolu- 
bon" was itself helped by the widaspnad 


edaptahon of genetically brad seeds, incaesaed 
fertiliser inputs, a suitable pruang policy and 
dispersal of the cash ecanomy ftom its pre¬ 
dominantly urban concentration to tin fium- 
ingsector This was also the beginning of long 
term ungation and water management prog¬ 
rammes which in subsequent years have paid 
handsome dividends 

Diinng this pencxl Indian industry 
fered severe difficulties and cxmatiaints 
While the public sector was coming into its 
ovvii even though at a cxMuadeiably high exist 
jinvate industry had to ooolmid with severe 
pnee controls poor investment opportunities 
and profitability and restncaions imposed by 
the Monopolies Aca in an already closely con 
trolled and raomtored environment Import 
restricbons and import suhsbtubon provided 
some opjxirtiinities but in retrospect one 
must admit that scant advantage was taken of 
even the limited opppitunibes in spite of the 
industrial obsolescence and an environment 
of shortages 

The decade of the sevenbes can bo cxinsi 
dered, m retrospect, a decade of txmsolidation 
and preparation for change The determined 
response to the oil shoede of 1971 the enor 
mous and sucxessful investment in oil and 
natural gas explorabon the competent man¬ 
agement of the periods of drought were byany 
measure, spectacular efforts Vffliile inflabon 
raged m many parts of the world, throughout 
this decade the Indian economy expenenced 
single digit inflation for much of the time 
and the generabon of Indiana raised cm pru¬ 
dent bonsumpbon habits managed their m 
creased earnings by saving at tto rale of 22 
24% At the same bme, India, very prudently 
avoided excessive external indrbt^nesa at 
cxxuiderabla coat to some of the development 
profecta Industrial and agncniltunl produc- 
tacm increased significantly and in an uninter¬ 
rupted manner This gave confidence to the 
administrataon to pro^essively withdrew the 
debilitating price centrals which had shaeJe- 
ied and severely hampered industaial de¬ 
velopment and growth 

The second oil shexk of 1979. although 
painful, had also to be managed witlun India s 
aelf-contained hut now forward moving ec»- 
nomy The negMive aspec:ts, in spite of all 
these developments m our country, w«e that 
cdose to half t^ populatacxt was still below the 
"poverty line" and the tight administrabve 
oontrola on industrial development and 
9 xiwth continued to be a major burden on our 
already high cost economy Increased 
dbsalmcence prevented praduclivlty im¬ 
provement Thm two issues confmiM to |da- 
gue our economy even today and, along with 
the all-petvading decline ui wmk etkie in 
orginiaediiuliietty.thay are likely to becomea 
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maior drag on India's development plans and 
programmes to eliminate poverty. 

It was also during the seventies that the 
growth of the “unaccounted sector" of the eco- 
itomy accelerated, building up a large black 
economy vanniislv estimated to be accounting 
for between 2b% to 40% of the GNP. All these 
portents may have reinforced the realisation 
that the economy had gained strength as well 
as a propensity which, if managed pragmati- 
i:ally, with dotemiinalion, could be more 
effectively utilised to tackle the problem of 
poverty, increase industrial production and 
employment, and at the same time curb the 
alarming growth of the black economy and 
pockets of conspicuous consumption lust as 
making cash credit available to the farming 
community was key to the "green revolution" 
in the sixties, it was probably realised that un¬ 
shackling the proiluctive forces hi the eco¬ 
nomy could be the key to mure rapid econo¬ 
mic development and attainment of social jus¬ 
tice during the closing decades of the twen¬ 
tieth century. 

This realisation bcK.in to find expression 
in the form of fiolicy starting in 19H0. To begin 
with, the policy changes concerned boosting 
production and productivity liowevor, in 
1985. one witness^ fho beginning of the run- 
vorgeiu e of long term anil pragmatic fiscal and 
industrial policies for the first lime The poli¬ 
cies are meant to permit Indian industry to 
modernise, acJiieve economies of scale and te- 
duc,e costs, all leading up to an accelerated rale 
of growth. It intends to reward savings and re¬ 
turns from investments while taxing conspi¬ 
cuous consumption and unproductive ex¬ 
penditure. While attempting to contain admi¬ 
nistrative expenditure, the policy will hope- 
hilly pemiit more effective implementation of 
programmes for alleviating poverty. I'he long 
term exim policy is expected to lower costs, 
stimulate competition and, in general, in- 
I reese the interplay with global trade opportu- 
nitic>s. 

All this represents a shift fttim a lightly 
controlled, low growth supply side policy to a 
more demand based and competitive era. It is 
a bold experiment in preparation for a better 
economic hit me for all sections in our society. 
The argument that India has done well as a 
low income, low consumption country 
through self-reliant e cannot bn sustained per¬ 
petually. Unless the economic fon.es which 
have bmn devoloped and patiently nurtured 
during the last 38 years an* now gradually un¬ 
leashed. it will not be passible to harness the 
critical mass of the Indian economy for tack¬ 
ling the problem of poverty, raising living 
standards and providing employment and en- 
tnipreneurial opportunities to the highly com- 
patent and capable younger generations who 
ate entering the mainstream. 

It is not the contention that economic, 
pragmatism is the final answer to all the issues 
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that we face. The problems of endemic, unem¬ 
ployment. hyper-urbeniaation, landless 
labourers and iaivj pockets of low agricultural 
productivity remain. With incroasing com¬ 
petition, the ini idence of industrial sickness is 
dso uicreasing Problems of health, education, 
urban housing and population growth are 
mind boggling Similarly, unrealistically dis¬ 
proportionate ambitions and a static or de¬ 
creasing produc.tivitv wc^ ethic amongst the 
fortunate itiiiionly who are employed in orga¬ 
nised industiy arc major im|iediments in the 
eixinomy 

In order to reverse the high cost of the 
economy, to sensibly utilise the high buffer 
stocks of food anil to solve an iiUTeasingly dif¬ 
ficult balani.c of trade, we need some ma|or 
structural shifts which are yet to materialise. 
In spite of the enormous problems that lie 
ahe^, the overall picture Is one of buoyantly 
and forward thmst. While debate.s will go on, 
it would be erroneous to ascribe the achieve¬ 
ments of the past to any particular ideology 
and the current programmes to the effect of 
market forces The developments of 38 years 
are typically Indian; a nation which camtinucs 
to be pcxir by other standards is trying ta build 
a brighter future and better quality of life for 
her people It is c onficlcnt of achieving these 
goals because of the inhoreni ability of the (k-o- 
ple, their sense of social justicie and their suc¬ 
cesses in sclf-n'liani.e. 

The Indian development profile will be 
eventually recognised as a model having 
wider relevance India’s economic propensity 
now makes it imperative not to leave bu.sinesa 
to elements ot scx:ial change alone, but make it 
a product of strategic planning so that it is 
possible to predict and utilise the outcxime 
with more confidence during the next ten 
years than it may have been possible a decade 
ago. 

nevelopments In Hindustan 
Lever 

Change is seldom apparent immc>diate- 
ly. It woulci be wrong to try to comilale change 
quantitatively in order to comprehend its im¬ 
pact. Although qualitative, the eflixds of plan¬ 
ned change ate substantive as they cover a lon¬ 
ger time span and leave their indelible mark 
on scxiicties. organisations and individuals. 
ShortcT term changes are generally reactive re¬ 
sponses to immeclidte environmental stimuli 
as (xmtnistod with proactive and planned 
change In this section on Ilindidttan Lever, 
we are not concei ned with short range reactive 
changes, but with broad trends and signals of 
long term developments. 

Hindustan Lever, as it is today, is a pro- 
duc:t of managing change over several decades. 
Management of c.hange is a tradition in the 
Company whicii is reinforced and refined by 
successive generations of managers. Whereas 
there are several examples of change spread 
over the years, in order to illustrate the point, it 
may be sufficient to describe only a few signifi¬ 


cant events .Some of these have been referred 
to in e.irlier speeches but do bear repeating in 
order to pldi« them in the historical perspec¬ 
tive as sonii in 1988 The purpose is to rofiKUt 
on. and reintune fiir the iulure. those qualitioi 
which have permitted Hindustan Lover to 
grow, diversify and become a significant part 
irf the Indian private scs tnr. 

1. Management 

The growth and development of what wc 
now rec ognise as modi>ro Indian professional 
management in Hindustan Lover is the result 
of a long form plan fur managing the Indian 
business The progression of this plan even¬ 
tually led to the appointment of the first Indian 
Cihairman, Mr. Ihukash Taiidoii, in 1981, to bo 
succeeded in later years by Mr. Vasant Ka- 
ladhyaksha followed by Mr. T Thomas. Much 
of Uie Companv's managerial strengths today 
are a I nnsequence of the developments which 
flawed out of this perspet.tive programme, 
file programme has progressively matured to 
a point when Indian managers an* valued in- 
lernationallv, with Mr. Thniiias joining the 
Unilever Board in 1979 and .cuveral mana^ra 
(xx.upving senior, including Board, positions 
in a number ot Unilever r oinpanios outside In¬ 
dia. 


Within Hindustan laiver, the procc^ss of 
(.hange i.ontniues to ki'ep pace with the rapid- 
Iv evolving industrial and six iai environment. 
Training ami development have played a cri¬ 
tical role III propasing all sections of em¬ 
ployees and helped foster a climate for im¬ 
proved productivity and meaningful human 
relations. While many mnderii management 
tools from the West as well as japan have 
obviously been useful, it is now ini:reasingly 
recognised that our own social values have a 
predominant influimcx) in order to successful¬ 
ly manage an industrial enterprise in India. 

It is this interweaving of scxdal values 
along with appropriate management practices 
which will b^mo more crucial for successful 
future development. Siiccessiul management 
ultimately combines a concern for those who 
are employed in the (fompany, the sharehol- 
ilurs, the consumers as well as scx.iety at large. 

2. Keaearch t Development 

Another landmark event in the prtx:ess 
of change was the decision In invc'st in scien¬ 
tific researc.h and devulopmc-nt in India by 
Hindustan laiver in 1958. At a time when the 
country's balance ot trade was very adverse 
and raw material shurtagf'.s and other growth 
constraints were developing, the establish¬ 
ment of a modem Kesearc ii & Development 
Centre was an act of wisdom and foresight. In 
irltospcx t, much of I lindustan Lever's market 
leadership in c onsunier products, its diversi¬ 
fication into cdiemicals, agribusiness and ex¬ 
ports and a deep-rooted, tkimpany-wicie. in¬ 
novative work c>thic t.an bn tracxid liack to the 
confidence generated by the Ifosoarch & De- 
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velopniviU sut-up ovttr the years. 

In .Khlition tn the recognised eminence 
of the work of Hindustan Lever's research sci¬ 
entists in India and abroad as well as an im¬ 
pressive number of patents and publicatkms 
bom the Research Centre, ft may be uaefiii to 
recall a few specific examples of achievements 
in the industrial sphere. The successful Re¬ 
search & Development undertaken on minor 
and unconventional oils in the sixties virtual¬ 
ly ended the dependence of the soap industry 
on imported raw materials and indigenous 
edible oils. The use of minor and unconven¬ 
tional oils has gcneratrxl a major lorn! industry 
and'is a prime example of the impact of import 
substitution. People tend to forget that some 
simple imd products are the result of some 
very complex innovation and sedentifle re- 
sean.h. This work is a classic example of one 
such case. 

Organic synthesis of fine chemicals and 
hindamental work on catalysts led to the rapid 
development of Hindustan Lever’s chemii'nl 
business which has grown hirthei with the in¬ 
vestment in STPP and DAP fertiliser in later 
years. Similarly, the significant discoveries in 
plant physiology, photosynthesis and bacte¬ 
rial genetics laid the foundation of an agribusi¬ 
ness which has exciting growth potential. The 
understanding of the endat:rinology of prawns 
has helped us to enhance aquaculture and this 
is the basis of a new fish farming optwrtunity. 
The first commercial chromatographic frac¬ 
tionation technology has permitted signiflr^nt 
value addition to sal fat exports. There are 
several other examples but these are illustra¬ 
tive. The Research Laboratory’s work is of in¬ 
ternational standard, as indeed all research 
work ought to be. and is today an important 
constituent of Unilever Research along with 
two research establishments in the U.K., and 
one each in Holland and the U.S.A. 

Scientific discoveries and innovation to¬ 
day are an integral part of Hindustan Lover's 
strategic plans for the future. The single most 
valuable lesson of undertaking frontier area 
scientifre research in our Company was the 
learning process of tran-sfer of technology. It is 
now t\m, following more than twenty years 
of experience, that the ability to transform dis¬ 
covery into a commercially viable end pro 
duct or new knowledge, with frequent itera¬ 
tions of what works in the laboratory with 
what is required in the marketplace, is the 
single most important difference belwtsin vi¬ 
able and non-pmductive research, 'i'he Rc- 
soan;h & Development effort, being an integral 
part of the main business in Hindustan Lover, 
was, I believe, imperative for whatever suci 
cess we have achieved in this respect. It pro¬ 
vided a workable framework for accountabil¬ 
ity without unduly interfering with the pur¬ 
suit of science. The other was the ability of the 
business to bo patient with what is invariably a 
slow process of converting discovery into 
technolojty. 


Research is both esseotlal and valuable: 
hence the ability to hameas adeatifk research 
for economic development .la a highly com¬ 
plex exercise which is being debeted anew. 
Policy issues dealing with import of technolo¬ 
gy and product development, as distinct from 
basic sdentiRc research, have been discussed 
earlier and constitute iinpoitant elements in 
this debate. 

Scientific research in Indian industry is 
still nidimentary. Prom time to time, it is 
naively suggested that economic development 
can be sustained by Indian industry without 
substantial and meaningfol investment in sci- 
entifle research. Delay in investment in si^en- 
tiiic research moans delay in investing in the 
future and a sure prescription for obsolusc- 
em». 

3. Investing for Change 

(a) Chemical: The decision to substan¬ 
tially expand the chemical business and 
broadrbara the Company’s successful con¬ 
sumer product groups was based on assess¬ 
ment of long term opportunities',in the sixties 
as well as the strategy to strengthen the core of 
the Company. In addition to modernising the 
existing organic chemicals and catalyst invest¬ 
ments, a major investment in inoiganic cho- 
mit:als was made and came on stream in Hal- 
dia in 1979. The technology for manufacturing 
phosphoric acid, sulphuric acid and .STPP led 
to investment in and rxiramissioning of the Di¬ 
ammonium Phosphate fertiliser plant in 1985 
and reaffinns the strategy of the perspective 
plan. The goal of broadening the Company's 
base has bmn substanliaily thieved and the 
chemicals business is today firmly established 
in the growth mode side by side with the Com¬ 
pany’s soaps and detergents business. It also 
gives us cunfiden{:e to consider investments in 
new areas ranging from sophisticated catalysts 
to a variety of natural and synthetic complex 
polymers. These are products based on fron¬ 
tier areas of scientific research in material sci¬ 
ence and low energy technology. 

(b) Energy: The steep rise in energy cost 
oncxi and for aii changed the nature of manu¬ 
facturing technology the world over. Indus¬ 
try’s only rfioicc was to bring down energy 
needs in the short term and modernise its 
technology in order to remain competitive. 

Following the 1973 oil shock, a- short 
term as wreil as a perspective plan wasdrawn 
up for energy conservation in Hindustan Lev¬ 
er. As a result of a Company-wide drive, with¬ 
in a short span of two years the energy con¬ 
sumption per unit ‘output’ was roduoNl be¬ 
tween 8-12% in the different manufacturing 
units. The long term plan included invest¬ 
ment in modernisation of many hi^ energy 
consuming plants and processes, converting 
batch and semi-continuous processes to con¬ 
tinuous ones, as well as dunging over from 
diesel power generation to .modem and cost 
effective cogeneration units- By systematically 
impleroenting these plans, considerable sav¬ 


ings have been achieved In energy and costs 
while at the aaine Unw exteiurively modernis¬ 
ing the mamifecbmng base of the Company. 

(c) EnviiWHMl: Hyperurbaniaatfon 
and environmental pretsures are major issues 
requirlnga pmpective plan for dispersal of in- 
duatries, which in the short term not only 
meets statutory requirements in existing loca¬ 
tions but also takes major initiative in safety, 
pollution and disaster management. 

There has been for some time a Govern¬ 
ment policy to encourage dispersal of invest¬ 
ment to the unindustrialised parts of the coun¬ 
try as a major economic and social goal. The 
Cximpeny has been respoiuive to this for 
several years. The first response was the in¬ 
vestments in Taloja in Maharashtra and in 
fammu & Kashmir in 1976, foilowod by Haldia 
in 1979 and mure rocentiy in other b^kward 
areas of Madhya Pradesh, Maharashtra and 
Uttar Pradesh. 

it is the interweaving of investments in 
new plants, modernising and decongesting 
older units, along with specific action.s to re¬ 
duce hazards and protect the consumers and 
the environment, which constitute the basic 
programme also for the future. 

Two legislations which have profoundly 
influenced the performance of the Company 
are the Monopolies S' Restrictive Trade Prac¬ 
tices Act(MRTP) and the Foreign Exchange 
Regulation Act (FERA). The restrictions to the 
grownh of the Company’s traditional business, 
at a time when bu^ens of price controls were 
overwhelming, were Indeed debilitating. 
However, the Company’s decision to broaden 
its manufacturing base, its impressive record 
of import substitution through the application 
of sophisticated technology derived from its 
own R&D and its remarkable export perform¬ 
ance were important factor s in successfully 
meeting the requirements of FERA. 

It may also not bo as widely known that 
Hindustan Lever was probably tlm first foreign 
subsidiary to offer equity to Indian sharehol¬ 
ders in 1958. much before the FERA enact¬ 
ment had made this mandatory. Begiiming 
with modest numbers, the Company today has 
over 100.000 Indian shareholders who also in¬ 
clude a majortty of the employees. 

Similarly, the Company has an equally 
long history of achievements in exports. The 
Export Division was already well established 
in the sixties. Import Substitution and exports 
were all along considered to be opportunities 
and were an iptegral part of the Company’s 
long term strategy. The achievements of the 
last five years have been particulariy impress¬ 
ive. The Company today fa the second largest 
exporter iii the private wetor having exported 
over R8.33S crores worth of produfas In the 
past five years alone, hi eddition Ithe value of 
import subetitution arising out tif in-house 
RAD and other iimovative efforts fa worth 
several crates per aohum. 
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The leorganisaban of the ediUp bu, 
daily and animal feeda busimwsea with Upton 
India Limited was the outcome of the strategy 
to concentrate on core and high technology in¬ 
vestments in Hindustan Lever as well as to 
(joate a synergy for thp future This was an ex¬ 
ercise which has served to avoid obsolescence 
and sickness in a part of the business which 
was hamstrung by controls on ^wth and 
also helped protect the interest of employees, 
shaieholdeis and consumers 

Over the years financial management 
both 111 the ongoing business operations as 
well as in new investments of Hindustan Lev¬ 
er has undergone a metamorphosis to rcdlect 
the fast changing needs of money manage 
raent These include inflation accounting 
understanding and articulating the needs of 
investors who provide capital for the opera 
ticms of the business and long term forecasting 
of cash flow working capital and assets uti¬ 
lisation 

In India the urgency of industrial de 
velopmeiit spurred enormous capital invest 
ment supported by fiscal benefits which acted 
as catalysts Even today only investments of 
IheucderofRs 'iOO 1000 crores in protects are 
(onsideied truly impressive While there is no 
denying that heavy investments are essential 
for our development iiec ds the iniportam e of 
capital utilisation is virtually ignored in 
corporate performaiv( asscssmi'nt Capital 
utilisation IS considered as im|]urtant as now 
investment in Hindustan I ever Given our re 
sourt e constraints and the high cost of our ui o 
nomv hopefully this will be recogmsed more 
widely at ross the industrial sector m which 
enormous investments have been made dur¬ 
ing the last 40 years Some of the problems 
associated with obsolescxmce, lark of mod 
ernisation and industrial sickness can be 
trac ed bai k to the fat t that some ma|ur invest 
ments have remained grossly underutilised 
Improvement lit capital output ratio in invest 
ments already made must be considered as im 
portant as new capital investment It is likely 
that this will in its tram highlight the need for 
investment in RtiO by industry and the intro¬ 
duction of cost-effectiveiicss programmes as 
an integtal part of the working plan for India s 
hiture industrial development 

4 Marketing 

Lffcctive marketing is the most impor¬ 
tant activity in any business In Hindustan 
Lover over the years marketing disinbiition 
and sales have been modernised through in¬ 
novations Made more cost-effec live, it will 
continue to be very important in the process of 
change tt is now more wndely recognised that 
marketing and advertising are not the exclu¬ 
sive preserve of an urban and what is consi¬ 
dered to be an alien, lifestyle it is not suffi¬ 
cient to make new discoveries and Invest In 
new technologies Ifwedonot have the ability 
to package and deliver goods and Ideas to (he 
end user in • manner in which they iiilfil real 
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needs cost-eifecli voly, sustained economic de¬ 
velopment cannot nice place 

Whether it is selling consumer products 
to the housewife or hybrid seeds to the farmer 
marketing and romraunication are beginning 
to be recognised m Indui as being iiidispens 
able vehir les of etonomu progress In a high 
cost and shortage er onomy, this mav not hav e 
been as widdv perceived in the past but with 
our rapidlv grow ing industrial and agncultu 
ral oconoiny the importance of marketing is 
self-evideiit As a matter of fai t, 1 boliese in 
the case of many of the societal problems sue h 
as health education population control era 
dicationolpostrty andsoon modern market 
itig and < omiiiumcation will play a role lai 
greater than has been appreciated as yet 

The markf ting strength makes it passible 
for Hmdustan 1 1 ver to distribute its i onsumer 
products choniit als and agnprnducts to the 
remotest parts of the country while at the 
some lime providing us a window to the va 
nous faiets of our lapidly changing ei onomy 
and to anticipate opportunities I also believe 
that these an Ihi same strengths which will be 
1 rue lal lor the growth of our exports and must 
be so perciivtd by those engaged m thi 
strategic plaiiiiiiig for exports from India 

5 Agnbusiness 

1 be more n (c nt invostnionts in agnbiisi 
ness bv the ( oiiipsny is an important example 
of management of i hango India s spis,ta( ular 
achievements in ignculluro are well known 
Productivity potential makes the future possi 
billties even more exciting This is especially 
so with the rapid pi ogress In hybrid plant n 
search plant biotic hnology ecology and wa 
ter management This adds a new dimension 
to the nature and sc ope of agribusiness oppor 
tunities in the i miiitry 

Hindustan I tver s interest m agriculture 
began in I'll? with growmg of high yielding 
variety of in as in Uttar Pradesh, setting ip a 
milk collection system and a muilern dairy as 
well as a successful animal feeds business 
tile organisation ot the collection extrac tion 
and upgradation of minor and uncom cmtional 
oils also had a high degree of agrii ulliiral m 
volvement 

But the mciri nc i*nt discovc nc~i in plant 
and animal bioc hc-mistry bv our sc leiitists is 
changing the nature of the whole business 
These range horn understandihg the late of 
dietary carbon in c attie and protecting dietary 
proteins in order to maximise milk yields to 
some novel disc ovories of sources as well as 
the mode of ac turn of certain naturally cx cur 
ring organic substances in assisting all plants 
to improve the clficiency of utilising solar 
energy and soil nutrients To this can he added 
a whole host of opportunities m hybrid 
oilseeds and pulses, genetically mcxlific^ nit 
togen fixers and tissue culture propagation of 
specuea rangmg Grom cardamoms -o ctx,onut 
To enhancx ec o-compatabillty< there are other 
groups of compounds sucJi as pheromones 



and bioiiisectu ides in diflercmt stages of de¬ 
velopment 

New knowiodge ana ns appliixtioa 
generate new issues rhosc range from maitet- 
ing and communication (how does one con¬ 
vey to the farmer the concept of photosynth- 
esis'^) and years ol extensive field trials to 
generate data and obtain necessary Govern¬ 
ment permission to training sales and field 
personnel as well as developing trade and dis¬ 
tribution rhannels Modern agribusiness par- 
tic ularly one based on biotechnology bv its 
very nature is a delicate interplay of scientific 
input and cummen lal exploilaUnn The leant 
ing curve is long and arduous Ihis is an in¬ 
vestment 111 the future and signifira exc iting 
possibilities 

Some Future Issues 

Ihe clcsc ripliims in the pnvious sue 
tions mav hi Ip us apprcc late how a pcsiple 
and their environment shape the* future ol na¬ 
tions and organisations As a nation we 
startcxl with pcxir lesoun c s and ec anomic les- 
tru tions Innovation and import bubstilutioii 
provided certain opportunities but restric¬ 
tions and I ontrols bre d ineftii leiic les higli 
uists and shortage s All through this period 
the piinciplcs of iirotessionalism were pre' 
served bv the ( ompanv as also its stiimglh in 
marketing and a natinnwide shIin and div 
tribution nc-twoi k I he c harai ter of our bust 
ness has undergone a gradual c hangc with ex 
pansion in chumiials ivoiganisation of foods 
and animal feuds and i-ntry into agnbusiness 
The strength in sc lentific reseatc h has acted as 
a I cmienting fon e We have c ontimicd to re 
cruit and train an ini reasinglv c ompe tent and 
productivity mindi>d workforce and niana 
gurs who have thnved in an innovative and 
piofessional environment There is a height 
encxl sense of soc lal aware nc^ss temforred bv 
training and partic ipatioii in the ( ompanv s 
intensive mtegrdlc*d rural clevclopinent prog 
ramme 

But what about the future > The Indian 
IN onomy has ,11181111x1 a critual mass I hi rc is 
a pervasive feeling of e oiifideiu i m Ihe pen 
pie s abditic's and their sights iboiit the na 
tions future Poverty allcvialiciii a core issue 
now seems closer to solution as also illiterac \ 
and communicable* diseases Geological 
dysgeny and the bmgcNimng pnpul ition pnib 
lems however appi ar to be more formidable 
But 111 spite of this tlieic is an araliienii nt 
buoyancy a confidime e built upon an tdihe e 
of self reliance high national savings and an 
awareness of the need for sex lal pistic c 

The manufacturing industry which has 
survived under prate i timi and rc sirir tions is 
now being urged to grow and tntiiiiragtKl to 
modernise generate more l■lnploymc iit 
spread to bac kwaril c«*gions and reduce cost 
In a country where resources an limitCNi eid 
where pressure s ot diverse* efoinands increase 
management nt opportunities is ae quiring a 

wholly now dimension ^ . . 

(ontinued 
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Under these circumstances, the respon¬ 
sibility of the agents of change, such as mana¬ 
gers, is heightened manifold. This includes 
more public and lateral accountafaility. social 
responsibility, environmental concern, and 
judicious investment in sdentUic researrit. 
Much will depend upon bow we modernise 
our training and dev^opment programme for 
ail sections of our eniployee,s to meet the 
needs of the future. The young worker and 
manager of today have a far greater burden 
both in the Company and in society, for his ac- 
tioos as well as the contributions he will need 
to make. In some issues, the effects of one’s ac¬ 
tions are more dependent upon one's compe¬ 
tence and commitment to inner imperatives 
rather than external controls. In place of its 
traditional adversariness of stance with Gov¬ 
ernment. business may soon find a new and 
unaccustomed role: of moving shoulder to 
shoulder to convert opportunities into econo¬ 
mic realities for a better future, if this has to be 
brought about and fostered, both training and 
change of approach must reach far beyond 
and not just be confined to those engag^ in 
Government or in industry. It must be inte¬ 
grated with education and training in schools, 
colleges and vocational institutes for creating 
^active managers, scientists and administra¬ 
tors of the future. 


In Hindustan Lever, we believe that the 
Indian manager is unique in aaeUng opportu¬ 
nities and succeeding in aocompli^ing diffi¬ 
cult goals, notwithstanding the vicissitudes 
and vagariesoftheenvironment. Ha has gener¬ 
ated flexible skills to match unforeseeable 
problems. Further, this quality has been nur¬ 
tured in an environment of uncompromising 
professionalism. The coniideiice in planning 
for the future springs firom a demanding en¬ 
vironment and a belief that the country's eco¬ 
nomic propensity will provide the forward 
thrust needed for a host of activities: to raise 
the .standard and quality of life of a generation 
which has more young people than ever be¬ 
fore to purposefully ta^e the problems of 
poverty; and to take part aggressively in inter- 
nation^ bade and commerce as befits a coun¬ 
try of our size and competence. 

Management of change la the essence of 
life; both of conscious changes in technology, 
communication and way of life ushered in by 
advances in science, behavioural as well as 
altitudinal corollaries. With a va.st amount of 
capability at his disposal through the adv¬ 
ances in science and technology, and the pow¬ 
er and ability to control his own destiny, it is 
still necessary fer nun to continue wooing Na¬ 
ture if he wonts to en.suro a better quality of life 
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and sustained development aiul progress for 
future generations. The reaources of the land 
have to be used judiciousiy and with care, so 
that we hand it down to our a untsuanrs more 
enriched than what we inheiitad. Tliis would 
require a more sensitive, perceptive and car¬ 
ing management of change by Government 
and industry alike in the years ahead. Such a 
management of change Iw to be guided not 
only by immediate causal forces, but also by 
certain distant, though predetermined goals. 

In this tryst with the future, industry has 
a pivotal role. In Hindustan Lever, we feel con¬ 
fident and proud to be a part of this adventure. 
Managing and accomplishing change will be 
the biggest and most rewarding challenge in 
planning for the rest of this century and 
beyond. 

Note; This does not purport to be a report <4 
the proceedings of the Annual General 
Meeting. 

The full text of this speech is available 
in booklet form. Anyone who wishe.s to have 
a copy may please write to: 

Communications Deportment, Hindustan 
Lever Ltd., P.O. Box 409, Bombay 400 001. 
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REVIEWS 


The Untouchable Apart? 

Gail OmvtKlt 

Th<> Untouchable as Himst'lf: Ideology. Identity and Pragmatism anmng 
the Lucknow Chamars by R S Khare, Cambridge University Press, 1984, 
pp XV + 189; Rs 130 


MOST studies oi dalit communities locus 
on their struiturts of exploitation, a few 
look at the histonrs of their movements for 
change Anthropologist R S Khare leaves this 
ground to examine the ideology which pro 
sides the main cultural resources with which 
lucknow Chamars cope with the traumas 
and dilemmas of their day to day existence 
In doing so—in ignoring the warnings of 
upper caste informants who advised him 
lhat daiit thinking and writing even about 
their own retormers was not to be taken 
seriously—he has performed a valuable 
service in bringing forward a local version 
of a powerful even all India cultural and 
philosophical tradition 

I he most conscious of the lucknow 
C haniars like many communities of dalits 
in India now reject most of the common 
characteristics of Hinduism—idol worship 
gods and goddesses belief in the Vedas, 
belief III rebirth Brahmanic rites and the 
entire vaina jati system of hierarchical 
relations (p 16) -and they consciously 
identify themselves as ‘non Hindus This is 
today an ideological complex that is to a 
large degree identified with ‘Ambedkarism*, 
for Ambedkar was the most brilliant and 
powerful of Its recent historical leaders 
W hat Khare shows us, however, is that this 
IS not simply a modern creation or the work 
of one great leader 

On the one hand, he shows how it has a 
material social grounding in the social role 
of ascetics of various types and degrees 
within the Chamar community, a role in 
which thes provide political and tactical as 
well as spiritual advice and inspiration, a role 
which contrasts with and overshadows that 
of the Brahman priest On the other, he 
describes how the Lucknow Chamars them 
selves identity their ideology as part of a 
great counter cultural philosophical tradi^ 
non running through Indian history They 
see this as basically the ascetic tradition, 
which ihev believe goes back to the time of 
the Indus civilisation (symbolised in the 
I’ashupaii figure on the Indus seals) and 
runs through the Buddhist and Jam non 
Biahmaiiic traditions to the low-caste 
mcdiewal ascetics such as Kabir, Nanak, 
Dadu and Ravidas Though frequently 
overlaid with ‘Hindu trappings, this tradi 
non basically stands in contrast with 
Brahmanic hierarchy and theism, and is 
morally individualistic, equalitanan and 
anti ritualistic According to Chandrika 
Prasad Jigyasu, one ot its most leceni 
HMerpreiers, 


The more 1 think and read about the ascetic 
tradition the more I become convinced ot the 
power and inHuenee the ascetic wields over 
the ordinary member of society He sym 
bolises hope in despair and reminds us of the 
social justice based on spiritual equality 
The ascetic tradition ot true persuasion 
however needs to be carefully rescued from 
the surrounding Brahmanic forms and 
images The mentality of this ascetic who 
IS most often not a Brahman is besi tested 
when he fighis tor the social justice denied 
to others He does not believe in Hindu gods 
and their discriminatory rites, though he does 
not hesitate lu practice yoga and other time 
honoured techniques for controlling mind 
and body He is a true wanderer and a true 
renouncer He is free himself and makes 
others lice He is a mystic and a well wisher 
of everybody He has more affinities with the 
Buddhist sramana and the Jam muni than 
the Hindu mahmta The devotional move 
rneni suits him but only as a technique for 
the quest of the Absolute The Brahmanic 
rites and ceremonies do not wract him for 
they arc onlv a corruption of the spiritual 
core (quote p 14) 

What IS also interesting about this ideology 
IS that Its proponents hold not only that it 
IS more ancient than ‘Hinduism* (whether 
the latter is said to be derived from the Vedas 
or from its consolidation at the time of 
Manu), but also that it has more of a future 
more than hierarchical Hinduism it has 
provided a moral foundation for democratic 
and socialist ideas, and it can be said that 
It can only find its fulfilment in the actual 
overthrow of the caste order and the creation 
of an equalitanan social order (pp 35 36) 
Some have questioned Khare’s metho 
dology—whether what he is describing is 
pnmanly the thinking of one man (Jigyasu), 
and whether it is an actually operative 
ideology among the masses of Lucknow 
dalits In part, this questioning may derive 
from powerful inbuilt biases that all aspects 
of Indian thinking (including the tradition 
of the ‘world renouncer’) are integiated and 
integrable into Brahmanic Hinduism, it may 
also derive from doubts that oppressed dalit 
commumties are able to formulate their own 
positive traditions and discover and build all 
India linkages without help from an upper 
caste elite In this respect, while I have no 
direct knowledge of Lucknow Chamars, it 
IS clear to me that both the social role ol 
ascetic like figures and the existence of 
positive ideologies ot revolt have a social 
reality among at least some dalit com 
munities However it is true that a major 
problem of Khare's study is that he gives us 
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an mterprefaiion of the ideology rather than 
the ideology itself and I do not believe that 
anthropological methodology is so advanced 
as to make this interpretation fully obieciive 
and ‘scientific* 

Khare has helped in bringing forward this 
ideology and in conceptualising it as a 
separate tradition here he has coined the 
term ‘Indic* (with reteience to the Indus 
valley civilisation) in contrast to ‘Hindu*, the 
ideology of the Brahmans, and also in con¬ 
trast to ‘Indian’ which may be conceived as 
the social cultural field that includes both 
opposing traditions' Nevertheless, it seems 
that he rejects one ol its core assumptions— 
which IS that there is something like an 
inherent ‘class’ (oi caste or caste class) 
conflict within Indian society which pro- 1 
vides the base for posing the ascetic tradi¬ 
tion as a lounierpoint to the Brahmanic ^ 
tradition Trom the point ol view of the 
Brahman, there is no irievocabic contradic 
tion, and the ascetic tradition along with 
Buddhism, Jainism, Sikhism—are all parts 
of ‘Hinduism’ This is the standpoint of the 
Vishwa Hindu Parishad, and it is also the 
standpoint of Khare, who describes the Indic 
tradition as ‘essentially Hindu* (p 60) From 
the Viewpoint ot the Untouchable, this claim 
to be ‘absorptive* is itsell ideological and 
serves the self interest of the Brahman, the 
ascetic tradition (and Buddhism, Jainism, 
Sikhism, etc) represent different, ideological- 
philosophical traditions (As Ambedkar 
himself once said in the Bombay Legislative 
Assembly in reply to a charge that he was 
asserting the interests ot the Untouchables 
in opposition to the “whole ’ society, “I am 
not a part of the whole 1 am a part apart”) 
However much they have interacted, the 
‘Indic’ tradition stands in conirast and con¬ 
tradiction to Brahmanic Hinduism because 
It denies basic elements of that tradition the 
authority of the Brahmans and the vedas, 
varnashrama dharma, and the existence 
of god 

khare’s attitude towards Marxism also 
indicates a bias In asserting that there can 
be fundamentally contradictory traditions 
within one society, the I ucknow Untouch 
ables (and most dalits today) make an 
assertion ot a contradiction between ex¬ 
ploiter and exploited that is very close to a 
major Marxist thesis Khare does not discuss 
this, indeed he does not even refer to 
Marxism by name except as a ‘foreign leftist 
ideology ’ w hich apparently influences a few 
of the Lucknow Chamars but has had no 
major cross fertilisation with their ideology 
of the ascetic tradition But this is certainly 
historically wrong Ambedkar himself was 
influenced by various aspects of Marxism 
(and what about the role of such people as 
Rahul Sankru yayan’), and there has been 
at least in Maharashtra a long history ot 
debate and discussion on “class and caste 
While this has very often been marked by 
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-mutual sectarianism, antagonism and and a mutual exchange and development has 
;'l^position, it is developing by today into a already begun, 
f j^tful dialogue, marked for insuncc by the Note 

‘decent important Marathi work of Raosaheb j n seems that this term is Kham’s own, for 
J:K*$be, “Ambedkar ani Marx’*. For the fact he gives no Hindi referent for it as he does 

^ that what Khare describes as the ideology for his other terminology. But there is at least 

^Of the Untouchable is closer to what we an equivalent Marathi conceptualisation— 

~iknow of as ‘Marxism’ than to ‘Hinduism’, ‘Sindhu/Hindu—which I have heard. 

Through a Glass, Darkly 

Aahok Rudra 

Culture and Power, Legend, Ritual, Rebellion in a Bengali Society, by 
Akos Ostor; Sage Publications, Beverly Hills, London, 1984; Rs 130. 


■{ INDIA has been a happy hunting ground 
' for social scientists from the West for quite 
•: some time. For reasons which may not be 
all concerned with the demands of the 
discipline, social anthropology has in prac- 
? tlce meant study of societies which accord- 
'J tag to some criteria are more backward than 
' the societies to which the investigating 
} scholars belong, even though the same 
f' scholars adamantly deny the validity of the 
I- concept of one society being more advanced 
or backward than another. So, social anthro- 
i pologists of Europe and America go to 
■’ India, Polynesia. Papua New Guinea, etc; 

' following the line, Indian social anthro- 
;; pologists choose by preference tribal 
'^ societies. If there are any scientific reasons 
^ for Western scholars not studying their own 
' societies from a similar approach they are 
not known to this reviewer. There are of 
course many sociological studies of din'erent 
aspects of Western societies like women’s 
problem.s, family, sexual behaviour, etc But 
can one think of any study like the one under 
review for a European small town society 
attempting to unravel connections that might 
be there between rituals in the local church 
local occurrences of Christian festivals, the 
European theatre form and such continent- 
wise political phenomenon, like say, Euro- 
Communism? One cynical explanation for 
this systematic choice of geographically and 
culturally distant subjects might be the easy 
opportunity that it offers for escaping 
examination by competent critics. Thus, no 
other t^stern scholar has probably made an 
anthropological study of the society of 
' Vishnupur. The total number of Western 
, scholars who have studied any aspect of 
Bengali culture may not exceed a dozen in 
- all. Even among them command over the 
f. Bengali lauguage may not be upto the 
f needed standard, as may be inferrra from 
’ the numerous linguistic mistakes one comes 
i .across in the book under review (about 
■ which more later). The same must be true 
3 of studies of other linguistic and ethnic 
^ groups in India as well as in the rest of Eric 
^ Wolf’s “World without History”. This makes 
possible for every other Western scholar 
^io become an “authority” in his own small 
j^feserved domain. 



As it must have been more than clear from 
the above, the reviewer does not belong to 
the discipline of social anthropology. This 
would have been an inhibiting factor, if not 
for the respectable scholarly reason of 
recognising Che limits of on^s own com¬ 
petence, at least for the reason of con¬ 
venience of not exposing one’s ignorance to 
ridicule. This inhitation has been overcome 
in the present case by the fact that the author 
has, as an application of what he calls his 
original contribution to methodology, gone 
much beyond such traditional concerns of 
his discipline like legends and rituals, caste 
and kinship and entered areas which belong 
traditionally to the domains of economics 
and politics. The reviewer happens to belong 
to the disciplines of economics and politics 
but he is convinced that he cannot under¬ 
stand his society unless he makes serious 
study, in the spirit of Marxian political 
economy, of a whole lot of things that go 
under the disciplines of history, sociology, 
social anthropology, political science, 
religion, art, language, literature, etc As 
such, he feels that his deiiciency as a reviewer 
does not lie in his not being an insider of 
the world of professional social anthro¬ 
pologists. 

What seems to be one of the principal 
positions which the author arrives at ai^ter 
incredibly long and repetitive discussions 
spread all over the book is the following: 
“... we should question the utility of 
separating kinship, religion and politics in 
the sense of domains in W»tern society and 
ideology”. This however is hardly a novelty 
to Marxists excepting that they would not 
make the point about Vishnupur society vis- 
a-vis Western society but about any pre¬ 
capitalist society and any capit^st society. 
It has been recognised a long time back 1^ 
Marxists that in pre-capitalist societies 
economic political, ideolcv>caI and kinship 
factors are intermesbed in such a fashion as 
to make it impossible to isolate one from 
another. It cannot however be said that the 
author has succeeded in illuminating this 
intermeshing with any kind of a light from 
the theoretical innovation that he claims to 
have made The book itsdf is a curious tater- 
meshing of lengthy descriptions or narratives 
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without uiy theoretical framework and 
obscure statements which are in the nature 
of assertions and which, despite endless 
claims, do not amount to uiy kind of a 
method or an approach. The narratives 
relate to what he calls Itihasa (which he 
treats as the closest approximation to both 
legend and history) of Malta kin^ ahd a 
particular version of the all-too-familiar folk 
tale about the rivalry betweot the snake god¬ 
dess Manasa and the defiant Chand Sadagar 
(which name, for'inexplicable reasons, is 
written as Cando) that he heard from a par¬ 
ticular village headman. Not surprisingly the 
version differs in detail fh>m the standard 
one established ih literature during the last 
several centuries. Why is it to be preferred? 
The narrative part includes also a highly 
compressed account of the Naxalite move¬ 
ment. The descriptions refer to the rituals 
associated with different gods and goddesses 
and the different temples; the performance 
of Jatra, a form of Bengali folk theatre as 
presented by two commercial Jatra groups 
of Vishnupur (complete with diagrams of 
stage and green room); the layout of the 
main market place, showing the arrange¬ 
ments in space of different kinds of shops, 
once again complete with nice diagrams. As 
to the passages purporting to be theoretical 
propositions, the following illustrate them 
for all their profundity or its absence; 

"Jatra is a process, so appropriately 
enough the performance is divided into 
several stages (rasas)” (stages « rasas?) 

“Pujas and i^ranas, Patabs and Jatras are 
indigenous cultural form in which units, 
categories and elements of society are 
arranged and brought into particular rela¬ 
tions. Each of these forms is separate and 
distinct, though not isolated from the rest!' 
(Can anything in a society be totally isolated 
from the rest?) 

“In one central respect our three forms 
stand for process: passage through a cycle 
from a be^nning to a close, from an initial 
disequilibrium or displacement to a libera¬ 
tion, rerolution or reward” 

“Bazaar, Puja, Sarkar are yielded through 
structure, system and form in diachronic and 
synchronic perspectives;* 

“Bazaar, Pujai Andolan, Sarkar are auto¬ 
nomous yet hierarchical, separate yet a part 
of each others form!’ 

“The power of the gods is both the same 
and otha than the power of the mahajan. 
Both are aspects of .^lity, the power and 
energy to act, but one takes place in. the 
encounter between gods and men (in puja), 
the other in the encounter among men (in 
the bazaar);* 

We shall readily admit that our failure to 
appreciate these theoretical sounding state¬ 
ments be due to our ignorance, though 

we cannot distaiss the possibility that they 
play no diffident rote than that played ^ 
heavy mathematical expressions in econo¬ 
metric papers, namely, foat of inspiring awe 
in the unilh^ted, ijh am liew^ much, 
mom .. 
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chnpun carrying the titles ‘Bazaar’ and 
‘Andolan’ which deal with economic and 
political matters. The problem with these 
chapters sUrts with the titles themselves; 
‘Bazaar* in Bengali does nqt stand for 
market, nor does ‘Andolan’ mean either 
rebellion '^or revolution ("Itihasa Bazaar, 
Ptija, Jatra and Andolan, which may be 
glossed aa ‘history’, ‘market’ ‘ritual or 
festival’, ‘theatre’, ‘revolution’ .. .*’). Marlut 
in economics stands for an institution: 
Bazaar stands for the market place. The 
world Andolan is used by English-speaking 
Bengalis interchangeably with the English 
word ‘movement’. This confusion between 
revolution, rebellion and movement is only 
one among the many that occur in the 
chapter on ‘Andolan’. About the chapter 
called ‘Bazaar’ the question to ask is: what 
is the justification of this descriptive 
account? It is not that economists have not 
studied the functioning of markets both 
analytically and descriptively.-The author’s 
account does not show any specificity of 
Vishnupur. The ‘Andolan’ chapter makes 
this question even more urgent. The Naxalite 
movement did not originate anywhere near 
Vishnupur nor did the town play any crucial 
role in that revolutionary upsurge. One does 
not see from the account presented by the 
author any advantage of looking at the 
country-wide phenome^non from the view¬ 
point of Vishnupur. If the author claims that 
he has been able to connect the Naxalite 
movement with the legends otMalla kings, 
the rituals of the goddess Manasa and the 
techniques of Jatra performance that claim 
cannot simply be sustained. It is not sur¬ 
prising that the compressed narrative 
account should contain serious errors like 
ascribing the split in the Congress Party tc 
some unspecified “issues of good pro¬ 
duction” and tracing the armed revolt in 
Telengana to what he calls the ‘Zhdanov 
line’. 

In a book of this kind the number of 
mistakes one finds in the use, interpreution 
and paraphrasing of Bengali words is 
astoundin^y high. Some examples are: Mulo 
Dhan (instead of Mul Dhan); Puranic 
(instead of Pauranic); Itihasik (instead of 
Aitihasik): Mrinmoyee does not mean “one 
from the earth”; dhara and badha, when 
referring to customers, means regular ones 
and dot ‘caught’ and ‘bound’. Sati cannot 
be translated as ‘true’ wife: it stands for 
faithfulness. Dor and Dam cannot possibly 
mean ‘price or cost’, for price and cost in 
Et^lish do not mean the same. 

The author is extremely emphatic about 
the Indigenous term not being exactly 
translatable. But he himself makes two kinds 
of mistakes. He forgets that many English 
terms have entered the Bengali vocabulary 
with their original meanings. As such, he is 
wrong to assert than “eevolution, nationa¬ 
lism, and the like do not mean the same 
thtpg in lev^ dontcxt they, occur. In much 
l^storical writing about India the 


European meanings of these terms are 
simply attributed to Indian realities!' 
However, revolution and nationalism are 
terms wMch are used in India with exactly 
the same meanings as they carry in the 
English language from which they have been 
borrowed. 

On the other hand, the author provides 
Bengali translations of his own of a large 
number of terms for which no legitimacy can 
be claimed. He apparently has taken the help 
of his Bengali acquaintances who need not 
be accepted as authorities. Examples of such 


freewheeling renderings are: ‘sasan’ for 
authority, ‘gosthi paribar’ for joint family, 
‘sangsar’ for everyday life, ‘akkarsankara’, 
‘cepedeoya’, ‘cepejaoya* for caught, pos¬ 
sessed. descended upon by deities. 

It is of course a platitude that “a valid 
approach to society can be generated out of 
indigenous history, tradition, culture and 
symbolism!’ If however the author thinks 
that he has succeeded in developing such an 
approach, he is, we regret to say, under an 
illusion. 


Debt Management in India 

L M Bhole 

Fiscal Policy, Monetary Analysis and Debt Management by B C Thaker; 
Ashish Publishing House, New Delhi, 1985; pp xvi -i- 356, Rs 2(X). 


THE book under review, although it is not 
specifically stated so by the author, seems 
to be some version of the author’s PhD 
thesis. Its objectives, as spelt out by the 
author himself, are: (a) to evaluate manage¬ 
ment of the public debt and composition of 
debt according to maturity pattern and 
ownership pattern, (b) to evaluate manage¬ 
ment of public debt in the context of its 
usefulness, as one of the instruments in 
stabilisation of the economy, and (c) to 
evaluate monetary policy in general and in 
connection with public debt management in 
particular, in India. From this statement of 
objectives and from the chapter contents, it 
is clear that the book is about debt manage¬ 
ment in India. 

There are nine chapters and five appen¬ 
dices in4he book but the appendices have 
not been mentioned in the Contents of the 
book. Out of these, four chapters and two 
appendices are on public debt and its 
management. Although chapter three is on 
principles and practice of d<bt management, 
the reader does not learn really much about 
the principles of and problems involved in 
debt manag«nent. The author’s opinion that 
“debt manangement is mainly concerned 
with maturity structure’’ (p 74) is rather 
questionable. The chapter on public debt 
and planning contains a general discussion 
of five-year plans and no attempt has been 
made to analyse plan-wise debt raising 
activity in terms of changes in issue price, 
redemption yield, volume, etc, which the 
author himself has chosen to include in one 
of the tabl« in this chapter. The chapter five 
presents a lot of information on the com¬ 
position of debt, and maturity and owner¬ 
ship pattern of public d^t in India. The 
time-series data on these aspects presented 
in a number of ubles would be found to be 
useful by students. However, it is unfor¬ 
tunate that the numbering and sequencing 
of tables indicates the lack of cate in presen¬ 
ting the material. Thble 5,3, for example, is 
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followed by Tables S.l (b), 5.4, 5.4(a), 5.7, 
a table without number, cable S.4(b) and so 
on in that manner. Chapter six tries to des¬ 
cribe the working of open market operations 
vis-a-vis the public debt held by the RBI. 

The other chapters and appendices do not 
really fit with the main theme of the book. 
In any case, they are not really well-inte¬ 
grated in the scheme of the book. The title 
of the book is rather inappropriate; it has 
been made unncessarily overambitious. For 
instance, no other aspect of fiscal policy than 
the debt management has been discussed in 
the book. 

On the whole, graduate students of econo¬ 
mics may find the book of some use as a 
means of acquaintance with certain topics 
in monetary economics. It presents in many 
places a review of literature on these topics. 
One wishc.s, however, that the author had 
adopted some focus, fixed some purpose 
while, presenting the contributions of the 
authors, approaches, and committees chosen 
by him for discussion. It is also normally 
expected in such books that the authoi 
attempts some critical examination/appre¬ 
ciation of the ideas, theories, concepts 
reviewed by him. Such an effort is mostly 
absent in the present book. The book, un¬ 
fortunately, contains too many grammatical 
and other errors. There was definitely a vast 
scope for improving the plan, scope, orga¬ 
nisation, integration, rigour and depth of 
analysis in this book. The price of the book 
also may be regarded as being too high for 
its utility. 

Errata 

IN EPW, April 12, 1986, p 671 (‘Injectable 
Contraceptives: Further Considerations’ by 
Iris Kapil), the sentence “Research shows 
that this is dangerous to health” should read 
“Research shows that this is not dangerous 
to health”. The error is regretted. 

Ed 
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New Turn in Economic Policy 

Context and Prospects 

Prabhat Patnaik 

The growth strategy being pursued by the government, it is argued here, apart from its other economic, social 
and political consequences, does not even promise any great achievements. This is not to plead for a restoration 
of the earlier economic regime whose contradictions have paved the way for ‘liberalisation* in the first place. 
Rather, these contradictions have to be overcome, but in a manner completely different from, and opposed to, 
what the World Bank and other agencies have been advocating. Not only must the orientation of economic policy 
change visibly in favour of the working people, but the implementation of policy must itself be based upon the 
active participation of the working people. Such a change would also have the effect of raising the working people 
above their preoccupation with economism and narrow sectional interests. 


AT First sight, it may appear paradoxical that 
at a time when the advanced capitalist world 
is going increasingly protectionist, when 
mahy of the third world countries which had 
pursued ‘liberal’ trade regimes are in the 
throes of severe debt-crises, India should be 
embarking upon a course of ‘liberalisation’ 
which entails not only greater freedom for 
domestic capitalists, but also a ‘liberalisa¬ 
tion’ of imports and of restrictions upon the 
entry of multinational corporations. The 
usual arguments advanced in support of the 
new turn in economic policy, e g, greater 
^efficiency’ in resource-use, technological 
revamping of the economy, unshackling 
private initiative from the web of controls, 
can scarcely suffice as an explanation for 
this phenomenon, aside from their shal¬ 
lowness, on which more later, economic 
policy in an economy like ours is strongly 
anchored in class-interests and class-pres¬ 
sures, and It IS in this terrain that we have 
to locate the change in context that has given 
rise to the new turn in economic policy.' 

1 

The economic regime which was erected 
in India during the Second Plan years as a 
part of India’s effort to launch a relatively 
autonomous and relatively ambitious in¬ 
dustrialisation programme, has all along 
faced strong and persistent external pressures 
against it. These pressures have intensified 
further in recent years in the context of the 
economic crisis in the advanced capitalist 
countries. As a preliminary to a discussion 
of this intensification, however, a word on 
the nature of these pressures in general may 
be in order 

From the Ford Foundation Team’s report 
in 1959, to the report of the World Bank 
Mission that followed, to the dcvaluation- 
cum-import liberalisation package of 1966, 
to the barrage of World Bank ‘advice’ that 
has poured in since then, to the condition¬ 
alities imposed b> the IMF, one message has 
been persistently sent out to India; the 
economic regime consisting of protec- 
^tionism, large public sector investement, 
emphasis on the development of producer’s 

1014 


goods, controls upon the private sector in 
general, and upon multinational corpora¬ 
tions in oarticular. should be dismantled. 
India’s attempt to break away consciously, 
b) erecting protectionist barriers and using 
the public sector as a spearhead, from the 
pattern of international division of labour 
inherited from the colonial past, should be 
abandoned: instead, the direction and 
magnitude of the break from the pre-existing 
production structure should be left by and 
large to the ‘free play of the market forces’, 
i e, to the predilections of private capital, 
which means in effect metropolitan capital, 
with the state concentrating its efforts, such 
as It can make, in areas like agriculture and 
‘rural development’, population control, and 
certain kinds of infrastructure 
While this ‘advice’ has been proffered 
usually in the name of ‘efficiency’, ‘com¬ 
parative advantage^ and the like; occasionally 
(as in the McNamara era) in the name of 
‘poverty-removal’, and of late by invoking a 
neo-Schumpeterian vision of ‘entrepreneur- 
ship’ which would usher in rapid growth, but 
for the deadweight of state regulations and 
controls, to see such ‘advice’ as merely a 
variety of dispassionate disquisition upon 
the relative merits of aiternative development 
strategies would be a serious error. None of 
the advanced capitalist countries of today 
can be said to have industrialised within the 
framework of a ‘liberal’ trade regime; the 
closest to a ‘liberal’ trade regime adopted 
anywhere historically was in the third world 
countries before the First World War, where 
it was imposed rather than adopted, and the 
inadequacy of the industrialisation occur¬ 
ring within It IS attested to by the very 
phenomenon of underdevelopment which 
exists today.^ The successful examples of in¬ 
dustrialisation within a ‘liberal’ trade regime 
are allegedly constituted by South Korea, 
Hong Kong, Singapore and Ikiwan (one 
does not hear much about Brazil these d^). 
And when 5^%stern agencies preach to the 
entire third world, including India, the 
virtues of ’liberalisation’ on the basis of the 
experience of this handful of tiny countries 
(if one may call them that), an experience 
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which Itself is open to diverse interpreutions, 
then clearly their ‘advice’ is motivated by 
something other than pure altruism. 

The struggle between capitals belonging 
to different countries is a struggle foi 
economic space. In this struggle, the capital 
of each country uses, to the extent it can 
the power of its state. The instruments ol 
this struggle are diverse, ranging from pro¬ 
tectionism, to subsidised dumping abroad, 
to the acquisition of spheres of influence, 
colonies, of just political leverage, to the 
introduction of technical change, usually 
these days with the direct aid of the state, 
to tightening control over the work-force, to 
even wars (e g, the clash between the ambi¬ 
tions ot Japanese and US capitals leading 
to the Pacific war). What are often referred 
to as antinomies, e g, between ’import sub¬ 
stitution’ and ^port promotion’, between 
‘inward’ and ‘outward’ looking strategies of 
development, are not really antinomies, but 
different, and not necessarily mutually 
exclusive, ways of expanding the economic 
space available to a particular capital (e g, 
the case of Japan), of which one may be 
more in evidence at a given conjuncture; 
Even the propagation dnd-adoption of 
laissez-faire is an instrument in certain situa¬ 
tions for expanding the economic space 
available to capital, e g, Britain in the 
nineteenth century (though Britain rnnained 
stuck to it in the interests of the City) and 
Japan’s very recent efforts to increase im- 
porK in order to stave off America’s threat 
to cut down on imports from Japan. 

The imposition of tariff protection fol¬ 
lowed by fairly pervasive quantitative import 
restnetions in the Fifties by the post- 
Independence Indian State was a measure 
to expand the economic space available to 
Indian capital by cordoning off the domestic 
market for it. Like-wise large-scale sute 
investment expenditure was a means of 
enlarging the home market forindian capital 
while simultaneously plugging gaps in the 
production structure Iv taking up rdatively 
high-risk areas, not sufficiently attractive to 
private capital. Due; the State did not hand 
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over Its enterprises to private capital after 
a while, as had happen^ in other countries 
like Japan and Paktsun. and as had been 
visualised in the Bombay Plan drawn up by 
leading capitalists, who had also asked foi 
large State investment But the fact that the 
public sector came to occupy a more or less 
permanent position, thanks to the weight of 
working class and petty bourgeois hostihty 
to monopoly capital, should not obscure the 
basic point that the economic regime oected 
in the fifties sought to promote a relatively 
autonomous and rapid capitalist develop¬ 
ment in the country by expanding the 
economic space available for Indian capital 

And It IS this precisely which drew the ire 
of metropolitan capital, notably of the US, 
Its leading centre The US approach, how 
ever, underwent a change, from outright 
hostility of the Dulles years, to a more 
sophisticated response thereafter, whereby 
the US, both directly as well as via agencies 
like the World Bank which it dominates, 
participated in India's industrialisation 
eftort and sought to pressurise for a change 
of economic regime through such participa 
tion The World Bank group financed not 
only industrial projects, but even public 
sector projects, as a consequence ot which, 
first It could induct multinationals into the 
public sector itself through its policy of 
issuing global tenders’, secondly, it could 
acquire vantage positions in policy making 
in critical areas financed by it, and thirdly, 
11 could acquire powerful polibcal leverage 
in pressing for macro level policy changes 
in the duection of a 'hberal' economic regune. 

Ot late however, external pressures for a 
change in the economic regime have become 
considerably intensiiied The Reagan Admim 
straiion s decision to choke off ‘soft lending', 
and Its nsistence that third world countries 
like India should have greater recourse to the 
private capital market is a powerful influence 
acting in the direction of 'liberalisation' 
Multinational banks are in general more 
ready to give or raise loans for projects with 
which multinational corporations, pre 
terably those linked to them or from their 
coumry of origin, are associated In any case 
multinational banks are chary of lending to 
a third world country which is surrounded 
by high protectionist walls and is pursuing 
a relatively autonomous pohey aimed at 
shutting out to a great extent foreign capital 
and goods From their point of view, a 
country with a ‘liberal’ economic regime, 
and preferably one which is subject to IMF- 
discipline and constrained to obtain ‘good 
behaviour' certificates from the IMF from 
time to time, would be a more worthwhile 
borrower Thus pushing the third world 
countries to the private capital market is 
tantamount to forcing them to ‘liberalise’ 
their economies While this pressure to 
‘liberalise’ existed earlier, we now have a 
substitution of the slow but sustained 
pressure exercised through Wbrid Bank soft- 
lending, by the more intense pressure exerted 


by the requirements of the private capital 
market And the Reagan Admimstrauon has 
been quite candid about it The positions it 
has taken on a host of other issues, e g, fresh 
SDRs, raising IMF quotas, etc, are linked to 
Its desire to see third world countries subject 
themselves to the discipline of the ‘free play 
of the market for es’, i e, open their eco 
nomies to the products and investments of 
multinational corporations 
lb attribute this ‘hardening’ ot attitude 
to the quirks of a Reagan and the men 
around him, however, would be erroneous 
This ‘hardening represents a response to the 
crisis in the advanced capitalist countries 
The crisis, unlike what ‘glr^al Keynesiamsm’ 
typified by the Brandt Commission believes, 
IS not a mere matter of deficient aggregate 
demand, if ,l was, then a reflation, howevei 
brought about, would get these countries out 
of the crisis. But the essence of the ensis lies 
in the fact that a reflauon of these eco 
nomies would almost certainly bring in its 
train sharply accelerated rates of inflation, 
that levels of activity and employment 
witnessed in the prc-crisis years are not 
sustainable today without rapid accom 
panying inflation on account of higher raw 
material prices and wage demands In such 
a situation, not any kind of expansion, but 
an expansion which simultaneously destroys 
activity elsewhere in the world, appears to 
be a more promising route to sustained 
recovery in the advanced capitalist world ^ 
In other woids exporting crisis and un 
employment to the third world rather than 
Keynesian pump priming holds a better 
promise for recovery in the advanced 
capitalist world since the pressure on raw 
materials prices in the former case would be 
comparatively less This, at a world level 
would correspond to what Marx might have 
called growth at one pole thiough "centra 
lisation of capital 

Forcing ‘liberal economic regimes on the 
third world thus helps recovery in the 
advanced capitalist world by increasing the 
latter’s sales at the expense of local pro 
ducers in third world markets It also helps 
recovery insofar as the devaluation which 
often accompanies ‘liberalisation helps to 
keep raw material export prices from the 
third world low Moreover, quite apart from 
the question ol recovery, such ‘liberalisation 
opens up avenues of profitable investment 
for metropolitan capital in a period of crisis 
To say all this is not to suggest any well 
thought out ‘conspiracy theory’, noi is it 
being claimed that entry to third world 
markets would actually get advanced 
capitalist countries out of the ciisis the 
quantitative magnitudes involved are per 
haps too meagre for any such prognositca 
tion But in a petiod of crisis, large capital 
always gobbles up small capital, it is not 
surprising therefore that metropolitan 
captud, in a period of crisis, would be 
wanting to gobble up smaller capitals 
sheltering behind protective walls, and hence 


wanting to break down these walls This 
desire, given the nature of constraints other¬ 
wise faced bv macio level policy makers, 
pushes ‘liber i isation' in the third world to 
the forefront of preferred options of the 
Reagan Administration 

II 

Together with intensified external pressure, 
and perhaps even more decisive as a con¬ 
tributory factoi, has been a strong build-up 
of internal pressure in favour of ‘liberalisa¬ 
tion’, and this merits close examination Tb 
say that the build up of internal pressure has 
been on account of the fact that Indian big 
business, which had wanted (notwithstanding 
all Its sniping) and has benefited from the 
earlier economic regime, has now ‘come of 
age has outgrown that regime and would 
now like more elbow room, is altogether 
inadequate as an explanation For one thing 
It does not explain the disenchantment of 
the antimonopoly sections with the earlier 
regime, which has made their or position to 
'liberalisation' relatively subdued till now, 
tor another, it blurs the differences which 
undoubtedly exist within big business on the 
question ot ‘liberalisation Ihe transition 
must be understood not as a result ol the 
natural growth in the ambitions of a mono 
poly bourgeoisie which has giadually 
gathered strength, but as a response to the 
crisis which has developed within the earlier 
tegime This crisis consists in the fact that 
the ability of the regime to generate substan¬ 
tial industrial expansion at any r m the 
large scale sector, has got progiessively 
impaired over time ^ Some slowing down of 
growth 111 large industiy was to be expected 
with the exhaustion of the import substitu 
non , issibilities opened up in the fifties, 
additionally however the growth of public 
investment has slowed down since the mid 
sixties ' for nearly a decade after the mid 
sixties ‘real’ public investment remained 
stagnant in absolute terms There has been 
some recovery since then but this has been 
(a) nowhere near recapturing the earlier rates 
of growth, and (b) concentrated largely in 
cnergv especially petroleum (with substan 
tial leakages abroad ol the second order 
effects) to the exclusion ol investment in 
other cruical areas 

1 he growth ot public investment had been 
the major stimulus for industrial growth in 
the economy m the post Independence penod 
Through Its direct purchases of commodities, 
through the incomes it generated and 
through the second order effects ot both 
these ways of primary inicction ot demand, 
a growing public sector had brought about 
an expansion of the home market Insofar 
as public sector investment had gone in'o key 
infrastructure and capital goods industries 
It had contributed to a lilting ot potential 
supply consiraiii s upon industrial growth 
And finalls insof ii as public investment in 
nrigation and other spheres catering to the 
agricultural sector had enhanced agricultural 
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growth directly as well as indirectly, by 
stimulating complementary private invest¬ 
ment,* it had contributed to industrial ex¬ 
pansion via both supply- and demand-side 
effects. In short, it had been a key exo¬ 
genous, 01 autonomous, factor, itself not 
influenced necessarily by profitability or 
market considerations, that had stimulated 
an expansion of the whole economy, and in 
particular of the industrial sector. Stagna¬ 
tion of public investment obviously therefore 
acted as a damper on industrial growth. Not 
surprisingly, the economic regime erected to 
fadlitate public investment-led growth came 
to acquire a certain amount of disrepute. 

The reason for the stagnation of public 
investment in turn lay in the developing 
fiscal crisis of the State. From the very 
outset, it was clear that growing public 
investment was to be financed not by snat¬ 
ching away a part of the economic surplus 
already Accruing to the propertied classes, 
but by extracting forced savings from the 
common people, i e, by enlarging the overall 
share of economic surplus. The Bombay 
Plan, while calling for large-scale State 
investment, stipulated that as much as 40 per 
cent of the proposed plan outlay should 
come from deficit financing. In the course 
of Indian planning, as it actually turned out, 
apart from foreign aid, indirect taxation and 
deficit financing have been the main 
sources of plan finance. The main burden 
of indirect taxation in India falls on the 
lower income groups.^ Likewise, unless con¬ 
siderable 'slack' in the Keynesian sense exists 
in the economy, which would not be the case 
In an underdeveloped country embarking on 
growth and structural transformation, 
deficit financing would generate a profit- 
inflation by impinging on the consumption 
of the lower income groups. Both of these, 
in other words, are instruments of forced 
savings with the following difference 
between the two; while indirect taxation 
transfers resources directly from the com¬ 
mon people to the State, deficit financing 
transfers resources into the hands of the 
capitalists, traders and landlords, who in 
turn loan these to the State by holding a non¬ 
interest bearing public debt, i e, money. It 
represents a bonanza for the propertied 
classes. Both these ways of financing public 
investment incidentally have this common 
effect; the expansion of the home market by 
public investment is accompanied by a con¬ 
traction (not necessarily of an equivalent 
order) of the home market caused ^ forced 
,• savings. 

But the use of such regressive instruments 
, of plan finance does not necessarily mean 
that the consumption of the lower income 
groups would continue to get further and 
further squeezed. After a certain period of 
transition, the share of economic surplus in 
output may get stabilised:” indirect taxation 
and deficit financing, while continuing to 
fii»nce growing public investment, need not 
‘ 'impose any further squeeze, over and above 


what has already been donev on the con¬ 
sumption of the working people. What 
prevents such a denouement, and pulls down 
public investment via a fiscal crisis is the 
following; not content with leaving intact the 
share of output accruing as surplus to the 
propertied classes, not content even with 
augmenting their share through deficit 
financing and profit inflation, the govern¬ 
ment additionally takes a whole series of 
steps, including r^uction of direct tax-rates, 
doling out a growing volume of transfer 
payments in the form of subsidies, ^uts’ on 
public investment projects, etc, whose net 
effect is a steady increase jn the share of 
private economic surplus in output. Such a 
rise in the share of private economic surplus 
must lead either to a steadily increasing 
squeeze on the consumption of the working 
people or to cut-backs in public investment 
growth, or perhaps a combination of the 
two, unless we postulate that the growing 
private surplus can be converted to public 
debt at will with no further consequences on 
the commodity markets. But as long as this 
growing surplus makes its impact felt upon 
commodity markets either through en¬ 
hanced luxury consumption or enhanced 
speculative hoarding from time to time, the 
government would be forced to apply brakes 
on its investment programme to keep infla¬ 
tion from getting out of hand.* This has 
been a familiar scenario in the Indian con¬ 
text, leading to an overall slow-down in the 
growth of public investment, and with it in 
the growth of the large-scale industrial sector 
at any rate. 

From the foregoing it is clear that the 
savings rate as such is not of much con¬ 
sequence for the growth performance of 
any economy. What is crucial is the amount 
of savings which the State, i e, the entity 
undertaking 'autonomous' investment, can 
generate for itseff out of its tax and other 
revenues. The savings which it can tforrow 
do not provide a sound foundation for its 
investment, because against such borrowings 
the private sector holds easily liquefiable 
assets which can be converted to com¬ 
modities at wilt and spark off serious infla¬ 
tion.'* The paradox of a resource crisis for 
the State, and consequent stagnation, coexi¬ 
sting with one of the highest savings rates in 
the third world, is thus not so difficult to 
explain after all. 

It also follows that much of the talk that 
has been going on about 'inefficiency' in the 
economy has been of an extremely facile 
kind. We have just seen that a rise in the 
share of private economic surplus, to the 
extent that it increases the demand for com¬ 
modities, either for luxury consumption or 
for unpr^uctfve investment (e g, hoarding 
of commodities) may lead to a combination 
of both a reduction in public investment (to 
keep inflation in check) as well as a squeeze 
on working peopIc^s consumption (since 
some inflation would nevertheless take 
place). In the case where unproductive in¬ 


vestment takes place, we would observe ex¬ 
post a rise in the savings ratio, and ejbll in 
the growth rate By definition, the capital- 
output ratio in the economy would have 
gone up. It would also in practice go up in 
such a case for yet another logically distinct 
reason which we have so far not considered. 
A cut back in public investment disturbs the 
phasing of apenditure on projects. Not only 
is it that less capacity is created on account 
of a cut-back in public investment, but the 
time sequence of availability of extra capa¬ 
city is disturbed, which contributes in real 
life (i e, off steady state paths) to a rise in 
capital-output ratio. Such an increase in the 
capital output ration reflecting the fiscal crisis 
of the State, derives however from the class- 
bias of the State, and has little per x to do 
with the question of controls and State 
regulation. The almost automatic intel¬ 
lectual response, which one often come 
across, of treating any increase in capital- 
output ratio as symptomatic of the “in¬ 
efficiency" bred by government controls and 
regulations, without specifying any dynamic 
theoretical construct to establish the plau¬ 
sibility of the argument, is based on preju¬ 
dice rather than any theoretical judgment." 

4t is, however, public sector 'inefficiency' 
in particular, which agitates the proponents 
of 'liberalisation'. There is even the view that 
It is not so much the slow-down in public 
investment growth, as the growing in¬ 
efficiency of the public sector, which has 
contributed to industrial slow-down via 
supply constraints of various kinds. 
'Efficiency' is a tricky concept; comparisons 
of 'efficiency' between the public and private 
sectors are trickier still; and ‘inefficiency’ 
relativoto some ‘norm’ cannot meaningfully 
provide an explanation of dynamic move¬ 
ments. There is, however, an a.spect of public 
sector working which deserves attention 
In a modern capitalist economy with per¬ 
vasive State intervention, the State plays a 
crucial role in determining the distribution 
of income between classes.”. Prices pre¬ 
vailing in the market place, upon which 
distribution depends, are themselves inter¬ 
fered with by the State Moreover, the budget 
supervenes to affect distribution through 
taxes, subsidies, transfers, etc. Not surpri¬ 
singly the budget becomes an additional 
arenf of class-struggle The propertied 
classes with control over State power have 
a decisive edge in the struggle, which 
accounts for the rise in the khare of private 
economic surplus mentioned above But the 
budget, how^jever belatedly and in howsoever 
niggardly a fashion, must give something to 
the other classes; It cannot altogether ignore 
them. This is why some check is sought to 
be kept on the rate of inflation, some relief 
is sought to be provided against inflation, 
and so on, all of which contHbute to the 
fisbal crisis. The public sector too is not free 
of these pulls and counter-pulls. It too 
becomes a means of furthering private 
enrichment through “Idck-faacki”, '^ts**. 
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etc; «U of which aie ultinutdy translated as 
Ineflkleiicy”. But this is not all lb provitte 
a sop to the working dass. public sector units 
often go in for over-su^ng and inflated 
pay-^Is, which further adds to the 'in- 
efndency’. Thus public sector InefTiciency’ 
is usually a manifesution of the same 
tendency which gives rise to the Fiscal crisis 
of the State. The basic factor here is the use 
of the State for private enrichment, subject 
to the constraint that other classes must not 
be alienated too much from the Sute. 

Several conclusions follow: first, it would 
be sheer casuistry to separate the question 
of investment growth from the question of 
efficiency. Quite apart from Kaidorian 
reasons, which are very important in this 
context, declining public investment growth 
and growing public sector ‘inefficiency’ are 
manifestations of the same social pheno¬ 
menon.*^ Secondly, since to a large extent 
the ‘inefficiency’ of the public sector is 
caused by private enrichment at the expense 
of the State, to use the very same ‘in¬ 
efficiency’ as an argument for privatising the 
public sector, or for restricting it to allow 
greater scope for the private sector, is a non- 
seqmtur. Thirdly, this ‘inefficiency’ is rooted 
in the political economy of Indian develop¬ 
ment. It IS ultimately a class question which 
must be recognised as such. 

It is in the context of the crisis of the 
system that the build-up of internal forces 
pressing for ‘liberalisation’ can be analysed. 
One consequence of the crisis is that big 
business finds the growth of its investment 
opportunities constricted relative to the 
growth in its command over capital. Apart 
from the usual activities one would expect 
in such a situation, e g, takeovers, siphoning 
funds abroad, or undertaking some foreign 
investment, it is constrained to woo metro¬ 
politan capital for entering the international 
arena in a significant way through exports 
and third country projects. Metropolitan 
capital, however, usually insists upon an 
opening up of the domestic markets. While 
Indian big business would not mind an 
opening up of the domestic market in areas 
dominated by the public sector, or by small 
capitalists, it is loath to relinquish its own 
vantage positions in the Indian market. It 
would however like a measure of domestic 
decontrol, delicensing and deregulation in 
order to expand into certain hitherto- 
frowned upon avenues, in order to gobble 
up smaller capitals, and <n order to enter 
some of the areas currently occupied by the 
public sector Thus the attitude of big 
business to World Bank-style liberalisation 
is one of cautious and qualified support. 

The more ardent supporters of ‘libmlisa- 
tion’ ate to be found among some of the new 
houses, and among a stratum of prosperous 
businessmen, rather shadowy characters 
consisting of both resident and non-residCht 
Indians, who have emerged to quiet pro¬ 
minence in recent years. In Amiya Bagehi’s 
description, “they are skilfUl traders, finan¬ 


ciers, real estate developers, fixers and 
wheeler-dealers”, for whom “the whole 
world is a happy hunting ground”.*’ And 
finally, there is the group of affluent con¬ 
sumers, among them In ]»rticular the urban 
upper middle class, whose desire for foreign 
go^s is hardly satisfied by the smuggling 
that goes on, or the gifts that they occa¬ 
sionally receive from expatriate relatives, or 
the puiduses they occadonally make on their 
foreign trips. For them, “liberalisation” is 
a welcome measure; which promises to make 
sophisticated consumer goods available in 
abundance in the domestic market itself. 

The weight of these last mentioned groups 
however would perhaps not have been suf¬ 
ficient to tilt the balance in favour of a 
change in the economic regime, if the 
suppoit, however qualified, of the entren¬ 
ched monopoly bourgeoisie had not been 
forthcoming. And for that the crisis of the 
economy under the earlier regime is respon¬ 
sible to a great extent. 

Ill 

The broad contours of the economic 
strategy underlying the new turn in policy 
are clear enough, nothwithstanding dl the 
back-tracking on the part of the government 
since the presentation of the 1985-86 budget 
wherein the strategy was explicitly arti¬ 
culated. A reduction of controls and regula¬ 
tions, a lowering of corporate tax-rates, more 
liberal imports of components and techno¬ 
logy in certain aieas, a restriction of public 
investment to levels considered essential for 
the provision of key infrastructural inputs 
like energy, and an awakening of latent 
demand, as well as its stimulation through 
further tax-concessions, for a number of 
what were hitherto considered luxury goods: 
these in brief are the main elements of the 
new strategy, around which perhaps a con¬ 
sensus of sorts also exists at the moment 
among the various groups favouring ‘‘libera¬ 
lisation”, no matter how pregnant with con¬ 
tradictions this consensus may be. 

Certain points about this strategy, which 
for convmience may be labelled as one of 
“luxury consumption-led growth”, are clear 
enough. Firstly, no matter what protesta¬ 
tions there are to the contrary, it is funda¬ 
mentally a deliberate anti-egalitarian stra¬ 
tegy. It should not be concluded that only 
a shibboleth has been dropped, that a 
phoney commitment to egalitarianism has 
been merely replaced by a pragmatic recog¬ 
nition of inegalitarianism. Shibboleths do 
after all represent something, and a transi¬ 
tion from shamefaced inegalitarianism to 
open inegalitarianism cannot but increase 
the quantum of inegalitarianism. Secondly, 
it must inevitably lead to an increase in the 
weight of metropolitan capital in the Indian 
economy. Liberalisation of imports of 
goods, components and technology for 
catering primarily to a domestic market 
where luxury consumption is being allowed 
to expand, must have an adverse impact on 


the balance of payments, which would make 
the economy in the current situation more 
dependent upon multinational banks. 
MNCs of course would be direct benefi¬ 
ciaries of such liberalisation. The weaken¬ 
ing of the public sector, which potentially 
at any rate can work as a bulwark against 
metropolitan capital, would also help in 
increasing the weight of the latter; this in 
turn cannot but have an adverse impact on 
indigenous R and D, as is already burning 
apparent. Thirdly, owing both to direct com¬ 
petition from imports (e g, electronics), and 
indirect competition mediated by a shift of 
demand away from old goods to new ones, 
certain producers, among whom must be 
counted small capitalists and even petty pro¬ 
ducers, are bound to go under. The new 
textile policy has already shown that these 
fears are by no means exaggerated. 

What these arguments point to is a 
nai rowing of the class-basis of the State, 
which obviously entails a tendency towards 
political authoritarianism, a tendency that 
is particularly strengthened the need to 
‘discipline’ workers in order to allow ‘free 
play’ to the ‘market forces'. The truth of the 
proposition that a shift to economic ‘libera¬ 
lism’ is accompanied by the emergence of 
political authoritarianism has been demon¬ 
strated repeatedly in the third world. 

The point which really needs discussion 
however is not all this, whose validity may 
even be conceded by proponents of the new 
strategy, but something else, namely the 
extent to which this new strategy is capable 
of producing rapid growth sustained over a 
fair stretch of time It is on the growth impli¬ 
cations of the new strategy that differences 
may exist even among its opponents. 

The discussion on the growth-potential of 
the new strategy is bedevilled by an ele¬ 
mentary confusion which exists between the 
size of the market for the ‘new’ consumer 
goods themselves and the net expansion in 
the overall size of the domestic market which 
their introduction would call forth. Ceteris 
paribus when the purchase of new com- 
moflities is entirely at the expense of old 
commodities, then no matter how large the 
absolute magnitude of such purchase, there 
is no primary net expansion of the market. 
TVuc. insofar as the effects upon investment 
of these indentical magnitudes of expansion 
in some areas and contraction in others, are 
asymmetrical (e g, because gross investment 
cannot be negative in the latter), some net 
expansion takes place for this reason. But 
when the investment in the new goods is 
highly import-intensive, even this need not 
happen. Moreover, when the current-input- 
import-content of the new goods is higher 
than that of the old goods they replace, there 
may well be a net contraction in the size of 
home production and of the home market, 
of which the so-called “deindustrialisation” 
of the colonial period is a classic, though 
extreme, example'* If we ignore for the 
moment the effects upon investment, then 
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the matter can be put rijiorou^ly as follows 
as long as the current input import require¬ 
ment of the new goods is at all higher than 
of the old, any purchase of new goods at the 
expense of the old would always lead to a 
net contraction ot output, except in the odd 
case where the savings generated by unit pro 
duction of new goods are less than those 
generated bv unit production of old goods*’’ 
(and here the outcome would depend upon 
the specilic parameter values), this net con 
tractionary effect (leaving out the odd 
exceptional case) may ot course be counter 
acted by the ettects upon investment but it 
need not be Thus, far from rapid growth 
being ensured through the iniioduction ot 
new goods, a lowering of growth may ensue 
Of course this negative impact upon 
growth would not be there either if the 
purchase of new goods is financed out of 
savings, or if consumer credit is extended foi 
the purchase of new goods, or it the State 
runs an appropi lately enlarged budget 
deficit to counteract the recessionary con 
sequences of the introduction of new goods 
But while financing the purchase of new 
goods through consumer credit, or by 
running down savings, is a plausible assump 
tion in the case of new consumer durables, 
on which more later, it is less so in the case 
of nondurables As regards enlarging the 
budget deficit, it is fraught wi*h danger of 
another kind So far we have talked of the 
recessionary consequences of the introduc 
tion of import intensive new goods only in 
macro teims As a matter of fact, the 
incidence of recession would be uneven 
across sectors, and it may not even make an 
appearance in some sectors, e g, those pro 
ducing the most essential consumer goods 
A budget deficit, unlike consumer credit, is 
not necessarily tied to the purchase of 
specific commodities There is no reason 
therefore why the budget deficit should over 
come recession when it occurs, it may merely 
have the effect of stimulating inflation, via 
speculation fed by the enlarged liquidity on 
account of the budget deficit, in spheres 
where recession was negligible to start with 
In such a situation where (i) enhanced con 
sumer credit does not occur, (ii) purchases 
of new goods are at the expense of the old, 
and (ill) the government enlarges the budget 
deficit to stave off recession, it is not 
uiconceivable that the economy may land up 
with a worsened balance of payments, 
financed by increased indebtedness, a reces 
Sion, as well as an inflation in the prices of 
the most essential commodities "* 

\Vhcn we come to the case where con 
sumer credit is enlarged, our purchases of 
new goods are financed out of savings, 
which would be true primarily in the case 
of consumer durables, a problem of a dif 
ferent kind conftonts us It is not a problem 
pf immediate recession any longer, but a pro¬ 
blem of having continuously to expand con¬ 
sumer credit to an evei widening circle of 
consumers If the demand for new consumer 


durables, after an imtial spurt, is not to settle 
down merely to the replacement demand 
arising from the stock of durables already 
purchased, then consumer credit must be 
extended to ever widening layers of con¬ 
sumers to enable them to buy the new 
durables For this to happen, however, the 
producers must have access to substantial 
credits themselves and must be in a position 
to withstand the great risk involved in 
expanding consumer credit on a large-scale 
In a certain period when international banks 
were saddled with huge funds which they 
wished to off-load on to willing third world 
borrowers, a country like Brazil borrowed 
heavily on the international market and on 
the strength of such borrowing sustained an 
impressive automobile boom through expan¬ 
ding consumer credit But the situation 
today is vastly different Not only are coun 
tries like Brazil caught in a vicious debt-trap 
which has enforced significant absolute cuts 
in the living standards of the population, but 
no other third world country would be 
allowed to emulate the Brazil an example 
and run up such large debts Long before a 
consumer durables led boom has got very 
tar, a debt crisis would engulf the countiy 
That all this is no idle speculation that 
indeed the expansion of new consumei 
duiables purchases in the current state of the 
Indian economy would be too small to spark 
off a sustained boom of any significance is 
indicated by the case of Maruti cars In the 
'wo rounds of Maiuii bookings, separated 
from one another bv a gap of over two years, 
the orders have come to 140,000 vehicles for 
each round This gives a current flow 
demand ot about 70,000 vehicles per year, 
or total sales amounting to Rs 420 ctore 
C onsidering the tact that this is a low cost 
car, intended to cater to a supposedly wide 
middle class market, sales figures ot Rs 420 
crore per annum in the very initial years 
themselves, and that too when a part of the 
sales IS certainly at the expense ot sales of 
other commodities, do not offer much hope 
tor a consumer durables led boom a la 
Brazil 

Thus, the growth strategy being embarked 
upon, apart from its other economic, social 
and political consequences, does not even 
promise any great achievements in the realm 
of economic growth merely quantitativelv 
considered Of course it may be argued that 
wc should not be looking only at the home 
market, that the new commodities can carve 
out export markets for themselves in which 
case they can grow at much faster rates than 
the growth ot the domestic market permits 
Such an argument, however, can be question 
cd on the obvious grounds of empirical 
plausibility Besides, the ability to break into 
export markets in new commodities manu 
factured here in collaboration with Japanese 
01 American capital, is ultimately dependent 
upon the desire of Japanese or American 
capital to use India as a base for their inter 
national operations There is nothing to 


suggest that they are particularly keen on 
doing so,“ moreover, to relay upon such 
export growth to stimulate the economy is 
tantamount to making India’s growth 
dependent upon the whims of Japanese or 
American or other metropolitan capital, 
scarcely a strategy (if one may even call it 
that) for an independent and large country 
to follow 

In saying all this, one is not pleading for 
a restoration ot the economic regime, whose 
contradictions have paved the way for 
‘liberalisation* in the first place: The argu¬ 
ment rather is that these contradictions have 
to be overcome, but in a manner completely 
different from, and opposed to, what the 
World Bank and other agenaes have been 
advocating A substantial increase in the 
putchasing power in the hands of the poor 
and working people; rather than the affluent 
consumers, throi^ productive employment 
generating programmes, an increase m direct 
tax revenue to finance such a programme 
through higher tax-rates and tax collections, 
a comprehensive scheme of public dtstribu 
tion of essential commodities to keep infla 
tion at bay. adequate public procurement, 
and public production if necessary, to back 
up such a scheme of public distribution, 
provision of complementary inputs and at 
least a modicum of reordering of agrarian 
relations to ensure that employment genera 
ting programmes, which necessarily would 
have to be largely in the rural sector, do turn 
out to be productive, restricting import of 
commodities and technology to the mini 
mum essential level in order to conserve 
foreign exchange and promote self reliance, 
a stepping up of public investment fur 
modernisation of existing equipment as well 
as for creating capacities not only in infia 
structure, but in a wide spectrum of com 
modules, including essential consumption 
goods, a tightemng, which does not preclude 
simplification, of the network of controls, 
without which planning becomes meaning 
less, and a change in the management and 
orientation of the public sector, by inter aha 
associating workers in the decision-making 
process such in general terms must be the 
direction of economic policy If the country 
IS not to become a happy-hunting ground 
for metropolitan capital, and the upstarts 
and flyby-night operators who hope to 
benefit by hanging on to its coat tails, then 
not only must the orientation of economic 
policy change visibly in favour of the 
working people, but the implementation of 
policy must itself be based upon the active 
participation of the working people them 
selves Such a change would also have the 
effect ot raising the working people above 
their preoccupation with economism and 
narrow sectional interests 

Notes 

(This paper was written m September 1983 
for presentation at an Economists’ meet con 
ven^ by die Wsst Bengal State Planmng Board 
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in Calcutta in earlv October It does not take 
into account a number o1 policy changes which 
have occurred since then and notably those 
enshrined in the 1986 87 budget Nevertheless 
the arguments ol the paper right or wrong 
should retain a ceitain relesance for those, who 
like myself do not btlicsc that these subsc'C|iicnl 
policy changes amount to a reversal of the new 
turn in economic policv I wish to thank ^mal 
Saiiyal C PC liaiidiasliik.liar Saniava Karii and 
Jayati Cihosh toi lielptui discussions and 
comments | 

1 Manv of the points mentioned in the first 
two sections of this paper are discussed at 
greater length in my paper entitled ‘On the 
Political Economy of Economic Libcralisa 
tion which was submitted to a National 
C nnvention on the ‘ < urrent Economic 
Policy and Alternatives ‘ held at New Delhi 
on August 71 and September I, 1983, and 
which has been published in Social Scien 
mt Nos 146 147 

2 < elso hurtado. Economic Development ir 
1 atm Amti tea distinguishes between two 
ditfe cni tspes ol industrialisation in 
histois fhe first which was typical of the 
advanced capitalist countries entailed a 
coidonine off of the domestic market, 
which h mil iiidusirs fust captured and 
istahhshco Itself in before moving out to 
the intern itional market the second typical 
ot undcidcsclo|)cd countries occurred undei 
coiiuilioiis ot sittual tree trade The home 
tnatkcl w IS not protected us growth 
depended, largcls upon the growth of e\ 
ports c's|Hctally piimars cunfmodities, and 
the grow til ol home industry depended 
upon how much ot this market growth it 
tould capiuif in sompciition with foreign 
^oods impoitcd into the country I hat this 
latter kind ol industrialisation obtained m 
India III the pre I list World War period is 
shown b\ \ K Ragchi m his Private 
liiscsimcnl in India, 1900 1979 

7 Ihe aigumint lieic is somewhat diiferem 
tioiii both the classical argument ol Rosa 
I UYimburg in hci Accumulation of 

Capital as well as the recently advanced 
aigunieni of haldor in several papei* 
brought together in his “I urther Essays of 
Economic fheory’' Rosa Luxemberg, 
though she discussed comprehensively the 
interaction between the capitalist and the 
pre capitalist sectors in the process ot 
capitalisation of surplus value, put primary 
emphasis on the problem of realisation 
Kaldor, on the other hand, derives the 
necessity for exports to the primary produc 
mg sector (his distinction is not between 
‘capitalist' and ‘pre capitalist’ sectors, but 
between ‘manufaaunng' and ‘primary pro 
duction ) from the foreign trade multiplier 
it income in the manufacturing sector is 
pushed up beyond the level determined by 
the foreign trade multiplier, then this, 
according to him, would cause a trade 
delicii The argument of the present paper 
however focuses on the question of the 
icims of iiadc Cirowih in the capitalist 
sector at the expense of the pre capitalist 
sector, by causing deindustrialisation in the 
latter, ke^ terms of trade favourable to the 


former, and is, for this reason, less intia 
tionars than ms growth siimulaicd bv siau 
spending 

4 A large body ot literature has sprung up on 
the question ot industrial stagnation in 
India Reference may be made to S L Shttiy 
‘Structural Rerrogression in the Indian 
Economy, fflf Annual Number 1978, 
Deepak Nayyar, Industrial Development in 
India’, FPW Special Number 1978 
T N Srinivasasn and N S S Narayana, 
‘Economic Pcrlormance since the Third 
Plan’. LPU Annual Number 19'’7, 
P Patnaik ‘An rvplanatory Hypothesis on 
the Indian Industrial Stagnation' in 
A K Bagchi and N Baneryee, ed, 'Change 
and Choice in Indian Industry” (1982). and 
I J Ahluwalia 'Industrial Growth in India’ 
(Delhi, 1983) 

5 See R Ramanna ‘‘Growth and Technics! 
Change in ihc Capital Goods Sector in 
India’, M Phil dissertation submitted to 
Centre (or Development Studies, Trivan 
drum, where estimates of ‘real ’ public 
investment aie worked out 

6 I he complementarity between public invest 
neni in irrigation and certain tvpes ot 
private investment in agriculture is empha 
vised by S k Rao in his unpublished C am 
bridge PhD ihtsisentitled “Regional Varia 
tions m the tirowth of Agricultuie and 
Population in India I9S11967” 

7 According to the Indirect Taxation Enquiry 
C ommittec Report, 55 per cent ot the total 
indirect tax revenue m 1977 74 came Irom 
households with a monthly pci capita ex 
penditure ot Rs 100 or less 

8 The formal argument of this paragraph is 
based on the simplifying assumption (for 
ilic purpose of exposition) that structural 
change in the economy does not per \e 
affect the share of surplus m output The 
exposition IS perhaps best understood as 
referring to steady state conditions 

9 By insestmeni in this context we obviously 
refer to productive investment in expanding 
capacity If private stocks are periodically 
off loaded to the government, the inventory 
holdings by the government may increase 
over time (acioss cycles), but this while 
reckoned in accounting terms as investment, 
would have little productive content in fact 
the argument is that a shift on the govern 
mem’s part from productive investment to 
inventories would pull down the growth 
rate, even when investment in the account 
tng sense is even larger than be''jre 

10 A proposition advanced by manv, c g, 
Kalecki m ‘T heory of Economic Dynamics 
and Steindl in Maturity and Stagnation in 
American C apitalism”, states that a shift of 
savings from the entrepreneurs to rentiers 
stows down growth in laisser tare capita 
lism In this paper, we are advancing a 
parallel proposition a shift of savings Ironi 
the State to the private sector has the etlcci 
of slowing down the growth rate undei State 
monopoly capitalism 

11 This kind ol response from a number ol 


participants was very much m evidence at 
a recent seminar held at Ml f on the Indian 
economv 

12 I I Ahluwalia. op cit 

17 lor a lucid discussion, see Oskar Lange. 
Rule ut the State in Monopoly Capita 
lism reprinted m ‘Papers on Tconomics 
and Sociology”, an interesting discussion 
of the political economy ot State inter* 
Sent ion III the Indian context is contained 
in Anial Sanyal, ‘Accumulating C hanges in 
the Nature of Controls in the Indian 
Tconoiny’ Social Scientist, May 1984 

14 No mattci what position one takes on the 
Kaldor Verdooi n “I aw” as a general expla¬ 
nation ol diftcrences m productivity growth 
in capitalist countries, the fact that resiric* 
tions on public investment have contributed 
to lack of modernisation of public sector 
equipniom and hence low productivity in 
India IS undeniable 

13 A K Hagchi, ‘Hijacking the Indian 
I cononiy’. The Heiald Review Bangalore, 
May 3 1 . 1985 

16 The case of colonial deindustrialisation’ is 
after all simple a situation where no invest 
ment ocsurs in the home economv for pro 
ducing the new good which is 100 pet cent 
imported The expansionary effect of the 
introduction of new goods in other words 
IS zero This is the limiting case of a whole 
gente where there may be some positive 
expansionary etfcct but not enough to 
counteract the contnitionaiv effects 

17 Since savings generated per unit output can 
be further decomposed, on the assumption 
iliai siviiigs out 1 1 w igcs ind salines are 
negligible, into piolits per unit output and 
the piopciisily to save out of profits the odd 
cast sited in the text would hold w hen pro 
Ills pi r unit output in new goods arc com 
paiatively small In new goods which are 
technologs intensive, this condition is 
unlikely to be fulfilled 

18 Eor an elaboration of the argument see my 

Some Implications ot the Lcoiiomic 
Strategy Underlying Ihe 1985 86 Budget' in 
LPH' Budget Number, Apnl 20, 1983 

19 See John Wells, ‘The Uittusion of Durables 
m Brazil and Its Implications for Recent 
Coniiovcrsies C onecining Rra/ilian Dese 
lopment’, Cambridge Journal of Ixo 
ttomics, Vol I No 7 September 1977 

20 It has been argued itccntly bv scveial 
authors that Ihe earlier pattern of bieak 
mg down industrial processes and sub¬ 
contracting out ceitain processes to units 
in third world countries may be coming to 
an tnd In anv s isi pinning hopes for 
Indias mduvtnalisdiion upon metropolitan 
capital’s using India as a production base 
for mt tiopoliiuii markets, is, to vav the 
Kasi naive mil ibsuid There tvisl sirongii 
grounds (oi bilieviiig that metropolitan 
capital inIV like to use India as a base fur 
penetrating the So\ iti and Eavtcni 1 uropc-an 
markets hm then ate fairly obsioiis limits 
to that 
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Faulty Lactometers—II 

World Food Programme, World Bank and Jha Committee 

Evaluations of Operation Flood 

Shanti Geoiige 

In this second of tv/o papers that critically analyse a number of evaluations of the Operation Flood dairy develop¬ 
ment programme, we move on from village-level evaluations to those conducted by international agencies that 
sponsor the programme and by the national committee appointed by the Government of India. The three evalua¬ 
tions discussed here have similar defects of sketchy coverage, contradictory and misleading data, and questionable 
conclusions. However, the three evaluations also differ significantly as a result of the various inters that impinge 
upon them as well as those interests that they represent. 


IN the first of these two papers, we noted 
that the lactometer and other instruments 
that evaluate and monitor the quality of 
milk are essential not only at the basic level 
of the village producer and the co-operative 
society that (s)he supplies, but also at wider 
levels; the local chilling plant, the district co¬ 
operative dairy, the state milk marketing 
federation, the bulk vending units, the 
plastic sachets of milk that travel to urban 
households Similarly, it is not sufficient 
for us only to examine village level evalua¬ 
tion and monitoring of dairy development 
programmes like Operation Flood. Evalua¬ 
tions at wider levels are available and are 
often quoted to discount criticisms of Opera¬ 
tion Flood, we must therefore critically 
examine these larger lactometers to ascertain 
how reliable and valid their readings are. 

Before doing so, let us briefly outline the 
wider dimensions of Operation Flood as a 
prerequisite to assessing the instruments that 
evaluate them. Operation Flood is a path- 
breaking approach to dairy development in 
India, and indeed has inspired a desire for 
replication elsewhere in Asia and Africa. 
With such an enormous and long-drawn-out 
programme—for Operation Flood com¬ 
menced in 1970 and is uptil now composed 
of two phases, covering 27 milksheds in the 
first phase and 17S in the second, allocating 
Rs 1,164 million and Rs 4,837 million for the 
two phases respectively—we can obviously 
do no more than list the major charac¬ 
teristics that are of interest to evaluators: 

Milk production’. Operation Flood 
attempts a huge increase in milk production 
in India through the innovations of cross¬ 
breeding cows with exotic strains like the 
Jersey and the Holstein-Friesian (along with 
the upgrading of buffaloes), and milch 
animal diets composed mainly of green 
fodder and factory compounded feed, 
supplemented by enhanced veterinary 
protection. 

Mitk procurement. The Anand pattern of 
dairy co-operative that originate in the 
Kaira district of Gujarat is to be replicated 
in the milksheds covered by Operation 
Flood. These dairy co-operatives are to pro¬ 
cure milk from member-producers, and 
channel income and inputs to them. 

Milk processing and distribution: Under 
the Operation Flood programme, rural milk 


is to travel to city homes through a chain of 
chilling centres, feeder-balancing plants of 
which some will manufacture products, 
urban dairies and bulk vending units, with 
milk tankers linking these units by rail and 
road. 

Evaluators must therefore assess the 
effectiveness of this infrastructure. In 
addition, they have to test that which funds 
the programme and that which results from 
It A large part of the funding comes from 
the recombination and sale of dried skim¬ 
med milk and butter oil donated by the 
European Economic Commumty (EEC) 
from Its dairy surpluses, and evaluators must 
consider whether these donations are being 
used in a manner that will ultimately lead 
to self-sufficiency in the Indian dairy sector 
or whether this sector is becoming so depen¬ 
dent on donations that the end-result of the 
strategy will be commercial imports from the 
EEC. Another vital issue for evaluation is 
which producers and consumers benefit 
from the programme, and whether these are 
needy groups from the point of income in 
the case of producers and nutrition in the 
case of consumers Such, then, are the major 
areas of the Operation Flood programme on 
which evaluators must deliver their deeply- 
considered judgment, in addition to the 
performance of the implementing agencies 
which are the National Dairy Development 
Board (NDDB) and the Indian Dairy Cor¬ 
poration (IDC). 

Operation Flood has been regularly 
monitored and evaluated by the sponsoring 
agencies. Dairy commodiUes to fund the 
First phase were channelled to India via the 
Wbrid Food Programme (WFP) of the Food 
and Agricultural Organisation of the-United 
Nations. UN inter-agency missions visited 
India in 1972,1976 and 1981^the third time 
to conduct a tcnmnal evaluation of Opera¬ 
tion Flood I since the WFP’s association 
with the project ended with the first phase. 
Similarly, the World Bank financed dairy 
development in three sutes of India under 
Phase One; and provided substantial finance 
for Phase IWo. The Bank therefore sent a 
mission in 1977 to India, in order to assess 
the progress of Phase One and appraise the 
project proposal for Phase IWo liiis misnon 
submitted its report in 1978. 

In addition to monitoring by these inter- 
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national sponsors, the Oovernment of India 
appointed in February 1984 an expert com¬ 
mittee headed by L K Jha to evaluate the 
performance of the IDC and the NDDB in 
terms of the specific objectives of Operation 
Flood II. This appointment was stimulated 
by fiercely polarised debate in the national 
press, set off by the appearance in a popular 
periodica) of an article critical of Operation 
Flood, with questions consequently raised 
in Parliament. The Jha Committee handed 
in Its report in December 1984, although the 
report’s findings were not published in the 
press until some months later. 

Let us then consider the WFP Terminal 
Evaluation of Operation Flood I in 1981, the 
World Bank’s report in 1978, and the Jha 
Committee evaluation of Operation Flood 
II in 1984—that is, two international and 
one national lactometer, all measuring the 
wider impact of Operation Flood. Given the 
constraints of space we shall opt, rather than 
to examine each of the evaluations in turn, 
to compare all three simultaneously with 
regard to (a) the procedures adopted, (b) the 
data generated, and (c) the conclusions 
reached. As with the villa^-level evaluations 
analysed in the previous paper, we will test 
the internal consistency of the three evalua¬ 
tions instead of making constent reference 
to data in other documents. 

I 

Method 

All three evaluations adopted a procedure 
thqt somewhat resembles Oiesar’s conquest 
and can be summarised in the phrase; "They 
flew in, they toured, they evduated (fwour- 
ably)’’. AH of the three are essentially aerial 
views of Operation Flood, with the Jha 
Committee differing from the WFP and 
World Bank only to the extent that—so to 
speak—Indian ^rlines provided the means 
of transport rather than Air India. Now an 
overall assessment of a sub-continental pro¬ 
gramme requires an aerial perspective: but 
further probing is necessary. How exteiuive 
and comprehensive were these aeriid view¬ 
ings? Did they cover a time span sufficient 
to do justice to the details surveyed? Wts the 
view from above supplemented ^ the crucial 
input of reports from the ground, and if so 
how derailed were these reports and how 
wide was their coverage? 
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To take as example one of the two inter* 
national evaluations, the WFP Mission of 
1981 visited India between February 9 and 
March 8. This period of 28 days mi^t barely 
have sufficed to cover the 27 milksheds of 
Operation Flood’s first phase, plus the four 
metropolitan cities that this phase supplied 
milk to—although this itinerary would have 
allowed little more than a superficial glance 
at each area. In the event, the Mission chose 
to visit 18 places in these four weeks: the four 
metro-cities, three factories manufacturing 
equipment for the dairy industry, and 11 
milksheds. As for ground reports: “In 
addition to copious other material prepared 
by the project authorities for the mission, 
the National Dairy Development Board pro¬ 
duced . “Impact Digests”, which provided 
much supplementary information” (FAO 
1981: 3). Further: “The mission was greatly 
indebt^ to the officials in NDDB and IDC 
who were responsible for the collection and 
compilation of data and information” (ibid). 

Now this whirlwind evaluatory visit must 
have been exhausting for the members of the 
Mission, but it was far from exhaustive of 
the programme that was to be evaluated. The 
“If it's Monday it must be the Mehsana 
milkshed” timetable is closely akin to that 
of a package tour, with the NDDB’s Impact 
Digests substituting for the tourist’s Reader's 
Digest. The timing of the Mission's visit- 
in the cool season when milk production, 
procurement and processing are at its peak, 
in drastic contrast to the shortages and 
exigencies of the lean season in summer 
which such fair weather evaluators never 
see—also resembles that of the tourist. 
Further, it is far from healthy for a mission 
evaluating a programme to base its judgment 
on material provided by the agencies imple¬ 
menting the programme, and to merely 
“digest” data spoon-fed to it by such 
agencies. Indeed, rather than the WFP 
Mission expressing its gratitude to the 
NDDB and the IDC for providing it with 
data and information, the latter two institu¬ 
tions should be “greatly indebted” to the 
WFP Mission for relying on their ground 
reports rather than on the many dissenting 
opinions and unfavourable studies that were 
already available in print at the time.' 

Evaluators resident outside the country 
operate within understandable—though not 
inflexible—constraints. Let us then look at 
the procedures of evaluators based at various 
places within India, viz, those who con¬ 
stituted the Jha Committee That this Com¬ 
mittee came into existence on February 9, 
1984 and submitted its report on December 
28 of the same year (after requesting exten¬ 
sions of the originid deadline of May 31) 
gives room for hope that fois was no shotgun 
evaluation but took sufficient time to assess 
progress in the 173 milk^ds covered by 
Phase Itro of Operation Flood. Wheta 
however we turn to the list of visits made, 
we And that the Jha Ctmunittee went to tmly 
13 out of the 23 or so sutes and Union 


territories under Operation Flood 11. This 
is approximately half of the total number, 
and could be a carefully chosen sample for 
detailed study within limited time. Vet when 
we scrutinise the dates between which the 
visits took place, we discover that at the most 
generous estimates the Committee spent 34 
days reviewing the programme in these 13 
states. This is not much of an improvement 
over the WFP Mission, and in fact two of 
the states—v/j, Punjab and Haryana—were 
covered together in a single day! 

Of particular interest when studying the 
procedures adopted by the Jha Committee 
are the following sentences: “We had the 
benefit of the views of Members of Parlia¬ 
ment, sociologists, dairy scientists, admini¬ 
strators, economists, journalists and others 
. . Among them were those who had, prior 
to the constitution of the Committee, voiced 
their criticism on one aspect or another of 
the implementation of OF II and the 
agencies concerned with it. We made a 
special effort to meet as many as of them 
as possible” (Jha Committee 1984; 5). Such 
statements cannot but elicit approval on 
reading, as does the list in an appendix of 
names that include some of those who have 
voiced harsh public criticism of Operation 
Flood. 

The test case is naturally that of Claude 
Alvares, the journalist whose condemnatory 
article on Operation Flood published in a 
widely circulated magazine, aroused public 
speculation, sparked off vehement debate in 
the press, and raised the questions in Parlia¬ 
ment that in turn resulted in the appoint¬ 
ment of the Jha Committee. Alvares* name 
is found in the appendix referred to. How¬ 
ever, when we turn to his own writings, we 
find that it was he who made a special effort 
to meet the Jha Committee rather than the 
other way around (Alvares 1984: 3). Also, 
the Committee received him in October 
(although he wrote in June requesting to 
make a statement), after almost all of the 
Committee’s visits, too late to put any of his 
specific allegations to the test, even in 
general allegations in his article were taken 
note of. 

Similarly, the report as quoted two 
paragraphs earlier mentions “economists” 
but in the list of individuals whom the Com¬ 
mittee met, we do not find for example the 
name of K Narayanan Nair, despite his con¬ 
tinuous and independent research on Opera¬ 
tion Flood that includes a paper d-scussing 
the constraints on the programme—a sub¬ 
ject direaly related to the Committee’s tetms 
of reference. This paper was published in a 
well circulated social science journal. Surely 
the Committee could have summoned him 
to depose on further developments with 
reference to these constraints, or met him 
during their visit to Kerala. P^haps he did 
not write to the Committee requesting to 
depose before it as did the journalist men¬ 
tioned above, but the Committee claims to 
have made a special effort to meet critics of 


Operation Flood 11. and Nair’s criticism of 
the programme are well known and closely 
researched, if not sensationally publicised. 

That our suggestions for improvement in 
the procedures adopted by overall evalua¬ 
tions of Operation Flood are basic and self- 
apparent only illustrates how obviously 
flawed was the design of all the lactometers 
assessed, the one made in India and the two 
made in Rome and Washington respectively. 
It should not be, but is, necessary to stress 
that such evaluations should cover all or 
most of the states under the programme, that 
several days should be devoted to each state 
with sufficient time in between to assimilate 
and note down observations and to read and 
prepare for the next visit, that these visits 
should not be conducted tours by the agen¬ 
cies implementing the programme, and that 
critics should be taken seriously. In our 
earlier paper we compared village level 
evaluations of Operation Flood to the end- 
of-term school report. A parallel comparistm 
could be drawn between the visits of the 
WFP and World Bank Missions and the Jha 
Committee, and the periodic visits of school 
inspectors, where dates are notified in ad¬ 
vance through correspondence, the school 
building whitewashed for the occasion, and 
students warned sternly to come on the day 
with their shoes shined and lessons learnt. 

While noting what these aerial evaluations 
should do. we must bear in mind also what 
they cannot do. It is not possible, with the 
instruments at present available to humans, 
for the people in the aeroplane to see what 
is going on among the ants on the ground, 
let alone the earthworms below it. An 
attempt to do so would mean landing the 
aeroplane, alighting from it, crouching down 
to peer'at the ants through a magnifying 
glass, and turning over the soil with a spade 
to look at the earthworms. The dangers here 
are that (a) evaluators are tempted to 
generalise from the ants and earthworms 
that they have seen to ants and earthworms 
everywhere, and/or (b) implementing agen¬ 
cies are tempted to land the aeroplane at a 
spot where they know that anthills are 
impressive and earthworms plentiful. 

Similarly, it is unrealistic to expect inter¬ 
national missions and national committees 
to monitor developments under Operation 
Flood at alt levels of region, state, district, 
taluka, metro-city, city and village. Separate 
and detailed evaluations of each of these are 
required, conducted by local institutions or 
individuals with both competence and 
independence from the implementing agen¬ 
cies. (In the earlier paper, we discussed 
suitable evaluation at the village level, which 
could serve as an example.) The task of the 
overall “aerial’’ evaluation is to crosscheck 
and then synthesise all these various evalua¬ 
tions into a panoramic mosaic wherein the 
diverse dimensions of dairy development are 
integrated and inter-related. Having assem¬ 
bled such a composite picture, the evaluators 
can use this as a basis for their travels: to 
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carry out spot checks on the data they have 
received from various areas and agencies, to 
gain deeper insights into the material in their 
possession, for close study of outstanding 
cases of success and failure, as svell as situa 
tions more tvpical and representative, to 
hold discussions svith members of various 
groups or with individuals who have valu 
able experience, to listen to both sides of a 
disagreemcm, and so on Thus, aerial 
evaluations must draw on a vast array ot 
detailed and comprehensive ground reports 

Without the foundation of such reports, 
an aerial evaluation becomes an airy evalua 
tion, one without substance. Such an evalua 
tion may be no more than a glorified tour, 
as with those reports under discussion 
Evaluators fly into a big city— usually a state 
capital—visit its public sector dairy, and 
meet officials and bureaucrats of the state 
dairy co operatise federation and other such 
bodies (city level evaluation) They next drive 
to nearby milksheds and are conducted 
around district co operative dairies (district 
level evaluation) The drive is continued to 
some picturesque village, where a long queue 
of milk producers waits outside the dairy co 
operative society to make delivery, and the 
evaluators chat randomly with some in the 
queue, often through an interpreter since 
even Indian evaluators may not speak the 
local language, then visit a cowstall or two 
(village level evaluation) I he return drive 
follows and the return flight (state level 
evaluation concluded), or the flight on to 
another state capital 

Indeed when we flip through the list in 
report of individuals with whom inter 
national missions and national committees 
meet, we find that they consist mainly of 
chairpersons, deputy directors, managing 
directors, general managers, commissioners, 
advisers. Members of Parliament—persons 
who themselves are typified by an aerial 
perspective So that in more ways than one, 
such evaluations embody the view from 
above 

An overall evaluation must be extensive, 
intensive, rigorous, balanced, and the 
cumulative result of similar evaluations at 
the various levels subsumed Ihese qualities 
are undeniably demanding, but without 
them, what we have is a toy that ts called 
a lactometer and is ased as a lactometer, but 
IS an ornament or a token rather than an 
instrument which measures reliably and 
validly 

II 

Data 

There are certain qualities expected to 
characterise an evaluatory mission or com¬ 
mittee, regardless of whether it is appointed 
at the international, national or state level 
Those who evaluate should, at the very least, 
display powers ot sharp perception, rigorous 
thought and forthright communication, in 
order that they can see what needs to be 
seen, make the necessary associations and 


deductions, and say what needs to be said 
In consequence of these charactenstics of 
evaluators, the data presented in an evalua¬ 
tory report should be comprehensive, suf 
ficiently detailed, straightforward and 
objectively presented Let us now see how 
the data made available in the three evalua 
tion reports on Operation Flood by the final 
WhP Mission, the World Bank and the Jha 
C ommittee measures upto these expectauons 
It IS almost inevitable that flaws in the 
methodological foundation of a study will 
have repercussions on the data built upon 
this foundation We have airetuly noted that 
the three evaluations were (necessarily) aenal 
evaluations, but regrettably also “airy 
evaluations”, not suitably guided by the 
requisite quantity and quality of ground 
reports As a result, much of the data put 
forward amounts to no more than airy 
statements “on going dairy projects in India 
show particular benehts favouring the 
landless, small and marginal farmers who 
are the major producers of rural milk sup 
plies” (World Bank 1978 2), “milk pro 
ductrs' CO operatives have forced private 
traders to increase prices paid to producers” 
(FAO 1981 64), “the requisite enthusiasm 
has been generated among the weaker 
sections ot the farming community to form 
co operatives and take advantage of the 
facilities and assistance that Operation 
Flood provides” (Jha Committee 1984 15) 
All these assertions pertain to crucial aspects 
of the Operation Flood programme but 
none of them ate backed by hard (or for that 
matter any) data 

Indeed, a popular technique in these 
reports is of putting data across as ‘impres 
sions ’ (Undoubtedly haziness results when 
evaluators peer down from the clouds at 
what IS going on lai below) “The mission 
also had the impression that larger laimeis 
were reluctant to go into milk production 
(FAO 1981 51) “One of the impressions we 
gathered was that the milk supply of the 
community was not as a rule being met 
by each family having its own milch cattle” 
(Jha Committee 1984 SO) Such impressions 
would be more impressive if they arose out 
of intensive and extensive encounters with 
the situation on the ground, but we have seen 
in the preceding section that evaluation 
missions and committees have selective and 
sweeping iterinaries that a politician in his 
election year might well envy 

Unsatisfactory as imprecise data is, 
contradictory data is worse, and we find 
examples in all three of the reports under 
scrutiny lb begin with the World Bank 
report, on the vital issue of possible com¬ 
petition between milk production and food- 
gram cultivation, we are told both that 
“good data on the extent of changes in crop 
areas and yields m dairy co-operative villages 
are still meagre" (World Bank 1978 29) and 
that ‘tepenence m the rural villages of India 
indicates that increased dairy production is 
associated with increased foodgrain produc¬ 


tion” (p 3) Since the alleged simultaneous 
increase in milk and food crop production 
IS attributed to “the increased supply of 
more manure for fertilising crops prtiduced 
by more and better fed cows” (p 3), the cntic 
IS tempted to play on the word manure when 
describing this kind of data 

Similarly, the WFP report informs us both 
that “the rapid expansion of supplies under 
Operation Flood led to a remarkable in 
crease m milk consumption m gen«al” (FAO 
1981 45), and that between the early 197()s 
and 1980 in three of the four metropolitan 
cities that Operation Flood 1 concentrated 
its supply on, per capita consumption of 
milk in millilitres per day fell from 235 to 
229 in Bombay, frOm 167 to 257 in Delhi, 
and irom 153 to 121 in Madras (p 44) 

However, it ts m the Jha Committee report 
that we find the largest number of such con 
tradictions Here attention will be drawn 
only to three First, with reference to the 
returns to the milk producer under Opera 
tion Flood “There has also been a heart¬ 
ening improvement in the return to the milk 
producer” (Jha Committee 1984 37), but 
“many unions repiesenied that they find it 
difficult to recover the cost of the services 
from the producers as the latter were not 
getting remunerative prices for ihc milk sup 
plied by them’ (p 25) 

Nest, on the subiect ot the price paid by 
the consumer for milk we are told ‘ the 
attempt to supply milk to urban consumers 
at particular low prices ot fends against 
the principle of social lustice because it 
imposes an unfair burden on the rural poor 
for the benefit of the urban rich (p 59), with 
the implication that it is the urban affluent 
that tends to consume milk, justifying the 
stand of the Committee that the consumer 
price of milk should be raised Yet a few 
pages later we read ‘ much of the liquid milk 
IS consumed by people with low mcomes who 
cannot afford to pay a good price tor it” 
(p63) 

Finally, on the controversial question ot 
whether India’s dairy sector will be able to 
manage without imports once gifted com 
modities from the EEC are no longer avail¬ 
able, the Committee states categorically “If, 
at any time, a situation arises in which 'he 
import of milk powder has to be cut off, it 
would be possible, with the present levels of 
pro'duction and consumption, to maintain 
the supplies of liquid milk at existing levels 
by diverting mote of indigenous milk from 
the manufaaure of products to liquid milk 
supply" (p 55) 

However, we find some pages later "The 
pricing of the skimmed milk powder manu¬ 
factured dunng the flush season, as also of 
the imported gifted commodities handled by 
IDC, and used for purposes of recombina¬ 
tion also needs consideration At present, 
IDC procures indigenous powder on the 
basis of a suppon price fixed by it umformly 
for all the producers’ co-operative dairies 
A pooled selling pnee is then fixed for both 
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imported and indigenous powder ... The 
fact remains that the prices hitherto flxed 
hy the IDC ... have invariably been lower 
than its procurement cost of indigenous 
powder. They are also less, on comparable 
basis, than the procurement price of liquid 
milk to the dairies ... The result is a hidden 
subsidy to the dairies using this milk powder 
for recombination, the extent of which 
would, as estimated by NDDB, be of the 
order of Rs 14 to Rs' IS crore in the current 
year for the Ddhi and Calcutta dairies” 
(pp 61-62), that is fm these two cities' dairies 
alone. Such calculations suggest a sub¬ 
stantial crutch for a dairy industry sup¬ 
posedly capable of standing on its own feet 
at any moment required, and the lesson is 
underlined still later in the report: “it should 
be remembered that the grant element of 
gifted commodities may not continue 
beyond some years and, therefore, the IDC 
would need to strengthen its own resources 
and reserves to sustain its future activities 
on the present scale” (p 74). 

In the case of contradictions, at least two 
sets of data are made available to the reader, 
even if these sets conflict. More to be 
deprecated are the misleading statements put 
forward in these three reports, to dodge 
which the reader must have some back- 
giound knowledge of the Indian dairy situa¬ 
tion and the literature on this—knowledge 
which most readers will hot have, for which 
reason they trust evaluators not to misguide 

Ihke the following three statements, one 
from each of the reports we are scrutinising. 
“The evidence now available in many states 
indicates that crossbred bullocks are ade¬ 
quate draught animals and that farmers 
readily accept a dairy technology based on 
crossbreeding cattle^' (World Bank 1978: 35). 
“A study by the Institute of Social Studies 
in Delhi, “Milkmaids of Kaira”, indicates 
that women record their income from dairy¬ 
ing as about Rs I to 2 per hour compared 
with Re 0.40 per hour from other agri¬ 
cultural labour. The same study showed that 
10 per cent of co-operative members in Kaira 
are women, while one co-operative has only 
women members” (FAO 1981: 64). “As a 
percentage of the throughput of the Indian 
dairy industry, the use of imported powder 
amounted to nearly 40 per cent in the 
mid-60s as against less than 8 per cent at pre¬ 
sent. The figures quoted above indicate that 
there has been a downward trend in the use 
of imported milk powder" (Jha Committee 
1984: 54). 

With the first statement quoted, we can 
only suggest that the next time a World Bank 
Mission on Operation Flood visiu India, the 
Mission shotdd travel for a sizeable stretch 
of its journey in a cart drawn by crossbred 
bullocks before it endorses such bullocks as 
work animals. If such experiential learning 
is not possible, the Mission should at least 
read some of the villaie studies that ijuote 
in farmen* own words what they thiidt of 
the etiOBsbInd bullock as a dtwhild animal 


(e g, Batra 1981), as well as some of the 
analyses that rate the crossbred bullock lower 
in terms of both physical and economic effi¬ 
ciency than the native ox (e g, Rajapurohit 
1979). It is true that some of these studies 
have become available only after the World 
Bank Mission's visit, but even a glance at 
the basic reference “Dsurying in India” by 
D N Khurody (1974) should have sufficed 
to qualify the statement made above. 

The WFP Mission cites the Institute of 
Social Studies' publication “Milkmaids of 
Kaira District” in support of Operation 
Flood’s impac on the status and role of 
women. In actual fact, this study which 
investigated the position of women in the 
Anand taluka and Kaira district (the very 
areas that inspiied the Operation Flood pio- 
gramme) is uncquivoc^ly critical: “Our 
survey shows that women do not enjoy a 
greater control over income in the Anand 
pattern than under ordinary conditions of 
unorganised dairying ... The establishment 
of the primary milk co-operative appears to 
have reinforced the stereotype of male- 
dominated village institution" (Singh et al 
1978: 48). “For over three decades women 
have been marginal participants in the 
country's most ambitious programme of 
organised daitying” (p 57). The figure of 
10 per cent female membership in co 
operatives is not given with any gratification 
in the study, w hich adds that more than half 
of the milk co-operative societies in Kaira 
had less than this average at the time of 
study. Indeed, of the all-woman milk co¬ 
operative in Kaira which evaluation reports 
never fail to mention, this study explicates: 
“while the co-operative remains an ex¬ 
clusively female organisation, the staff 
members are all males” (Singh et al 1979)! 

Passing on to the Jha Committee's state¬ 
ment that uses a declining percentage of im¬ 
ported powder in the throughput of the 
Indian dairy industry to reassure us that this 
industry is not growing increasingly depen¬ 
dent on imports, we are given no figures 
other than these percentages by the Com¬ 
mittee. Undaunted, let us hunt through the 
pages of this report for some indication of 
the dairy industry's throughput before and 
after Operation Flood. We do not find 
figures for the mid-bOs although the Com¬ 
mittee refers to them, but we do locate 
(a) the percentage of imported powder used 
in the metro-daines in 1970-71, which is IS 
per cent, and (b) the total throughput of 
these dairies at that date, namely 9.06 lakh 
litres a day. From this we can calculate the 
contribution of imported powder to have 
been about 1.3$ lakh litres a day of the 
throughput of the metro-dairies in 1970-71. 
We also And that the average throughput of 
the metro-dairies in 1983-84 (the point at 
which the Jha Committee made its evalua¬ 
tion) was nearly 28 lakh litres per day. The 
earlier quotation says that Imported powder 
amounted to less than 8 per cent of the 
throughput of the Indian dairy industry. 


Eight per cent of 28 lakh litres is 2.24 lakh 
litres a day.^ 

Three things must be noted now. First, 
1.35 lakh litres per day in 1970-71 and 2.24 
lakh litres per day in 1983-84 does not 
represent a decline but a significant increase. 
Second, if the Jha Committee had only 
present^ uv w ith straightforward Figures on 
this crucial issue, we need not have gone 
through these mathematical capers. Thirdly, 
w hy does the Jha Committee provide percen¬ 
tages only, without the necessary figures? 
The conclusion is inescapable: the percen¬ 
tages were given and the figures suppressed, 
because the percentages allow a deceptively 
favourable reading of the situation. 

At the beginning ot thiv section, we asked 
tor evaluators who peneivc acutely, think 
clearlv and speak lucidly. But what have we 
found? Evaluators who read “Milkmaids of 
Kaira District” without absorbing its tren¬ 
chant criticism, who do not setm to realise 
that what is said on page 29 of their own 
lepoit flatly contiadicts what is stated on 
page 3, and who use statistics to conceal and 
not to reveal. What all this adds upto are 
three sets of pliable, paitisan evaluatois. 

How gently do they ciiticise, when they 
do criticise: “there is a need to avoid duplica¬ 
tion of co-operative and regular government 
animal health services . 1 his duality of 
animal health services appears to be some¬ 
what wasteful use of scarce veterinary man¬ 
power” (FAO 1981; 49). “On the whole we 
feel that IDC reserves should be going less 
freely into what might be called the hard¬ 
ware sector and more generously deployed 
in sustaining the inputs programme” (Jha 
Committee 1984; 48) “Indeed, it seems to 
us that, as things are, perhaps the scope of 
OF II has been enlarged a little too much 
and a little too fast” (p 80) 

How diplomatically do they understate 
the shortfalls and deficiencies of the pro¬ 
gramme. “The speed with which the com¬ 
pound feed stuff industry has been developed 
in recent years is impressive. The relatively 
low degree of effective utilisation of installed 
capacity seems to be difficult to avoid in the 
initial phase” (FAO 1981. 50). Since the 
figure given elsewhere in the report for the 
utilisation of cattle feed manufacturing 
capacity is 40 per cent, “low" seems more 
appropriate a dcsciiption than “relatively 
low", and few others will be impressed by 
the haste and expense with which capacity 
was developed to then lie idle. On the same 
lines, the Jha Committee report comments; 
“our analysis of the figures of capacity 
utilisation do show that in many instances, 
the capacity created has tended to be ex¬ 
cessive” (p 47). This comes on the heels of 
discussions showing that the vaccine plant 
cannot dispose of stocks, the laminated 
packaging paper plant has much surplus 
capacity, the road and rail tankers acquired 
have almost twice as much capacity as the 
amount of milk procured daily under Opera- 
lion Flood II, and that cattle feed plants are 
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underutilised by the most lenient standards 
... Would that evaluators were as moderate 
in their praise as in their criticism. 

It is not only in word but in form that 
these evaluations display their kindness. For 
example, since there is no whitewashing the 
figures of wasted and idle capacity that 
Operation Flood has created, the Jha Com¬ 
mittee report scatters the bad news to 
camouflage it. The chapter on capital invest¬ 
ments deals mainly with milk processing 
capacity and only refers to other chapters 
for details on the vaccine plant, the 
laminated paper plant, cattle feed factories, 
and road and rail tankers, without conden¬ 
sing the details in order to give us a com¬ 
posite estimate of capital investments and 
returns on these. What is more, every chapter 
ends with a summary (in which the good 
news is highlighted), but not this chapter, 
possibly because glossing over the wasted 
capital investments would be a diplomatic 
feat beyond even the Jha Committee. 

With what agility do the evaluators bend 
backwards to make allowances for the short¬ 
comings of the project. One of the WFP’s 
conditioas for assisting Operation Flood was 
that the programme should raise the nutri¬ 
tional levels of the vulnerable members of 
low income urban groups. This was not 
achieved, and how co-operatively does the 
WFP Mission omit this requirement when 
assessing dairy intake under Operation 
Flood (FAO 1981: 61, compared with p 4 of 
the same report). In the context of possible 
dependence on imported milk commodities, 
how glibly does the Jha Committee explain 
that such imports took place even before 
Operation Flood (without explaining the 
crucial differences between the two sets .of 
imports) and that other items like vegetable 
oil are also being imported (Jha Committee 
1984: 54-7), while as we have seen five 
paragraphs ago given us no clear idea of the 
extent of dependence nor any hardheaded 
analysis of the pros and cons of such impon. 

In these two papers we have occasionally 
compared the various evaluations of Opera¬ 
tion flood with school-level evaluation, a 
comparison encouraged by the style of some 
of these evaluatory reports: “High marks 
. . to IDC and NDDB for their success in 
management” (Jha Committee 1984: 84). 
But such comparisons end at this point, 
because few school children enjoy such low- 
pressured and sympathetic evaluation: “Ram 
has scored 40 per cent in arithmetic. This 
relatively low score is difficult to avoid in 
the initial phase. When the constraints are 
considered, the achievement is really quite 
remarkable. All the same, perhaps he should 
work a little more and a little harder ...” 

Not only do the three evaluations indi¬ 
vidually paint flattering portraits of Opera¬ 
tion Flood, but they often point to each 
other's portraits and thus constitute a neat 
circle of mutual re-endorsement. So that the 
World Bank Mission quotes earlier WFP 
Missions, the WFP terminal evaluation 


Mission quotes the World Bank evaluation 
as well as its predecessor WFP evaluations, 
and the Jha Committee quotes alt of these. 
Such quotations fr^uently take the place of 
proper data. In this way the WFP Mission 
assures us that Operation Flood will vastly 
expand rural employment on the basis not 
of village level data but of the World Bank’s 
statement (FAO 1981:6S). Incidentally, such 
circularity characterises the relationship of 
not only the three evaluations to each other, 
but also of these general evaluations to those 
assessing the impact of Operation Flood at 
the village level (see the earlier paper in this 
set). The Institute of Rural Management at 
Anand collected data from six villages for 
the information of the WFP terminal 
evaluation Mission: now the WFP Mission 
makes supporting reference to the IRMA 
study at the same time that the IRMA study 
quotes extensively from the WFP Mission’s 
report, so that it is not clear ju.st who is 
supporting who or if there is any real 
support for the statements put forward in 
this way. 

Here too an element of selectivity enters. 
The Jha Committee does not quote from the 
WFP Mission’s report in matters where the 
two concur in their mild criticisms but only 
where they coincide in their exuberant praise. 
Similarly, one of the pillars for the Jha Com¬ 
mittee’s stand that the Operation Flood pro¬ 
gramme does not deprive rural children is 
a long quotation from the WFP Mission that 
rambles on about the direct and indirect 
improvements in milk producers’ diets as a 
result of the programme. When it was 
reading the WFP Mission’s report, did the 
Jha Commission nqt come across the 
following paragraphs? 

“... nutritional deficiencies are more fre¬ 
quent than one might expect from food in¬ 
take studies, revealing an unsatisfactory food 
distribution between and within families. 
Unfortunately, the-mission had no data on 
the frequency of clinical signs of mal¬ 
nutrition in direct relation to milk intake. 
The clinical data available does not correlate 
well with the available milk intake data, e g, 
a relatively high frequency of protein-mal¬ 
nutrition is reported for the State of Gujarat 
in spite of the high per capita milk intake 
... The data also report high frequencies 
of protein-energy-malnutrition among small 
children in rural areas ... adequate amounts 
of milk are generally not available as a 
weaning food among the rural poor” (FAO 
1981: 69). 

Similarly, despite their mutual reinforce¬ 
ment, no effort is made to resolve contradic¬ 
tions between the various reports. While Che 
World Bank lauds the exc^ent loan recovoy 
record of the programme, the WFP Mission 
reports problems in loan repayment with the 
example that “the Jalgaon Milk Producers’ 
Co-operative Society Union, although run¬ 
ning its fe^er balancing plant at 115 per 
cent, has h^ difficulty in meeting its loan 
repayment’’ (FAO 1981: 55), and the Jha 


Committee devotes a dgnifleant amount of 
its report to loan repayment problems, even 
suggesting some resort to subsidies. 

The World Bank report has received com¬ 
paratively less attention in the last few pages, 
but we propose to focus this paragraph on 
it, for the reason that this report illustrates 
the essential shoddiness of the data in these 
evaluations by the fact that the World Bank 
report on occasions discards its own data. 
On what occasions? lb state it plainly, on 
occasions when the World Bank is required 
to put its money/srhere its mouth is. So we 
read that the new efficiency in dairying will 
intensify agriculture with a consequent 
increase of 20 per cent inxrop yields and an 
enhancement in foodgrain and cash crop 
production amounting to some Rs 1,400 
million annually—but all this is “not 
included in the project benefit stream” 
(World Bank 1978: 37)! Similarly, we are told 
of “the ease with which the indigenous cattle 
of India can be upgraded in milk yield 
potential by European type dairy stock” 
(p 4), yet the increased asset value of the 
improved national milch .herd has “been 
disregarded in the economic analysis” (p 36)1 
Also that the price per kilo of milk fat can 
be as much as Rs 30—but the World Bank 
will use Rs 26 in its calculations. These 
sudden crunches of realism provide relish to 
readers who like iheir humour a trifle sharp, 
but they also serve to expose the quality of 
data so suspect that those who proffer it will 
not eat it. Thus we see, in the closing pages 
of a report by a fundamentally commercial 
organisation, that when the airy .statements 
of aerial evaluators have to be pinned down 
to basic economic realities, they are simply 
tossed away like so many balloons. 

Ill 

Conclusions 

After finding both the method and data 
used by the three evaluations to be un¬ 
satisfactory, it would be strange if we 
expiessed satisfaction with the conclusions 
at which they arrive! But rather than dismiss 
the conclusions on the basis of what we have 
said in the preceding sections, it is interesting 
and illuminating to explore the conclusions 
that the World Bank Mission, the WFP 
Mission of 1981 and the Jha Committee 
came to after assessing the progress of 
Operation Flood. 

Let us begin with the World Bank Mission 
report of 1978. The simple conclusion that 
the Bank should help flnance the second 
phase of Operation Flood appears a clear 
stamp of approval of the first phase. Only 
if the design of the programme were feasible 
and implementation successful would such 
an institution decide to contribute substan¬ 
tially to it. But let us further inveuigate what 
exactly it is in Operation Flood'the World 
Bank is to fund. In a single sentence from 
the report; “Project investment wbuld com¬ 
prise the purchm of the milk collectioa, 
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procesung and distnbuuon equipment, the 
construction of milk processing plants, 
storage and marketing facilities and the pro 
vision of staff training and technical sup¬ 
port services” (World Bank 1978 II) That 
IS to say, the Bank will finance mainly 
machinery, equipment, dairy plants ware 
houses and the like 

And what is it in the Operation Flood pro 
gramme that the World Bank is not financ- 
ing’’ Three areas from which the Bank 
withholds Its funds are those of milk pro¬ 
duction enhancement, aid to small farmers 
and the landless, and the organisation of 
milk co-operatives It withholds its money 
from these, but not its prose “Dairy 
development in India is further justified by 
the ease with which the indigenous cattle of 
India can bt upgraded in milk yield poten 
tial bv crossbreeding with buropean type 
dairy stock, by the observation that the 
potential for dairy development in many 
Indian villages is very large, and by the 
development of local systems of co operative 
milk production, processing and maikcting 
which arc rapidly replicated in most areas 
ot the country’ {World Bank 1978 4) We 
are naturally tempted to ask if all this is so 
easy and so rapid, why isn’t the World Bank 
investing in the crossbreeding programme, 
the national milk herd, milk production 
enhancement or local systems of co opera 
tion’ Further “the risks involved in this pro 
icct are not great no greater than can 
normally be expected with operations of this 
tvpe and are acceptable in view of the 
benefits which would accrue to a large 
number of landless small farmers, and to the 
economy as a whole” (pp 37-8) All this 
without risking a single cent of World Bank 
money on a small farmer or a landless 
laboure’' and without (to judge from the 
usage “landless small farmers” in the 
preceding quotation) troubling to distinguish 
between the two With regard to these 
sectors, the words cascade but the coins 
remain in the pocket thereby detracting 
from the World Bank s enthusiastically 
positive conclusions on these aspects of 
Operation Flood 

Moving on to the WFP Mission report. 
It will not be possible to discuss the nine 
page summary of conclusions in the limited 
space at our disposal here However, state 
ments like “In India the rural poor includ 
tng the landless labourers very frequently 
keep dairy animals, one to three per house 
hold being common” (FAO 1981 76) give 
some idea of the credibility of the content 
of these pages, and indeed provide grounds 
for the reader to wonder if it really was India 
that the Mission visited Let us focus on and 
assess one particular set of conclusions, of 
interest because It supports claims that “The 
Mission took into account criticism of 
Operation Flood which had appeared in the 
press The mam points raised m the press 
cfitiliisms of the projea have been covered 


in this leport" (p 3) The Mission’s response 
to this criticism is as follows 

Notwithstanding criticisms of Operation 
Flood I from within and from outside India 
which have not all been constructive and 
which seem at times to outvoice the praise 
the scheme has justly earned from many 
quarters, the findings of the mission are 
favourable The mission was able to tho 
roughly examine the scheme and had access 
to information which was probablv not 
available to many of its critics (p 78) 

This paragraph has been widely quoted 
by both defenders and opponents of Opera 
tion Flood (although my own favourite is the 
sentence which follows, viz, “Imperfections 
which cannot be wholly absent fiom any 
human endeavour exist”, allowing as it dots 
that the programme is not quite perfect as 
if to reassure us that it is being implemented 
by human beings and not superhumans or 
angels) We might ask what this exclusive 
information was that the Mission had access 
to, expecially since the Mission does not 
seem cxceptionallv informed on the subicet, 
and also whv this information was not 
disseminated since the public has a right to 
know all about this controversial pro 
gramme, and dairv development statistics arc 
not classified information as cowsheds aie 
not military installations But more per 
tinentlv, let us examine what these points of 
criticism are and what evidence the mission 
collected on some of them 
Among the Mission’s terms of reference 
IS the following section "to comment on the 
validity of various public criticisms of the 
project, tor example, that 

(i) Operation f lood has made the country 
dependent on imported milk powder, 

(ii) Operation Flood has made the country 
more dependent on imports of dairy 
machinery and the imports ot new 
technology 

(ill) Operation Flood has benefited the 
urban and rural rich, 

(iv) Operation Flood is an ‘expensive 
project”, 

(v) Operation I lood has attempted to pro 
duce milk m India when all the land and 
Its resources were really required for 
feeding ihe giowing human population 
and that 

(vi) Operation flood has not increased milk 
production in India, but has onlv built 
dairy lactones which are languishing for 
milk’ (p 1 ol Annex 111) 

A difficulty m weighing these assertions 
IS that they have been worded rather care 
lessly in the terms of reference Take item 
(IV ) for example why are the words ‘expen 
sive project” put in quotation marks’ By 
Itself the phrase is not a criticism some pro 
jects are expensive and indeed have to be ex 
pensive, with the ultimate assessment in 
terms of whether high costs are balanced by 
proportionate benefits Phase One of Opera 
tiOn Flood involved an investment of 
Rs 1,166 million in India’s dairy industry by 


the average Indian standards, that is an 
“expensive project” The WF** Mission 
report further informs us about the Opera¬ 
tion Flood period “Although the number 
of modern milk plants grew from 120 m 1970 
to 19^ by 1980, while their throughput nearly 
doubled, their procurement accounted 
for only about 7 per cent of India’s total milk 
production in 1980” (p 23) I submit that an 
expenditure ot Rs 1,166 million on 7 per cent 
of India’s milk docs suggest an unduly 
expensive project to borrow the Mission’s 
style ot understatement 

Item (v) IS.similarly clumsv in its wording 
India’s land and agiicultural resources are 
required to feed the growing human popula¬ 
tion, and the Mission itself refers to “the 
need to give priority to food crops” (p 18) 
As for Item (iii), the Mission admits else¬ 
where that Operation Flood has benefited 
the urban rich In the fout metropolitan 
cities covered by Phase One of the pro¬ 
gramme, “the low income households 
bought relatively more milk from ihe private 
trade no specific measures to stimulate 
consumption by lower income and vulner¬ 
able consumers were financed from funds 
generated” (p 45), and ‘the bulk of milk and 
milk product supplies is still consumed by 
the more well to do people ’ (p 61) 

Item (VI) refers to milk production 
enhancement and the capacity utilisation of 
dairy plants On the first ot these subjects 
the Mission reports “it is difficult to assess 
precisely the extent ol production increases” 
(p 49), “it would be useful to momtor 
developments of milch animals and produc 
non more systematically on the level of 
district unions and village co operatives” 
(pp 48 49), “The unorthodox approach 
adopted by this project is noteworthy dairy 
processing and marketing has been given 
higher priority over dairy production 
technology” (p ^7) As lor capacity utilisa 
turn Fable E on page 29 ot the report tells 
us that the Patna dairy then functioned at 
9 per cent of its capacity, the Bikaner dairy 
at 14 per cent, the Vaianasi dairy at 8 per 
cent and the Matigara plant at 1^ per cent 
These toui plants are from a tot il of seven 
teen for which capacity utilisation is given, 
thus forming almost a quarter of the total 
Once again the wording in the arms of 
reference is imprecise, but these four ‘ dairy 
factories’ can definitely be described as 
‘ languishing for milk , if not the Rohtak 
dairy using 34 per cent of its capacity and 
Ihe Bhatinda dairy functioning at 35 per cent 
However the most interesting is item 
( 1 ) which deals with India’s dependence on 
imported milk powder The Mission’s 
‘favourable” decision on the matter should 
be revised in the light of extracts from its 
own report “in 1980/81 the plants still 
depended for a third [of their supplies] on 
dried skim milk and buttcr/butter oil” 
(p 34), “dried skim milk and butter oil pro¬ 
vided as food aid tended to become cheaper 
than local fresh milk during the second half 
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of the 1970s” (p 39). “In none of the milk 
plants in the organised sector of the metro¬ 
politan cities have procurement prices for 
local raw milk been fully reflected in retail 
prices. The availability of butter oil and 
dried skim milk at equivalent prices below 
those of local raw milk has hel^ to reduce 
margins as compared with the full opera¬ 
tional costs of the plants" (p 40); “If it is 
intended that the use of WFP products 
should subsidise operating costs of dairy 
plants, this should te clearly identified and. 
if possible, quantified amongst the objec¬ 
tives of the project” (p 46). 

These are some of the ways in which the 
Mission’s conclusions point in the opposite 
way from the Mission’s own findings. Or, to 
put it differently, unfavourable findings lead 
to favourable conclusions in the WFP 
Mission's report. 

Passing in our discussion to the Jha Com¬ 
mittee report, we must note that the report 
puts forward many pertinent, sensible and 
useful recommendations: that various pro¬ 
blems such as the feed situation and the 
breeding policy require much deeper study, 
that indigenous breeds should be used in the 
national dairy programme, that closer co¬ 
ordination is required between on the one 
hand the IOC and the state governments and 
on the other hand between dairy develop¬ 
ment agencies and institutions like the 
Indian Council of Agricultural Research, 
that facilities like milk powder plants, 
diagnostic veterinary laboratories, and liquid 
nitrogen plants (for the artificial insemina¬ 
tion programme) be centralised in the 
interests of economy, and that the manufac¬ 
ture of luxury consumption items like 
chocolates should be denied concessional 
financing. 

However, the questionable conclusions 
arrived at in the Jha Committee report are 
far greater in both quantity and quality 
than the conclusions that a researcher can 
approve of. Let us take the example of the 
committee’s conclusions on milk production 
enhantxment. The importance of this aspect 
of dairy development activity is best given in 
the Committee’s own words: “the enhance¬ 
ment of milk production is vital for the 
success of the project. Milk production 
enhancement is one of the central objectives 
of Operation Flood 11: besides raising the 
milk availability in the country, it will also 
improve the living standards of rural house¬ 
holds, mostly small and marginal farmers 
and agricultural labourers, by raising their 
income through sale of milk” (Jha Commit¬ 
tee 1984: 23). WeAhall now examine how 
Operation Flood 11 performed on this hxmt, 
in terms of the data used and the conclu¬ 
sions arrived at by the Jha Committee. 

The Committee seems somewhat unhappy 
with the data supplied to it in this regard. 
When we look at the data itself as presented 
in appendices, we cannot but admire the 
. restraint of the Committee's criticism, like 


Appoidix 4.1, which provides us with figures 
for the targets in milk production set in each 
state for the year 1983-84 and the anticipated 
achievement of these targets, the difference 
between target and achievement giving us 
some idea of the success of milk production 
enhancement programmes. The appendix 
suggests that these programmes are specta¬ 
cularly successful, for of the 22 sutes 
covered, 9 expect to achieve their targets to 
the exact tonne, another 8 states wfll exceed 
their utgets, and only 3 will fall short and 
these not by significant amounts. Totalling 
these figures, the courttry as a whole will also 
ecceed slightly the xaiget Hxed for the year. 

Juxtapose this data with the text of the 
report: "We found that the disbursement of 
funds by the IDC to the federations for the 
inputs programme upto March 1984 was 
Rs 23.47 crore only out of the envisaged 
assistance of Rs 108.46 crore. It was ex¬ 
plained to us by the IDC and NDDB that 
“the implementation of technical inputs has 
not been to the expected level. Most of the 
unions have neither been able to generate 
funds as envisaged in the technical inputs 
programme nor have they been able to fully 
create the infrastructure required to ade¬ 
quately implement the technical inputs pro¬ 
gramme. especially the artificial insemina¬ 
tion and the feeds and fodder component” 
(p 25). Despite lhi.s meagre disbursement of 
funds and the inadequate infrastructure for 
improving milch animals and their diets, 
milk production in the country has steadily 
and satisfactorily risen, if we are to believe 
Appendix 4.1. Apparently, it is enough only 
to set a target for it to be magically achieved 
or exceeded. 

Since we are reviewing conclusions here 
and not data, the point is that whereas we 
are moved to caustic comment by this 
quality of data, all that the Jha Committee 
says is that attempts should be made “to get 
more reliable and authentic data” (p 24), not 
even adding a cautionary sentence to this 
Table appended to their report to warn those 
leafing through the report lest they be 
misled. 

Similarly, the overall condusion of the Jha 
Committee on milk production enhance¬ 
ment are: “There have been constraints slow¬ 
ing down the efforts to provide health care, 
upgradation of stock, improvement of 
fodder availability and other necessary 
inputs. The financial disbursements have 
been slow. Some of the facilities organised 
are being inadequately utilised. Much greater 
attention than in the part needs to be paid 
to overcome the difficulties that have been 
responsible for the shortfalls in progress" 
(p 35). 

This temperate language does not ade¬ 
quately convey the extent of failure in the 
milk production enhanMment programme, 
with its goal of organising village dairy co¬ 
operatives to provide farmers with the inputs 
of veterinary care, breeding facilities and 
fodder supplies. Using Appendix 3.1 as a 


base for our calculations, we find that 
achievement of the targets set are as follows: 
41 per cent in the organisation of dairy co¬ 
operative societies: 30 per cent with reference . 
to the coverage of farmer families; 17 per 
cent in the provision of artificial insemina¬ 
tion through village dairy co-operatives; and 
24 per cent in the case of such co-operatives 
with animal health cover. Of the funds 
^located for Inputs to enhance milk produc¬ 
tion, 21 per cent had been disbursed at the 
time of evaluation. And all this “progress” 
in a programme that had been dragged on 
for 14 years through both its phases. With 
only another year to complete the originally 
stipulated period. Is this poor performance 
adequately conveyed in the paragraph 
quoted above? 

However, the quoted paragraph seems 
detailed and enlightening when compared 
with the assessment of milk production 
enhancement activities in the final presenta¬ 
tion of findings, when we are told only that 
“the increase in milk production has not 
been satisfactory in many of the states 
though there was awareness that the pro¬ 
gramme needed a push” (p 90). If such 
phrases must be used, “a hearty shove'’ 
would be more indicative of the stimulus 
required at the production end of Operation 
Flood than merely “a push”. It is not only 
with reference to milk production that we 
encounter extreme understatement of this 
sort. In the previous section, we have already 
described how the Jha Committee referred 
to the considerable and varied forms of idle 
industrial capacity created under the pro¬ 
gramme as having “tended to be excessive” 
(P 47). 

Were the report consistently so mealy- 
mouthed, we might accept the characteristic 
as part of a general style. Yet the same 
evaluators’ tongues, so tightly controlled 
when it is a matter of criticism, become quite 
unleashed in their manner of praise. “By any 
standard. Operation Flood has been a 
successful programme” (p 88), summarises 
Ihe Jha Committeefs final pronouncement 
on the subject. Those who read the report 
with the basic economic standards of returns 
on investment in the dairy sector, stimula¬ 
tion of milk production, and cost-effective 
use of industrial capacity, let alone wider 
considerations of social justice, will disagree 
strdngly with the statement cited on the very 
basis of what they read in the report. As with 
the WFP Mission’s report, the Jha Commit¬ 
tee’s evaluation provides ammunition for 
critics with much of its data at the same time. 
as it holds a protective shield over the pro¬ 
gramme with its conclusions. This double 
role is only possible through dextrous feats 
of equivocation and obfuscation. 

We have briefly referred to-social justice 
above, and indeed this is riot a ingtter that 
the Jha Conunittee overlookt, lb quote from 
the conduding summaiY of! a sUih chapter. 
on "sociq-edonomic. aspects”: “Ttfo benc- 
fkiarieeiiidiideaiaige niiiiiijd;.of!s)!naH giM; 
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marginal farmers^ iandie$s labourers, 
members of scheduled castes, scheduled 
tribes etc, and more particularly their 
womenfolk ... Operation Flood, together 
with other related rural development pro¬ 
grammes has, thus, a vast potential for tack¬ 
ling the problems of rural poverty” (p S3). 

These maior findings derive ifortly from 
the insubstantial statements of the World 
Bank and the World Food Programme in 
their et^uatlon reports cited by the Jha 
Cammittee, and partly horn a minor mathe¬ 
matical exercise; “The majority of the rural 
producers whether in Anand or elsewhere 
comprise very imaU farmers or landless 
labourers as is evidenced by the fact that the 
mildi animals owned by 3.1 million members 
of the co-operatives under Operation Flood 
number some 6.S million giving an average 
per capita ownership of 2” (p 52). Not a 
shred of any other data is put forward to 
back up this conclusion. 1 cannot believe 
that the eminence and expenise in the field, 
of which the Jha Committee was composed, 
were unaware of the fact that in India an 
average per capita ownership of two milch 
animals is quite uncharacteristic of'small¬ 
holders or the landless (who tend to own one 
milch animal or none) but typifies the rural 
affluent who can afford to keep more than 
one milch animal to ensure a year-round 
supply of milk.^ Similarly, when the Jha 
Committee gives ‘Anxious thought” to the 
question of whether Operation Flood 
deprives rural children of milk, the con¬ 
clusion it arrives at is that fluid milk was 
in any case never widely consumed by the 
rural poor. No reference is made to the fact 
th^t prior to the Operation Flood pro¬ 
gramme, surplus milk has often converted 
into ghee and the nutritious byproduct 
buttermilk freely given away especially to 
low income groups.’ 

If one has access to the Jha Committee 
and other such reports one can soon separate 
acceptable from unacceptable material. The 
trouble is that the Jha Comjmittee report has 
not been widely circulated.-What is circu¬ 
lated and was printed at length in the 
national newspapers in May 1985, are the 
conclusions arrived at by the Jha Com¬ 
mittee, mainly in the form of the summaries 
that appear at the conclusion of each 
chapter and at the beginning and end of the 
report—the same conclusions that we have 
recognised as equivocal, undersuted, some- 
rimes baseless and often misleading. Vbt the 
reader will assume that these conclusions are 
soundly buttressed by data. In this way, the 
Jha Committee betrays the trust of the 
Indian puUlc who require^ ftom it some 
sl)«4lhtforward'information on a contro¬ 
versial issue. If I have been harsho- on the 
Jha Committee report than on the other two 
discussed despite similar failings, it is 
because I do not belqhg tp a couritry that 
provides significant sup^it to the. Yforld 
. Ftopd.Bmgnunme or (to Vforld ^ 


I am a member of the constituency defrauded 
by the Jha Committee. 

IV 

The Three Reports Compared 

V/e have so far discussed similar ten¬ 
dencies in the three evaluations of Opera¬ 
tion Flood which we are examining—similar 
aerial perspectives, similar insubstantial 
data, and similarly unacceptable conclu¬ 
sions. But there' are also interesting and strik¬ 
ing differences between the three, as a result 
of the different circumsunces within which 
they operate. For example, the evaluation 
reports of the "World” Bank and the 
“World" Food Programme pay their respects 
to the world capital that supports these two 
institutions, in a manner that the Jha Com¬ 
mission report does not. Thus, the World 
Bank ensures that the “major” items for the 
vast expansion in India's dairy industry, 
items constituting 63.1 per cent of the total 
project costs, will be procured through inter¬ 
national competitive bidding, whereas 
“minor” equipment will be acquired through 
local competitive bidding since such items 
are “many and varied, of individually small 
value, and spread over time and place” 
(World Bank 1978; 20). The WFP has to 
serve world capital more elleptically by 
drawing attention to the huge scope for the 
transfer of western dairy technology through 
programmes like Operation Flood: ‘Tive 
existing city dairies have been expanded to 
a capacity of 1.5 million litres per day, four 
Mother Etairies with a capacity of 1.4 million 
litres per day, seventeen fjs^er-balancing 
dairies with a capacity of 3.4 million litres 
per day and chilling plants with a capacity 
of 4(X),000 litres per day have been built. All 
these created the framework for a modern 
dairy industry in India and should be con¬ 
sidered as a successful use of food-aid for 
development with wider international 
applicability (FAO I98i '»!). 

In addition, these two documents provide 
reassurances that the Indian outlet for EEC 
dairy surpluses will remain open through 
Operation Flood; “During the project 
period, dairy imports would continue to be 
necessary to supplement the production of 
milk powder and butter oil required for 
recombination in the summer months of 
minimal milk supplies. Buffer stocks of 
skimmed milk powder and butter oil also 
need be created to allow for seasontd fluc¬ 
tuation in supply” (World Bank 1978: 31). 
“Tb generate local funds to finance about 
20 per cent of the project cost, the fifty 
unions would have to reconstitute and 
market approximately 50J)00 tons of the 
EEC donations of skimsted milk powder 
with ewresponding butter oil provid^ to the 
pooled buffer stock, during the period 
1978/79 through 1984/85” (Wbrld Bank 
1978: Annex 1). “The fact that, notwith¬ 
standing this large increase in overall milk 
procurement in the Operation Flood area. 


the utilisation of dried skim milk and buttor 
oil has been phased out more vigorously in 
recent years has to be seen in the context of 
the expansion of Operation Flood under the 
second phase of which food aid will remain 
a major source of finance” (FAO 1981; 58). 

Though it will not be possible here to do 
justice to the differences between the three 
reports, it would still be useful to have some 
discussion of the three distinctive “flavours” 
of evaluation represented here. Let us then 
devote a paragraph apiece to the three 
evaluations, referring to them as the Bank, 
the Mission and the Committee respectively, 
because the terms neatly summarise the 
essence of each. 

To begin with the World Bank, what is it 
fundamentally but a bank? It lends—it 
collects—it ensures that recipients of loan 
are creditworthy—it checks that the terms 
of the loan are viable—and so on. We have 
seen in the two preceding sections that the 
World Bank is careful with its money but 
carefree with its prose, and that this Bank 
has no qualms about kicking noble state¬ 
ments out of the way when it is a matter of 
settling the terms of a loan. So that the rural 
poor need a source of employment and in¬ 
come, a co-operative network can enchance 
local participation, the technical inputs 
requir^ in dairying should be made avail¬ 
able in milkshed areas—the World Bank 
agrees loquaciously with all this but does not 
loosen its purse strings for any of these 
activities, preferring to channel its money 
into components of the industrial infra¬ 
structure. Thu ultimate preference for hard¬ 
ware over soft sentiments expresses the hard 
commercial streak that runs through the 
World Bank report on Operation Flood, 
although this streak is carefully camouflaged 
with lofty verbiage. 

What could contrast more sharply with 
the Bank than the Mission, especially if the 
latter word is used in its religious-charitable 
sense? The Banks lends, the Mission gives. 
If the World Bank is the hardheaded man 
with the briefcase, the World Food Pro¬ 
gramme is the gracious lady with the gift 
hamper. This role renders her more sympa¬ 
thetic to us (and indeed, if there is any sign 
of genuine feeling for the poor and the 
hungry in the three reports, we find it in the 
WFP document), but it also creates its own 
interests and imperatives. She exists to 
give—and must therefore give to exist—so 
must keep both donar and recipient happy 
with her. She must reassure the EEC donors 
that their need for an outlet is served (as we 
have seen earlier in this section), at the same 
time that she says nice things about the 
Indian dairy development agencies, recom¬ 
mends the replication of these agencies 
wherever the programme is replicated (p 46), 
and tactfully glosses over the problems and 
deficiencies of the programme. But poor 
Lady Bountiful, her position renders her so 
vulnerable—these same donors and recipients 
decide that they can do better without her 
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in the second phase of Operation Flood and 
prefer to deal directly with each other, even 
blaming some of the problems of the first 
phase on her (e g, Kurien 1978). With what 
pitiful dignity does she commend her own 
contribution to the first phase since other 
do not (pp 46-48), and with what gentle 
wistfulness does she ask to be allowed to stay 
on during the second phase (p 77)—but to 
no avail, as she is ruthlessly shouldered aside 
Finally, we have the Committee, for that 
is essentially what the Jha Committee is. 
Committees arise out of other committees, 
so that the Jha Committee constantly makes 
references back to the National Commission 
on Agriculture. And committees engender 
further committees: “We, therefore, suggest 
that the matter be gone into by an expert 
body to examine what can be done”; 
“Government could ask a group of experts 
to redefine the cattle breeding policy”; “a 
speaalised group should be set up consisting 
of experts whose main task would be to 
guide the programme”; “an expert body 
might be asked to examine what can be done 
in this area” (Jha Committee 1984: pp 24,32, 
36 and 90 respectively). A committee is made 
up of experts, those busy and knowledgeable 
persons who exist to guide other people. The 
more busy they are, the more expert they are 
considered, although their many and pres¬ 
sing commitments may preclude them from 
giving sufficient attention to programmes 
as immense as Operation Flood. Their 
knowledgeability too can create constraints: 
they must make suggestions to prove their 
knowledgeability, but these suggestions must 
also be acceptable to the implementing 
agencies who may otherwise doubt on the 
knowledgeability. Further, their expertise is 
a product of a particular stratum of a parti¬ 
cular society at a particular time. The experts 
on the Jha Committee represent India’s 
development establishment and more speci¬ 
fically the dairy development establishment: 
which is why perhaps they accept without 
apparent criticism the heavy western bias in 
Operation Flood policy, why they meet with 
representatives of multinational dairy sub¬ 
sidiaries in India but not with petty traders 
or urban dairymen, why they design a Dairy 
Development Council which has no milk 
producer representative on it, why they make 
no reference to foods like buttermilk . . 
Close reading of the Jha Committee report 
also suggests a skilful diplomatic manoeuvre 
to contain within this dairy establishment 
the recent dominance of the NDDB-lDC 
lobby with its slogan of the Anand pattern 
(e g. pp 83-94). 


The Best Exemplar 

The irony is that if dairy development 
officials require a standard of rigorous 
monitoring against which to measure past 
and future evaluations, they need look no 
further than their own dairies. To illustrate. 


I recently visited the Operation Flood dairy 
closest to me, the Sumul Dairy in Surat city. 
It was a visit without prior appointment, and 
I could not but be impressed by the stan¬ 
dards maintained in the quality control 
department, and by the experience and com¬ 
mitment of the assistant manager who 
showed me around. 

The ambitious goal is to test a sample of 
every batch of raw milk that enters the dairy, 
and of ail products that leave it. lb take the 
example of fluid milk alone, butroymcters 
are used to mea.sure fat content and then 
lactometers to test the solids-not-fat content 
as well as cross check on the possibility of 
adulteration. All measuring instruments 
used must conform to ISl standards, with 
a master instrument kept as a guide to 
reliability. Certain instruments are procured 
only from a particular firm which is reputed 
for the quality of us products. 

These procedures illustrate the imperative 
of factual and objective assessment. How¬ 
ever, the contrast between the instruments 
that monitor milk and those that monitor 
dairy development is striking. If the lacto¬ 
meters and butroymcters used in Operation 
Flood dairies were as faulty as these evalua¬ 
tion reports we have discussed—that is, if 
they gave misleading, contradictory, partial, 
biased information or non-information— 
they would be thrown straight out of the 
dairy window On the other hand, were dairy 
development programmes like Operation 
Flood monitored as scrupulously as the 
milk handled by these programmes, these 
two papers need not have been written. 


Notes 

[These two papers on the various evaluations 
of Operation Hood are dedicated to my teacher 
B S Baviskar, who has long been concerned and 
vocal about the quahty and credibility of these 
evaluations. I am grateful to the Centre for 
Social Studies in Surat for the visiting fellow¬ 
ship that has enabled me to write these papers, 
and to Ganshyam Shah for his comments.] 

1 Some of these studies ate. Huria and 
Acharya 1980; Noir 1980; Rajapurohit 1979; 
and Singh 1979. 

2 Nair 1980. 

3 This figure that we have arrived at represents 
8 per cent of the throughput of the 
metropolitan dairies and not of the entire 
fluid milk processing sector: the latter figure 
would of course be much higher. In fact the 
average percentage of lecombinatioa for the 
metropolitan dairies, os given in the Jha 
Committee report itself, is far more than 8 
per cent, ranging from 6 per cent in Bombay 
to 74 per cent in Calcutta during the year 
1983-84. However, the average from these 
larger figures cannot be used because the Jha 
Committee states that indigenously manufac¬ 
tured milk powder is used in recombination 
as well as imported powder, but again the 
Committee docs not ^ve us specific figures. 
All this serves to further illustrate how 


evaluations can obfuscate rather than 
illumine. We could took in other documents 
for these Figures, but the Jha Committee 
report is supposed to be authoritative. 

4 See for example herd composition in the 
village described by Batra 1981. 

5 E G Sambrani 1980: 22. 
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DISCUSSION 


Distortions in Drug Policy: Who Is 
to be Blamed? 

Arun Bal 


JAYARAMAN’S comment {EPfV, May 3, 
1986) on the drug policy editorial (EPW 
March 8/15,1986) appears to give an impres 
Sion that the pharmaceutical uidustry is the 
main victim of the 1978 national drug policy 
It tries to justify the plethora of formula 
tions and hazardous/irrational drugs and 
gives an impression that growth of the 
Indian pharmaceutical industry has been 
slowed down because of the government 
drug policy This comment is written with 
the aim of pointing out the fallacy of the 
above mentioned arguments 

The 1978 National Drug Policy was half 
hearted attempt by the government to im 
plement the Hathi Committee recommen 
dations The main recommendations of the 
Hath] Committee were (1) Nationalisation 
ot MNC, (2) Establishment of National 
Drug Authority, (3) Priority production of 
116 essential drugs, (4) Abolition of brand 
names and introduction of generic names, 
(5) Strengthening quality control, (6) Revi 
Sion and updating oi the Indian national 
formulations, (7) Elimination ot irrational 
drug combination 

The Drug Price Contiol Order, an olf 
shoot of the national drug policy was pass 
ed in 1979 It aimed to restrict prices ot bulk 
drugs and formulations produced by any 
pharmaceutical company in the organised 
sector The pharmaceutical industry dubbed 
the Drug Price Control Order (DPCO) as 
arbitrary The aim of DPCO was to make 
available essential drugs at reasonable prices 
However, the government’s avowed good in 
tentions and efforts were defeated by the cor 
rupt, inefticient drug control machinery and 
the unhelpful, mercenary attitude of the 
pharmaceutical industry 

In 1980 the Drug Consultative Committee; 
a statutory body constituted under Section 7 
of the Drug and Cosmetics Act (Act 230 of 
1940) nominated a sub committee of experts 
to study the rationality of 34 categories of 
Fixed Dose Combination (FDC) Drugs This 
sub committee evaluated these 34 categories 
and recommended a ban on 23 of them Of 
these 16 categories were recommended to be 
weeded out immediately, while seven of them 
were recommended to be ehminated over 
a specified period The Ministry of Health 
and Family Welfare accepted these recom* 
mendations The Drug Ttehnical Advisory 
Board (a statutory body constituted under 
Seaion 4 of Drug and Cosmetics Act of 
1940) recommended the banning of 18 FDCs 
of bronchodilators. antihistammics and 
tranquillisers with corticosteroids in October 
1980 The gazette notification banning the 
FDC Drugs was issued on July 23, 1985 
Subsequently the companies started selling 
some of combinations under different in 
dications thus defeating the purpose of the 
bandUile I) 


Scarcity oi lsseniiai Druos 

The pharmaceutical industry reacted to 
the DPCO of 1979 in peculiar ways The pro 
duction of category I and II drugs started 
falling markedly while the production of 
categories III and IV drugs showed an up 
ward rise The production of category I 
drugs dropped from 4 5 per cent in 1978 to 
3 6 per cent in 1980 and that of category 11 
drugs from 16 7 per cent in 1978 to 13 2 per 
cent in 1980 However, in the case of 
category HI drugs the production increased 
from 67 1 per cent in 1978 to 68 6 pei cent 
in 1980 (lable 2) Thus an artificial scarcity 
of essential dru^s was being created The 
production of anti malarial, anti-TB, anti 
filarial, and anti leprosy drugs have been 
trailing far behind estimated demand since 
1978 While demand has increased, the 
actual production has been falling An 
estimated 30,000 children die because of l^ck 
of vitamin A every year, 50,000 people die 
of TB while 10 million people are affected 
by the disease However, since these drugs 
fall in category I and II, their production 
has been consistently ignored by the phar 
maceutical industry lable 3 shows the pro 
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duction figures of INH and PAS (antiTB 
drugs) of Pfizer These two drugs are sup¬ 
plied through the National TB Control Pro 
gramme Milhons of poor consumers are 
denied the treatment because of lack of these 
drugs Ikble 4 shows the falling production 
figures of streptomycin and INH while in¬ 
creasing production of thiacetazone and 
ethanbutol While there is acute shortage 
of streptomycin (it is not available at District 
TB Centres and PHCs many times), one 
finds plenty of injection streptomycin in 
combination with penicillin One can also 
find plenty of streptomycin in combination 


Tabi e 2 < HANor IN Pafiern or Production 



1978 

(Per Cent) 

1980 

Category I 

45 

36 

Category II 

16 7 

13 2 

Category 111 

67 1 

68 6 

Category IV 

117 

146 


Soune l-MRAl News, July 1984 


TABvr 3 Acri AL Prodi » riON os Anti FB 
DruciS Pri/tR 

Licensed Drug 1980 1981 1982 1981 

Capacity 

PAS 100 MT 23 8 13 78 5 7 Nil 

1NH80MT 73 77 54 00 71 57 Nil 

Source Amitava Guha in “Glimpse of the 
Drug Industry in India’’ 
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Table 1 Doubie Standard in Seli ino Steroid Combinations before and after Ban 


Brand Name 

Content 

Manufacturer 

Indications 




MIMS 

MIMS 




March 1982 

October 1985 

Betaklor 

Betamethazone 

Vilco 

Allergies of 

Allergic asthma 


Chlorpheneraimne 


all types 

when Broncho 


Maleate 



dilators alone 
are ineffective 

Betneton 

Betamethazone 

Chlorphenmamtne 

Glaxo 

Alergy 

do 

Cortina 

Dexamethazone 

Lupin 

Stubborn 

do 


Chlorpheneraimne 

allergy, food 
poisoning, insect 
burn 




Cortophen 

Predmsolone 

Umloids 

Alleigic 

Allergic 


Chloipheneramine 


disorders 

Asthma 

Histacort 

Chlorpheneramine 

SIRIS 

Allergic 

do 


Ptednisolong 


manifestation 


Histapred 

Prednisolong 

Wyeth 

Allergic 

Allergic asthma 


Chlorpheneramine 


manifestation 

when Broncho- 
dilators alone are 
ineffective 


Kenanamina 

Tnamcinolone 

Sarabhai 

Allergic 

disorders, 

angioneuroatic 

-do 




oedema, hay fever, 




drug and serus 
reactions, certain 
cases of bronchial 
asthma 


Peridera 

Dexgmcthozone 

MSD 

Allergic 

-do* 


Chproheptadine 


disorders 



[Please note the steroids combinations were banned by the Gazette Notification July 23,1983 
Only allowing steroids combinations from Bronchial Asthma, before and after the ban to escape 
the ban is obvious from the above Ikble ] 
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Table 4; Distokted Production Patterns of Anh-TB Oruos 


Drug 

Amount 

1980-81 

1981-82 

1982-83 

Ihrget 

Product¬ 

ion 

Ihrget 

Product¬ 

ion 

Buget 

Product¬ 

ion 

STM 

Ibns 

302 

227.3 

320 

22SA 

320 

266.0 

INH 

Tons 

154 

129.2 

140 

110.4 

158 

-128 

Thiacetazone 

Ibns 

20.0 

8.4 

16.4 

14.4 

21 

-25 

Ethambutol 

Ibns 

33.0 

24.9 

32.0 

66.9 

54 

-83 


Source: Department of Chemical and Fertilisers, Performance Budget, 1982-83, Government of 
India, pp 230 and 233, "Indian Pharmaceutical Industry: Pr^lems and Perspectives”. 


Table 3: Production of Vitamin A 


Unit 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 


Ihrget 

Prod¬ 

uction 

Ihrget Prod¬ 
uction 

Ihrget 

Prod¬ 

uction 

'burget 

Prod¬ 

uction 

Birget 

Prod¬ 

uction 

Vit A 
MMY 

66.0 

59.8 

66.6 52.6 

77.0 

52.0 

90 

60.23 

105 

41.92 


Source'. Narayana, P L, “The Indian Pharmaceutical Industry: Problems and Prospects”, NCAER, 
1981. Updated 1983. 


Table 6: Number of Products being 
Manufactured without Licence 


Name 

No of 
Products 

Glaxo 

26 

Warner Hindustan 

21 

Pfizer 

33 

Abbott 

2 

Astra-IDL Ltd 

16 

Wyeth 

3 

OMffrey Manners 

5 

Merck, Sharp Dhome 

3 

Cynamid 

2 

R^he 

1 

Hoechst 

4 

Ibtal 

116 


Source: Rajya Sabha Unstarred Question No 
2878 dated 19.12.83. 

Rajya Sabha Unstarred Question No 
2826 dated 22.8.83. 

with chloramphenicol. This combination is 
widely (mis) used in the treatment of diar¬ 
rhoea. Use of this combination can lead to 
resistance of typhoid bacilli to chloram¬ 
phenicol. Over 10,000 Mexicans died in 1975 
due to typhoid resistance to chloram¬ 
phenicol. Table 5 shows the falling produc¬ 
tion figures of vitamin A production. All 
these figures are self-explanatory and 
revealing. 

Is it that the drug industry is incapable 
of producing these essential drugs of the re¬ 
quired capacity? This cannot be so. UNIDO 
has placed Indian pharmaceutical industry 
in category V, i e, advanced technological 
development. Ihbte 3 shows that the installed 
capacity in the industry for essential drugs 
Hitt INH and PAS is routinely underutilised. 

While there is a shortage of essential 
drugs, MNCs are resorting to the un¬ 
authorised production of formulations. 
'IBible 6 shows list of the MNCs with number 
df products being manufactured without 
licence. Ihble 7 shows the organised sector 
and its share in production of few essential 
drugs, i 

It is tr^ical that while the list of 200 
'aiwntial ^gs of WHO was considered too 


painfully short by the drug industry, the 
decrease in number of essential drugs to 93 
was considered adequate by National Drugs 
and Pharmaceutical Development Council 
(NDPDC). It was aimed at minimising the 
size of “Drug Price Control Market”. It had 
more to do with drug pricing than essentially 
of the drugs. The criteria used by NDPDC 
is based mainly on inaccurate drug produc¬ 
tion figures and past distorted growth trends 
rather than present assessment of health pro¬ 
blems and drug needs. The Steering Com¬ 
mittee report states: “It may be observed that 
under present conditions because of lack of 
essential data it is not possible to predict the 
rquirement of individual drugs with suffi¬ 
cient accuracy!' The drug policy is being bas¬ 
ed more on market demand than on health 
needs. 

The mid-term appraisal of the Working 
Group to project demand estimates of bulk 
drugs for the year 1984-85 to 1989-90 shows 
no increase in demand of INH. If one bears 
in mind that in the past the actual produc¬ 


tion of essential drugs Ml snort of estimated 
targets even though industry had the re¬ 
quired capacity, it becomesAvident that the 
reason for the shortfall in production is 
related to the profitability of the drug rather 
than the needs of national programmes like 
TB control. In contrast drugs Tike hydroxy- 
quinolines and oxyphenbutozone have been 
projected for increased demand. This high¬ 
lights once again that the planning of pro¬ 
duction targets for basic drugs is influenced 
not by health needs of the country but by 
the need to ensure the prontability of the 
drug industry. 

In the case of hazardous and irrational 
combinations, the pharmaceutical industry 
has always blamed government’s lax drug 
control for the continuing sale of these 
drugs. However, MNCs do not promote in 
their own country or in the developed coun¬ 
tries many drugs which are marketed in our 
country and have a sizeable sale (Thble 8). 

Unethical Practices 

In January 1981 the government took the 
decision to abolish brand names for five 
classes of drugs. Analgin, aspirin, chloro- 
fromozine, ferrous sulphate and piperazine. 


Table 8: Drugs Sold in India. Noi' Marketed 
in Countries of OgiciN_ 


Name of the Drug 

Company 

Country 
or Origin 

Avil Expectorant 

Hoechst 

FRG 

Seventol 

Boehringer 


Expectorant 

Periton 

Knoll 

FRO 

Expectorant 

Glaxo 

UK 

Periactin 

MSD 

USA 

Ostocalcium B-12 

Glaxo 

UK 

Amebiotic 

Pfizer 

USA 

Novaigin 

Hoechst 

FRG 

Baratgan 

Hoechst 

FRG 

Suganril 

Swiss 

FRG 


Source: “Towards Rational Drug Policy”, an 
AIDAN Publication, 1986. 


Table 7; Production of Essential Durus by Multinationals and Organised Sector 


Name of the Rrms 

INH 

PAS 

Thiaehazone 

Ethambutol 

Rifampicin Streptomycin 

Abbott 

Nil 

NU 

Nil 

NU 

NU 

NU 

ACCI 

Nil 

NU 

NU 

NU 

Nil 

NU 

Hoechst 

Nil 

NU 

NU 

Nil 

NU 

NU 

SKandF 

Nil 

NU 

NU 

NU 

NU 

NU 

Searle 

Nil 

NU 

NU 

NU 

NU 

Nil 

Sandoz 

Nil 

NU 

NU 

NU 

NU 

NU 

Roche 

NU 

NU 

NU 

NU 

Nil 

Nil 

Parke-Davis 

NU 

NU 

NU 

Nil 

Nil 

NU 

Sarabhai 

Yes 

NU 

Yes 

Yes 

NU 

Yes 

Boehringer Knoll 

NU 

Nil 

NU 

NU 

NU 

NU 

Glaxo 

Nil 

Nil 

NU 

NU 

NU 

Yes 

E Merck 

NU 

NU 

NU 

NU 

NU 

NU 

Ciba-Giegy 

NU 

Nit 

Nil 

NU 

NU 

NU 

Pfizer 

Yes 

Yes 

Yes 

NU 

NU 

Yes 

Warner 

Yes 

NU 

NU 

NU 

NU 

NU 

Burrou^ Wellcome 

NU 

NU 

NU 

NU 

NU 

NU 

German Remedies 

Ml 

NU 

NU 

hfil 

NU 

Ml 

Cynamid 

NU 

NU 

NU 

Yes 

NU 

NU 

Ethnor 

NU 

NU 

NU 

Ml 

NU 

NU 


Source.’ ‘A Study on Preventive Disease In India’, by J S Majumdar, prepared forme 
Workshop in Jaipur, organised by VHAl. 
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It was also decided that production and sale 
of single ingredient drugs should only be 
under generic names. The pharmaceutical 
industry reaaed to this order by avoiding the 
production of single ingredient drugs while 
increasing production of combination drugs. 
Hoechst, Cynamid and Pfizer have sued tht 
government in the Delhi High Court and ob¬ 
tained stay order. This stay order is till 
operative and the drugs are being sold under 
some brand names. 

^ble 9 shows the difference in the retail 
price of aspirin conuining analgesics in the 
market. The pharmaceutical industry has 
always put forward the argument that the 
brand names assure quality. How far is this 
true? According to the editor of "Side 
Effects of Drugs Annual" (Amsterdam, 
Netherlands) he is obliged to maintain a 
black list of authors whose data he can no 
longer use since they lend their names to 
papers compiled or re-edited within promo¬ 
tional department of pharmaceutical com¬ 
panies. The USFDA has shown that branded 
and generic products have been substandard 
with about equal frequency. In a survey con¬ 
ducted in 1981 out of a total 218 cases of 
sub-standaid production of drugs, 135 
samples were from 23 MNCs (UNI Econo¬ 
mic Survey Vol III, Nos 3, 5, 1981). 

India provides a wide open market for the 
MNCs. industry has no time or inclination 
to consider ethical alternatives. A close look 
at .some of the practices indulged in by the 
pharmaceutical industry will show that 
ethics is the first casualty in profit-making. 
Cihno Laboratories cited the authority of 
Ijoncet to promote ostocalcium BI2 even 
though there was no such endorsement. 
Boehringer-Knoll quoted UNICEF and used 
their logo to promote the use of strepto¬ 
mycin-chloramphenicol combination for the 
treatment of diarrhoea. S G Chemicals mis¬ 
quoted Goodman and Gillman and Martin- 
dale’s pharmacopeia to promote the com¬ 
bination of two drugs, analgin an'd oxyphen- 
buta/one. When in fact these texts arc 
against the use of these combinations. 

Of the 94 delicensed bulk drugs 74 have 
always been open for production by all 
sectors. However, their imports have 
increased. 

In spite of obvious profit-making by sus¬ 
tained increase and many a times un¬ 
authorised production of formulations, the 
pharmaceutical industry has all along 
blamed the National Drug Policy for the low 
profitability, and slow growth and claimed 
the financial loss due to it. Table 10 shows 


Table 9.- Retail Prices of Aspirin Containing 
Analoesics 


Name 

Price per Thb 
in Paise 
(October 1985) 

Aspirin 

4-5 

Aspro 

11 

Anacin 

17 

Avedan Plus 

11 

Powerin 

23 


Source Towards a Rational Drug Policy’, an 
AIQAN Publication, 1986. 


the growth rate of first 20 ranking phar¬ 
maceutical companies. Not a single com¬ 
pany has shown growth rate of less than 55 
per cent. Table 11 shows company-wise 


financial data with profitability ratio for 30 
pharmaceutical companies. The share prices 
of 33 top pharmaceutical companies have 
shown upward rise in the recent past. The 


Table 10; Growth of First Twenty Ranking Pharmaceutical Companies 


Company 

Country of 
Origin 

Sales in 1979 
in Rs Crorc 

Sales in 1984 
in Rs Crore 

Growth 

Per Cent 

1 

Glaxo 

UK 

35.10 

54.55 

55.41 

2 

Sarabhai 

US 






Collaboration 

33.59 

51.34 

52.84 

3 

Pfizer 

USA 

28.93 

4065 

40.51 

4 

Hoechst 

FRG 

17.45 

33.16 

90.03 

5 

Alembic 


21.66 

32.09 

48.15 

6 

Cadila 


9.87 

28.88 

192.60 

7 

Burroughs Wellcome 

UK 

13.31 

26.74 

97.92 

8 

Boots 

UK 

12.14 

25.67 

111.45 

9 

Ranbaxy 


8.75 

23.53 

168.91 

10 

German Remedies 

FRG 

10.53 

19.25 

82.81 

11 

Parke Davis 

USA 

11.83 

18.90 

59.50 

12 

S G Chemicals 

Swiss 






Collaboration 

11.69 

17.90 

53.12 

13 

May and Baker 

France 

9.89 

17.50 

77.30 

14 

SKF (Eskay) 

USA 

8.23 

17.15 

108.38 

13 

Raptakos-Brett 


10.06 

17.10 

69.98 

16 

E Merck 

FRG 

8.50 

16.65 

95.88 

17 

IDPL 


9.10 

16.60 

82.41 

18 

CIPLA 


4.54 

15.75 

246.91 

19 

Warner 

USA 

9.72 

15.50 

59.57 

20 

Unichem 


9.76 

15.35 

57.27 


Source ORG, MAT, May, 1984. 


Table II: Company-wise Financial Data with Profitability Ratios for .Selected 30 

PHARMACFUnCAl, COMPANIES 


Name of 

Financial 

Tbtal 

Net Sales 

Gross 

Per Cent 

Company 

Year 

Assets 


Profit 

Return on 
Total Capital 
Employed 

1 Glaxo Lab 

June 83 

93,75 

136.17 

14.28 

14.8 

2 Hind Ciba Geigy December 83 

62.04 

101.18 

10.89 

14.12 

3 Hoechst (I) 

Decembar 83 

49.70 

80.67 

9.00 

28.25 

4 Sandoz (I) 

December 83 

41.81 

63.17 

6.56 

11.23 

5 Alembic 

December 83 

33.08 

56.26 

5.99 

15.64 

6 Pfizer 

Noyember 83 

37.50 

52.08 

5.99 

15.64 

7 May and Baker 

December 83 

31.29 

41.30 

5.98 

6.67 

8 Ranbaxy 

December S3 

37.53 

37.06 

3.83 

13.58 

9 Boots India 

December 83 

15.18 

33.69 

3.48 

14.21 

10 Burroughs 

It German 

Augittt 83 

29.05 

32.68 

4.55 

15.44 

Remedies 

December 83 

20.99 

31.77 

4.39 

22.13 

12 Cynamid (I) 

November 83 

17.76 

27.55 

4,95 

15.55 

13 Parke-Davis 

14 iMuner 

November 83 

8.85 

26.08 

2.51 

13.14 

Hindustan 

November 83 

8.55 

25.45 

2.53 

15.55 

15 E Merck (I) 

16 Richardson 

December 83 

18.52 

23.18 

2.12 

19.38 

Hindustan 

June S3 

10.18 

23.30 

3.1S 

20.21 

17 Roche 

December 83 

15.30 

22.30 

4.50 

28.34 

18 CIPLA 

October 83 

13.14 

20.54 

1.44 

5.42 

19 Unichem Lab 

September 83 

10.06 

19.56 

2.04 

12.09 

20 Abbott Ub 

November 83 

7.53 

15.28 

1.80 

14.09 

21 Searle (I) 

December 

10.35 

13.52 

0.92 

12.07 

22 Boehiinger 

April 83 

6.53 

11.35 

3.26 

29.40 

23 Dupfaar-Int 

December 83 

7.01 

12.49 

-0.47 

21.25 

24 Nicholas Lab 

June 83 

9.84 

11.31 

1.29 

12.20 

25 Fulfofd (I) 

December 83 

5.88 

9.42 

0.64 

22.18 

26 Jayant Vitmain 

June 83 

14.81 

8.81 

1.08 

20.44 

27 Anmitaqjan 

March 83 

4.25 


0.50 

21.59 

28 J L Motion 

December 83 

4.92 

8.52 

1.01 

17.93 

29 Chemo Pharma 

June 83 

3.09 

0.12 

0.05 

7.93 

30 Zandu Pharma 

March 83 

4.47 

4.94 

0.50 

16,27 


Source Ckemkal Weekly, March 3. 1985. 


1031 



June 7, 1986 


ECONOMIC AND POLITICAL WEEKLY 


profit remittance of MNC (Table 121 
shows sustained increased profitability. 
Ihble 13 shows the few top selling drugs 
of 1984. Ail of these drugs were irrational 
and some hazardous also. Table 14 shows 
over-pricing of selected bulk drugs by MNCs 
in India, it is obvious from the above men¬ 
tioned data that the pharmaceutical industry 
is making sizeable profits on irrational drugs 
taking advantage of government’s lax, in¬ 
efficient control machinery. 

AiitMm TO DiscRtun BaNGLABItSH 
Drug Policy 

This lack of moral responsibility and 
social accountability has, over the last few 
years, increased consumer awareness. Also 
ihe success of the Bangladesh Drug Policy 

Table 12: Profit RtsiiTTANrES or MNCs 


{Rs lakh) 


Drug 

Company 

Oi iginal 
Instrument 

Profit 

Remitted to 
Parent 
Company in 
1980-81 

Glaxo 

1.5 

135.00 

Pfizer 

2.0 

260.82 

Ciba Geigy 

3.0 

162.57 

Cynamid 

1.5 

157.64 

Bayer 

4.0 

135.82 

Source: ‘Towards a Rational Drug Policy’, an 

AIDAN Publication. 

1986 

r-\BlF, 13: 

Top Sfi i ing Drugs. 1984 

Drug 


.Sales 

(in Rs lakh) 

Becossules 


998 

Baralgan 


670 

Dexocaye 


619 

Hepataglohin 


428 

Vicks Vaporub 


509 

Novalgin 


536 

Benadryl 


524 

Pheiisedyl 


344 

Neurobion 


413 

Oxalgin 


412 

Suganril 


404 

Glucose D 


399 

Prolinex 


366 

Digiplex 


314 


Source: ORG MAT. May 1984. 


has encouraged different consumer aaivist 
groups. However, the pharmaceutical in¬ 
dustry, especially MNCj, waste no oppor¬ 
tunity to dis>;redit .such success in developing 
countries. Recently the Pharmaceutical 
Manufacturers’ Association (PMA) of USA 
published a report which claimed that the 
Bangladesh Drug Policy has failed and 70-83 
per cent population have no access to the 
essential drugs. Zafarullah Chaudhury, who 
was instrumental in formulating the B^la- 
desh Drug Policy, has denied this and has 
criticised the PMA report as being totally 
wrong. He has shown that 23 per cent price 
increase was mainly because of marked 
change in the value of the dollar as com¬ 
pared to taka. Actually the prices of raw 
material and essential drugs have decreased 
substantially after the new drug policy 
(Ihble IS and 16). 

The growing consumer awareness and the 
increasing number of consumer activist 
groups is perceived by the pharmaceutical 
industry as a threat to its future global 
operations. A commentary in an industry 
journal {Scrip No 1060, December 16,1985) 
makes interesting reading and oifers insight 
into the thinking on MNC management. 
Titled as ‘The Schwartz Commentary on the 
Nairobi Conference’ it states “the meeting 
was merely a skirmish in what promises to 
be a very long war... The activist have 
usurped and unjustly monopolised the con¬ 
sumer role in WHO... Fundamentally 
activist are really anti-patient. They speak 
for government bureaucrats concerned 
mainly with cost-containment and for 
ideological groups whose main aim is the 
redivision of world health between the haves 
and have-nots.” It further goes on to advise 
the industry to enlist the real consumers— 
the sick patients to fight growing menace of 
WHO and consumer activist. Such diatribe 
shows that the consumer groups have made 
a substantial dent in the defences of MNCs 
and the industry has been feeling the 
pressure of consumer campaigns. 

It is high time that a rational drug policy 
is formulated primarily from the perspec¬ 
tives of health needs of people rather than 
profitability of the industry. Drugs are con¬ 
sumed by the people, drugs are paid for by 
the people and drugs affect the health of the 


Table 14: Price Hike in Drugs 


Name of the 

Theraputic 

Company 

Maximum 

Maximum 

Per Cent of 

Drug 

Group 


Retail Price 

Retail Price 

Increase 



in 1974 (Rs) 

in 1986 (Rs) 


Streptonex 

Anti TB 

Pfizer 

Each Vial 

0.70 

2.77 

296 

Sodium PAS 

Anti TB 

Pfizer 

lOOOM 

5.62 

15.68 

180 

Protinex 

Neutrient 

Pfizer 

115 GM 

3.20 

13.37 

157 

Insulin CEO 

Antidiabetic 

Boots 

10m Amp 

5.01 

11.10 

121 

Codiquin 

Antimalarial 

Cadila 

Eachikb 

0.17 

0.28 

64 

Dexoiange 

Blood Ibnic 

Francho 

Indian 

280ml 

7.50 

16.50 

120 

Panzynorm 

Enzyme 

German 

Remidies 

Each Ihb 

0.20 

0.68 

240 

TKiedisal 

Vitamin Bj 
^Joramphe- 

Merind 

Each Ihb 

0.14 

0.32 

129 

Reehlor 







micol 

Sarabhai 

Each Ihb 

0.36 

0.57 

171 

Calpol 

Airacetamol. 

Burroughs 

Each Ihb 

0.07 

0.20 

186 


Tabu 15: Prices of Raw Material before 
and after Ordinance, Bangladesh 


(US S/Kg) 


Raw Material 

Before 

Ordinance 

After 

Ordinance 

Tetracycline 

HO 

75 

28 

Oxytetracycline 

HO 

80 

30 

Ampicillin 

120 

60 

Amoxycillin 

Trihydrate 

140 

66 

Cloxacillin 

Sodium 

113 

72 

Doxycycline 

HCl 

1230 

250 

Trimethoprim 

ISO 

46 

Glibencloffiide 

2350 

ISO 

Hyoscim-N-butyl 

bromide 

1358 

830 


Source: Lancet, May 4, 1985. 


Table 16: Maximum Retail Price of Some 
Essential Drugs, Banci adesh 


(Tbka/Caps/tab) 


Drug 

Before 

After 


Ordinance 

Ordinance 

Ampicillin 

250 mg 
Tbtracyclinc 

2 

1.50 

250 mg 

1.04 

0.70 

Co-trimaxazole 

2.30 

1.15 

Amoxycillin 

Metronidazole 

3.50 

2.35 

400 mg 

1.42 

0.85 

Source: Lancet, May 4, 1985. 


people It is the duty of the slate to protect 
its citizens from injury and harm. The 
All India Drug Action Network should 
strengthen its functioning and co-ordination 
to combat the attitude of pharmaceutical 
industry. As mentioned above the industry 
views the just demands of the consumer 
activists as threat to its very existence and 
advocates the devising of a long-term 
strategy ‘‘to Hght this war”, h is therefore 
necessary for all like-minded organisations 
to have effective co-ordination and work out 
a long-term strategy. 


Mahanshtn Petro Chemical 
Corporalioii 

MAHARASHTRA PETRO CHEMICAL 
CORPORATION has signed 4 memoran¬ 
dum of understanding with Herdiitta 
Chemicals for setting up a Rs IS crore joint 
sector project for the annual manufacture 
of 5,0(X) tonnes of polybutenes. Polybutenes 
find major application in formulation of 
lubricating oils. Demand for Ohs svi^icatioq 
is increasing stead&y. At present there is only 
one manufacturer in the country. Poty- 
butenes ate also used in power and telephone 
cables secton. 



ha\« iweti widely uiied for 
applirations - a roiHnbudei^' 
e^nulent to 490 Megawatts as vi 
now' 

Mwe than 10000 Industnal Engines 
in well over 6000 plants in the 
country have been proving their 
ruggedness and reliability 

That’s why AshokLeyland 
Industnal Engines are the first 
choice for so many other industrial 
applications as well 

Dump trucks, Excavators, 
Compressors, Railway Ballast 
tamping equipment, etc 

TTie reasons are not far to seek: 

I Maintenance need of AL 
Engines is minimal 

I Parts made available throi^ih 
extensive ALnetwoik-at 
competitive pnces 


I Long lasting nitnded crank 
shafts 

• Fastest time recorded in starting 
and reaching full load speed 
even at low temperatures 

AshokLeyland 
Industrial Engines. 
Any time, anywhere. 

© 

Ashok 

Leylaml 

Limited 


460 Anna Salai 
Nandanam 
Madras 600 035 
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INDIAN ORGANIC CHEMICALS LIMITED 

LEADERS IN THE FIELD OF INDUSTRIAL CHEMICALS 

Our Range of Products: 

ACID GROUP 

★ Acetic Acid 

★ Acetic Anhydride 

★ Acetaldehyde 

BENZYL PRODUCTS 

★ Benzyl Acetate 

★ Benzyl Alcohol 

★ Benzyl Chloride 

★ Benzaldehyde 

ESTER SOLVENTS 

★ Ethyl Acetate 

PLASTICIZERS 

★ DOP (Di Octyl Phthalate) 

it DIOP (Di Iso Octyl Phthalate) 

★ D8P (Di Butyl Phthalate) 

★ BBP (Benzyl Butyl Phthalate) 

★ DEP (Di Ethyl Phthalate) 

And 

★ Futura Polyester Staple Fibre 


INDIAN ORGANIC CHEMICALS LIMITED 


Mehta Mahal, 15, Mathew Road, BOMBAY - 400 004 
Gram FUTURA Bombay Phones 359420 387729-385774 
Telex 011 3147 lOCLIN 
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UK: PRIVATISATION AND THE TORIES 


PAN-ISLAMISM VS INDIAN NATIONALISM? 


/ Bcofs No. 1 priority i$ to erw ttiot the 
elediorto ^idustry in Tamil N(^ 
tTMShioornlxiphQ^V'AfTK^ 
out the jp/th pdtem is the task it hos tok^ 
oa Etcotther^ore Identtfies evaluates and 
channelises the indMduol entiepreneixs' ettorts 
and Integrates them. 

: And thafs not all, For instance, Etcofs product 


I 


how. This viable pockoge Is then gh/en to 
the smoi scale rrranufocturer for productk^^ 

Elect hasoctivelypiorTwtedseveral^^ 
as wel osjoints^units. The products made n 
the prA)llc sector units include Aluminium 
Becklytic Cqxicitoa Rodio CommunIcQtlon 


; In the Joint Sector, the product range Includes 
: CartxrnRImResteLoud^erCo^ 
Nnted CM Boerrds Block & White 
TV picture tubes Acoudic 
■Wave filters Block & White ond ^ 

Colour IV, Medical Eiecliorto ^ 
Ei 7 uipment,Electtonlc 
: Telephone 
; Instramer^ts 
iv.1iinl(ey ' 

^Computer Systems 
Industrial 

i^SediDnics Equipment 
lie Induction Heating 

IILma 




iWti^totionand 


popo^ that ora being octively 
■■ fedlbrthektimecfiatelutiie 
spedoilsedeleclionlcs 
lire Electronics Security 
Solar Photovoltaic Systems Opb 
Eqi^xnent, etc. 
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iSbx Concessions 

THE significance of the excise and customs duty concessions announced by the 
Rnance Minister on June 11 extends, in the finance Minister’s view, beyond the 
industries or products affected by the tax changes. Not that the gains to businessmen 
from the concessions are exactly small change. The Finance Minister has put the 
revenue sacrifice involved at Rs 100 crore, of which as much as Rs 60 crore will 
benefit the electronics industry alone. In terms of the amount involved, this is a 
laiger tax give-away than that offered by the Finance Minister on April 24 in his 
lei^y to the debate on the Budget in Parliament which involved a revenue loss to 
the government of Rs 82 crore. However, through his announcement last week the 
Finance Minister was making some other points as well. For one thing, he was 
giving evidence of his flexibility in fiscal matters and his refusal to be tied to tax 
proposals merely because these had been formally incorporated in the Budget and 
been approved by Parliament. Second, V P Singh has been keen also to establish 
his responsiveness to the needs and problems of industry. The official announce¬ 
ment of the latest tax reductions mate specific reference to the ‘open house discus¬ 
sions’ which the Finance Minister has been having from time to time with represen¬ 
tatives of trade and industry and states that the tax changes bein^ effected repre¬ 
sent the government’s response to the points raised by trade and industry at these 
discussions. Clearly, V P Singh must regard it as a matter of some considerable 
importance for his personal political fortunes to publicly exhibit the Dr Jekyli side 
of his personality as Finance Minister after the hue and cry raised over the tax 
investigations into the affairs of some prominent industrialists and industrial houses. 

Against this background it is hardly surprising that the tax reductions represent 
little more than responses to sectional lobbying. Of course, the Finance Minister 
has claimed that the tax concessions are intended to stimulate production (and 
has even suggested that there may be no revenue loss at all with the effect of lower 
tax rates being compensated for by larger volumes), but that is true only at the 
level of the very genend, and very questionable, premise of any tax reduction being 
good for production. Ihke the example of the electronics industry where the tax 
reductions cover over 190 items and where the Finance Ministry claims to have, 
after consultations with the Department of Electronics, structured customs duties 
on capital goods, raw materials, components and Tinished products in such a fa.shion 
as to encourage indigenous production while at the same time denying undue pro¬ 
tection to indigenous industry, as the Finance Minister put it. Actually it is plain 
wishful thinking to imagine that Indian businessmen will be persuaded by the offer 
of small customs duty advantages to shift from relatively low-investment, high- 
and-quick-prot it assembly operation.s, which is what mostly passes for production 
and manufacture in the electronics industry in the country today, to highly capital- 
intensive, long-gestation components production. In any case, if the commitment 
of the Department Of Electronics to development of indigenous technology and 
production were indeed genuine then it would not be taking, again and again, deci¬ 
sions in favour of imports in preference to indigenous investment and production 
in areas with undoubted scope for indigemsation such as telecommunications which 
have left those in charge of even government-owned organisations like Indian 
Telephone Industries wringing their hands in despair. 

It would be wrong, however, to suggest that tax concessions of the type announced 
last week by the Finance Minister are entirely bereft of any economje lationale tor, 
in terms of the logic of the government’s current economic policies, there is an 
undoubted need to change the structure and rates of excise and customs duties (and 
sales taxes, at the state governments’ level) to keep in step with the relaxation of 
industrial licensing and import and other controls. In that phase of the country’s 
capitalist development when the emphasis was on building the economic infrastruc¬ 
ture and basic industries and'on a measure of import substitution, a structure of high 
excise and customs duties had been instituted in respect of items domestic produaion 
or import of which was assigned a relatively low priority. However, now that the 
government and businessmen appear to be agreed that there is not much further 
purchase to be had from pursuing the above line of policy and that instead it is 
essential, in the interest of investment, production and profits in the economy, to give 
business and industry a free hand to exploit the opportunities provided by the demand 
for consumption goods and services of that small proportion of the population 
which has command over the bulk of disposable incomes, it would not do to leave 
unchanged a pattern of indirect taxes which discouraged production/import and 
consumption of these very goods and services. To put it bluntly, it is imperative 
to lower taxes op articles of upper class consumption, and lower them quite sharply. 
This is what the Hnance Minister has been doing and did once again last week. 


JttM! 14. 19«<i 


BCONomC 


The Economy 


Aid and Advice 


THE Aid-India Consortium will hold its 
annual meeting in Paris early next week to 
provide a broad indication to the Govern¬ 
ment of India of the amount of ‘aid’ that 
the World Bank group and the Western 
countries are prepared to commit themselves 
to in 1986-87. As usual, the World Bank has 
produced its report on the Indian economy 
for the occasion. The report, leaked-out por¬ 
tions of which invariably make headlines in 
our newspapers, is generally notable not for 
the quality of its analysis of the performance 
of the Indian economy but for the political 
pointers it provides to what the Western aid- 
givers expect of the Government of India in 
terms of its economic policies. 

Newspaper accounts of this year's World 
Bank report on the Indian economy bring 
out that the Bank’s overriding anxiety is to 
ensure that the sharp rise in our balance of 
trade deHcit—from Rs 5,200 crore in 1984-85 
to about Rs 8,500 crore in 1985-86—must 
on no account lead the Government of India 
to slow down, much less reverse, the liberali¬ 
sation of import policies. It is emphasised 
how vital ever larger imports of industrial 
inputs and capital goods are for achieving 
the industrial growth targets of the Seventh 
Plan as well as loi improving industrial 
efficiency and export performance. Lest 
anyone should point out that the liberalisa¬ 
tion of import policies have not made any 
noticeable difference to the industrial growth 
rate so far, the repoit maintains that the pay¬ 
off of the new import policies in terms of 
faster growth of manufastuimg output is 
likely to occur with a lag 

It is tempting for critics of the World 
Bank’s approach to aigue that there is leally 
no a prion relationship between the volume 
of imports and the rate of growth of in¬ 
dustrial production; that this country itself 
has in the past achieved more impressive 
rates of industrial growth than those in the 
last few years while pursuing restrictive 
import policies However, to aigue in this 
fashion, in the specific context of the recent 
cbtiPges in the go.unment’s economic 
policies, would be to obscure the real reasons 
for the sharp rise in the import bill in the 
last tew years with the consequent widening 
of the trade deficit, it would also be to foster 
the false impiession, encouraged by govern¬ 
ment spokesman, that it is open to the 
goveimncnt, faced with large and persistent 
trade dcticits. to turn off the import tap at 
will 

It has to be clearly recognised that the 
ballooning of the import bill and the con¬ 
sequent incipient balance of payments crisis 
ate the outcome not of just the liberalised 
impoit policies but of the oserall direction 
that is being sought to be given to the 
economy and the import-intensive patterns 
of investment and puiduction that are being 
encouraged. Given these developments, the 
World Bank is, alas, right: any reversal of 
the liberal import policies will indeed 


adversely affect industrial- output and 
grxywth. Obviously, the high-fiying Maruti 
enterprise cannot sustain its operations for 
a single day without the unimpeded flow of 
all manner of components, spare parts and 
equipment from Japan. Or again, the entire 
electronics sector, seemingly so buo^t 
judging by the advertising bUtz in the m^ia, 
will surely collapse like a house of cards if 
the regular supply of imported SKD and 
CKD packs and components is interrupted. 

These examples, which can be readily 
multiplied, bring out where the government’s 
drive for capitalist development of the 
economy is leading us. They also emphasise 
how naive it is to imagine that in this situa¬ 
tion the government any longer has complete 
freedom to reverse its import or any other 
policies. 

The process by which a country gets 
ensnared in the international debt trap 
clearly starts long before the level of its in¬ 
debtedness to its international crcditois 
actually begins to look worrisome 


Education 


Protecting a Privilege 


A Correspondent writes: 

THE 1983 Assembly election manifesto of 
the Triugu Desam Party (TDP) maintained 
that as education had become a plaything 
of successive education ministers in the state 
it needed to be completely overhauled to 
meet the rising demands of the weaker 
sections. If voted to power, it promised a 
committee of experts to go into the entire 
education system The 1984 election mani¬ 
festo of TDP set out the party’s thinking on 
education more succinctly. It said: “There 
should be total autonomy for educational 
institutions. The role of the state should be 
primarily confined to the provision of 
enough funds and resources in order to 
secure the spread of education and a gradual 
improvement in the quttlity of education. For 
(his purpose, it should be made obligatory 
to allocate at least 5 per cent of the GNP 
for education All children below 14 years 
shall be imparled compulsory prim.Ty 
education within one Plan period. It [the 
government] would toot out capitation fees 
in the educational institutions!’ Most of 
these commitments have remained on paper. 
Though the Telugu Desam government 
issued an Ordinance banning capitation fees 
in colleges soon after coming to power, a 
number of amendments have been made to 
the ori^nal ordinance, in effect legitimising 
capitation fees. 

A report on higher education has been 
submitted recently by a committee of vice- 
chancellors appointed by the government. 
The report wants the government to ’’give 
up the present model of a single stream, the 
unitary formula in higher education, and 
replace it with three parallel streams in col¬ 
legiate undergraduate education”. The first 
stream, consisting of the most ’talented’ 
students, should be provided with all facili¬ 


ties to get the belt education. The second 
stream would contist of those who are suf¬ 
ficiently *motivated' to be prepared to pay 
for thdr education. The third stream would 
cater to the requirements of all those seek¬ 
ing higher education who do not fall into 
the first two streams. The committee urges 
that sibsidised higher education should be 
limited only to those who show promise of 
profiting by it and who are likdy to find 
avenues later to utilise their knowledge in 
the service of the natinn—those in the so- 
called first stream. Institutions catering to 
the second stream should be largely financed 
through fees collected from students and 
from other non-governmental sources. The 
report says that it costs about Rs 1,600 per 
annum per student to provide classroom 
instruction at the undergraduate level in 
Andhra Pradesh. In the second stream, most 
of this will have to be collected from students 
by way of fees. Students who are unable to 
pay such high tecs may be given loans by 
nationalised banks and the state may under¬ 
write such loans. As for those falling in the 
third stream, it is recommended that they 
should either turn to the A P Open Univer¬ 
sity or take the correspondence courses of¬ 
fered by other universities. Thus while the 
so-called intelligent and the motivated—in 
other words, those who can pay for their 
education—are taken care of, the less 
fortunate ones are condemned to correspon¬ 
dence courses or ’distance education'. 

The report also makes much of the need 
to regulate the number of seats in colleges 
according to manpower needs. It is cate¬ 
gorically stated that it is not the democratic, 
right of everyone to ask for higher educa¬ 
tion. The committee would limit the expan¬ 
sion of seats at the undergraduate level so 
that their number would not exceed 400,000 
students by 1995, compared to the existing 
.330,000. 

A committee consisting of vice-chancel¬ 
lors of universities cannot be so naive as to 
be unaware that ‘intelligence’, especially as 
assessed in examinations or college entrance 
tests, IS very much a function'of social class. 
In the name of limiting access to state 
subsidised higher education to only Oie 
'talented' or the 'meritorious’ and requii.ng 
others to pay the full cost of education, the 
committee is in effect advocating that higher 
education must be retained as the closely 
guarded preserve of the upper castes and 
classes with the advantage of generations of 
literacy and education behind them and the 
new rich in the urban and rural areas who 
claim to qualify for the committee’s ‘second 
stream’ of those who are sufficiently ‘moti¬ 
vated’ by virtue of being able to meet the 
cost of their education. Access to organised 
higher education is to be virtually closed to 
the others, the vast majority. Their exclusion 
from higher education is sought to be given 
a further ‘rational’ justification in terms of 
the wastefulness of allowing the expansion 
of higher education to outpace the growth 
of employment opportunities for those with 
university education. 
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Tblecommunications 


Relyiog on Imports 


THE decision of the Department of 
Ifelecommunications to resort to large-scale 
import of tdecommunication equipment in 
the Seventh Plan may deliver a body blow 
to the development plans of the indigenous 
telecommunication industry. The Depart¬ 
ment of 'Mecommunications (DOT) has 
flomed global tenders under the ninth Vforld 
Bank loan for electronic tetephone line con¬ 
centrators, automatic dehydrators, cable pem 
systems, digital coaxial equipment, etc, 
totally valued at about Rs 100 crore. It has 
also sought import licences from the Depart¬ 
ment of Electronics (DOE) for the purchase 
idrroad of 1.2 million exchange lines during 
the Seventh Plan at an estimated cost of 
Rs 600 crore. In addition, DOT has written 
to foreign companies such as Philips, 
Siemens, Erocssons (Sweden) and Face 
(Italy) c^ling for discussions on the import 
of about two to three lakh telephone 
instruments. 

It may be recalled that in a major policy 
change in May 1984, the Union government 
had announc^ in Parliament its decision to 
allow the entry of the private sector into 
manufacture of switching and transmission 
equipment with 51 per cent state participa¬ 
tion and production of telecommunication 
equipment for installation at the subscriber’s 
premises. Accordingly, six companies in the 
sate and joint sectors have already been 
licensed to produce 60,000 rural exchange 
lines each and another 27 have been permit¬ 
ted to manufacture telephone instruments. 
Several state Electronics Corporations are 
also expected to supply various items of 
transmission equipment. In all these cases, 
indigenous production is expected to com¬ 
mence during 1986 and 1987. 

Against this background, it it surprising 
that DOT now wants to depend on large- 
scale imports to develop telectmununication 
facilities in the Seventh nan. It is feared that 
if the imports are allowed to come through, 
even the public sector giant, Indian Tble- 
phone Industries (ITIX mr^ have to cut back 
production substantially. As it is, it is 
reported that thousands of ITl employees 
are facing retrenchment in the next three 
years on account of the phasing out of cross 
bar and straw gear production. ITI may not 
be able to absorb them unless its proposed 
second Electronic Switching System (ESS- 
II) (ncject at Bangalore is deared soon. Aity 
forced cut in production at this stage will 
only aggravate the crisis. 

Not surprisini^y, inaiiy vvithin the industry 
as well as outside have questioned the 
rationale behind DOT'S decision to import 
telecom equipment on a massive scale. The 
(Chairman and Managing Director of Indian 
Iblephone Industries, K P P Nanddat has 
recently criticised DOTS lack of fidth in the 


abilities of our engineers and scientists. He 
has stated that ITI is in a position to meet 
the country's requirements of switching 
equipment for the coming two decades. He 
has also claimed that the fTI’s new factory 
at Manakpur in Uttar Pradesh has achieved 
a high degree of indigenisation in the field 
of digital exchanges and that the exchanges 
manufactured by the ITI have been found 
to be mote suitable even by the defence 
services. Nambiar is not so much against 
import of modern technology, but he 
deplores import of equipment, particularly 
switching equipment for telephone ex¬ 
changes. P N Choudhury, member (techno¬ 
logy) of the telecommunications board, has 
also underlined the need to end dependence 
on imports. 

DOT’S arguments in favour of hnports are 
the availability of loans from the World 
Bank and the equipment-supplying coun¬ 
tries. It has also contended that indigenous 
production will not be adequate to meet the 
requirements of the Seventh Pbm. While the 
resource constraint has been a msgor impedi¬ 
ment in the way of faster growth of telecom¬ 
munication facilities, av^ability of loans 
from the World Bank and from equipment- 
suppliers from abroad alone should not 
clinch the decision in favour of the impon 
option. 

Nuclear Power 


Low Capacity Use 


THE March 1986 issue of Scientific 
American carries an article on ‘Rethinking 
Nuclear Power’ which principally addresses 
the subject of the changing fortunes of 
nuclear power in the US, where since the 
early 1970s, when orders for nuclear plants 
reached a peak, not only have there bero few 
orders for new plants but also there have 
been many cancellations of earlier orders, 
even thou^ the number of plants in service 
has increased steadily. Why public utilities 
in the US have had second thoughts on 
nuclear power plants is the mgjor focus of 
the article. 

In the attempt to identify the factors 
responsible for the misfortunes of the US 
nuclear power industry—the Chernobyl 
disaster in Russia was then still in the 
making and the Three-Mile Island disaster 
was almost seven years old—one pf the fresh 
elemenu to be highlighted was the per¬ 
formance of nuclear power fdants. “Average 
annual plant capacity factw (the percentage 
of thdr theoretical totd output that nuclear 
irianti actually produce in the course of a 
year) have for several years failed to exceed 
60 per cent, a figure well below the per¬ 
formance recorded in many other countries, 
including Japaui. Sweden, Switxerland and 
West Germany!’ 

A diart accompanying the artide gives the 
average annual capacity ftetor for a numbo- 


of countries. This includes India and 
Ikiwan, the only two developing countries 
for which information is given. While out 
of 13 countries as many as ten—this includes 
Ikiwan—have capadty factors of 60 per cent 
or above, the US, Great Britain and India 
have lower capacity factors, with India 
bringing up the rear with a capacity factor 
ol 40 per cent 

The article particularly laments the 
fragmented and disjointed structure of the 
US nuclear industry “It has led to a lack 
of standardisation in the technology Indeed, 
there ate almost as many power plant 
designs as there are plants", says the article 
On the other hand, the etpenence of France 
“where the national utihty and a single supply 
consortium followed a strict policy of 
building long series of veiy similar plants” 
IS different. The capacity factor for Fiance 
IS over 70 per cent and the capital as well 
as operating costs are much lower. 

But if France could reap the gains, it did 
so on account of the fact that it had one 
agency ordering and operating plants and 
one single agency supplying plants How 
come then their counterparts in India have 
done so poorly? Should not somebody be 
raising this question with our atomic scien¬ 
tists “who can do no wrong”? 
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^BUSINESS 


Vanaspati Industry 

H V MARIWALA concluded his speech at 
the 40th annual meeting of the Vanaspati 
Manufacturers’ Association of India by 
urging the members to ponder over “what 
if we were to tell the government" to “keep 
your imported oil but give us our freedom’— 
freedom from control on prices, on oil 
utilisation, on specifications within nutri¬ 
tional needs, on packaging material, on 
packaging capacities, on what quality the 
consumer shall consume, on distribution 
pattern and on shackling innovation and free 
enterprise. Few in the industry will be in¬ 
clined to disagree with the VMA chiefs plea 
for freedom from the all pervasive system 
of controls exercised through the VOP Con¬ 
trol Order as these controls have come in the 
way of improving efficiency and productivity 
and have impaired the daily working of the 
vanaspati units. Unquestionably, the major 
contribution of the vanaspati industry is its 
capacity to convert any edible oil into a 
universally acceptable product. And it can 
perform this function best if it is permitted 
to use ail oils and produce products of 
varying specifications, within, of course, 
the parameters prescribed by nutritional 
considerations. 

However, not many in the industry would 
share his ‘thought’ in regard to doing away 
with imported oils and depending entirely 
on indigenous oils in return for freedom 
from controls. One really wonders whether 
the VMA chief was at all serious in mooting 
the idea that the government could keep all 
the imported oils and give the industry 
freedom from all the controls. Mariwala 
who is thoroughly conversant with all the 
facets of the industry cannot be unaware 
that the fortunes of the vanaspati industry 
are closely linked with the assured supply of 
imported oils at highly concessional prices. 

Ihiking to a cross-section of informed 
men connected with the industry one gets 
the impression that almost half of the 
vanaspati units would be obliged to close 
down if they were denied the usage of im¬ 
ported oils at concessional prices. Only the 
relatively efficient units are in a position to 
compete with rellned oils if they have to 
depend entirely on the use of indigenous oils. 
Given the choice between doing away with 
imported oils and freedom from price con¬ 
trol on the one hand and assured supply of 
imported oils at concessional prices and 
informal price control on the other, the 
majority opinion in the industry would opt 
for the latter. Even at the risk of appearing 
rather uncharitably it would not perhaps be 
an exaggeration to say that the industry 
thrives under voluntary price control which 
has always been honoured more in breach 
than in observance. Unscrupulous elements 
inlthe industry abound. 

In mooting the idea of telling the govem- 
l .ment to “keep your imported oil but give us 


and Imported Oils 

our freedom” the VMA chief would seem 
to have been prompted by the firm belief 
that if the gap between dmand and indi¬ 
genous supply has to be bridged through im¬ 
ports of e^ble oils, the government will have 
to offer imported oils to the vanaspati 
industry which alone can process these oils 
into a wholesome, homogeneous and accept¬ 
able product. This, however, is uking too 
simplistic a view of the problem. What is 
really relevant from the viewpoint of con¬ 
trol or decontrol is not the allocation of im¬ 
ported oils to the industry but the prices at 
which these oils are made available. 

The case for doing away with control on 
vanaspati prices is indeed unassailable The 
logic of providing the vanaspati industry 
with imported oils .at much below the ruling 
market prices of indigenous oils and main¬ 
taining some kind of voluntary price con¬ 
trol on the final product is hard to appre¬ 
ciate There is no sense in enforcing price 
control on vanaspati when over eighty per 
cent of the fat is consumed in tne form of 
liquid oils over which there is no control. 
Since vanaspati is nothing but refined and 
hydrogenat^ oil, the absurdity of a policy 
that seeks to fix the price of vanaspati at 
below that of liquid oils is all too obvious. 
There is no sound reason why the vanaspati 
industry should be accorded special treat¬ 
ment by way of assured supply of raw 
material at a concessional price. 

It is surprising that while deliberating on 
the issue of controls on the vanaspati in¬ 
dustry, the VMA chief Mariwala should not 
have made even a casual mention of the 
highly questionable aspect of the govern¬ 
ment policy for vanaspati, namely, the 
assured supply of imported oils to the in¬ 
dustry at highly concessional rates in order 
to maintain informal control over vanaspati 
prices at substantially below the ruling prices 
of indigenous oils. In view of Mariwala’s in¬ 
timate knowledge of the goings on in the in¬ 
dustry it would perhaps be naive to think 
that the omission was unintentional. The 
VMA chief would seem to have deliberately 
avoided any reference to this issue because 
the industry thrives on the assuml supply 
of imported oils at concessional prices. As 
rightly pointed out by Mariwala, by and 
large; the consumer "pays the price Tor the 
controUed commodities as dictated by the 
forces of supply and demand” as it is well 
nigh “impossible for the administrative 
machinery to keep a close watch on the 
distributive network”. One has to be very 
credulous indeed to believe that vanaspati 
manufacturers have no share in the illegiti¬ 
mate gains accruing from the sale of the 
product at above the controlled price. It is 
hardly necessary to point out that vanaspati 
does not always enjoy a sellers market. 

Very briefly stated, Mariwala’s speech, 
which is notable as much for what it states 


as for what it does not, couU be divided 
broadly into three parts. Hie first part has 
the semblanM of a PR eieicite, bring 
devoted mainly to appreciation of the 
various policy initiadves taken by the govern¬ 
ment relating to controls on trade and in¬ 
dustry. But ironically enough, the second 
part of the speech is in the nature of a 
lament over the government's failure to 
extend its pragmatic approach Ailly to the 
vanaspati industry and the consequent con¬ 
straints on the healthy growth of the in¬ 
dustry. The concluding part of the speech 
contains certain suggestions for the govern¬ 
ment’s consideration to enable the industry 
to play its legitimate role in the vegetable oils 
economy. The speech contains a number of 
conflicting statements which along with 
Mariwala’s observations on price control 
betray poor perception of the basic issues. 
The core of the problem, namely, the pric¬ 
ing policy for imported oils allocated to the 
industry has not been touched at all. 

Engineering Industry 


Exports Take Back-Seat 


BELYING expectations of a recovery, 
engineering exports have suffered a bad set¬ 
back in 1985-86. Figures available for the 
11-month period, April 1985 to February 
1986, show that export earnings have 
amounted to only Rs 930 crore. It is almost 
certain now that total export earnings from 
engineering goods during 1985-86 are not 
likely to have exceeded Rs 1,100 crore against 
the target of Rs 1,750 crore and actual ex¬ 
port earnings of Rs 1,300 crore in 1984-85. 
A substantial fall in exports of consumer 
durables, capital goods, steel and pig iron 
based items and non-fertous products has 
been responsible for the poor export per¬ 
formance of the engineering industry. 

High targets and dismal performance on 
the export front have became a regular 
feature of this industry since T981-82 when 
exports had reached a record level of 
Rs 1,447 crore. Following this encouraging 
performance, the industry had flxed an 
ambitious target of Rs 9,000 crore for 
1990-91, and the Engineering &port Fto- 
motion Council (EEPC) is said to have em¬ 
barked on a massive expansion plan for its 
world-wide marketing network at consider¬ 
able cost. However, engineering exports 
declined sharply to Rs 1,250 crore in 1982-83 
and further to Rs 1,170 crore in 1983-84. 
There was a modest recovery in 1984-85 at 
Rs 1,300 crore but it was largely due to the 
sharp appreciation of the dollar vis-a-vis the 
rupee, import earnings in 1985-86 are likely 
to have fallen to the lowest level since 
1981-82. 

Not surprisingly, the export target for the 
last year of the Ses^th Plan was drasticalb 
slashed to Rs 5,700 crore. More disappoin- 
thtgly, going by the trend in the Sixth Han, 
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even this dnutically hiwcnd tnget now 
NVnn beyond reach. The eqwrt taiget 
for 198647 has been fixed once again at 
Rs I,7S0 crote, the same as for 1983*86. 

In its teport to tiie government the EEPC 
has chdmed that the fall in exports is 
attributable to stiff competition from China. 
South Korea, Ikiwan and even Mexico. The 
other reasons advanced by the Council are 
the oft-repeated ones, such as protectionism, 
recession in the industrial!^ countries, 
poor infrastructure, etc 

Most of these excuses have become 
routine and are really intended to extract 
more concessions from the government. 
However, if past experience is any guide, 
incentives alone cannot boost exports. Since 
1983 engineering exporters have got from the 
government dmost all the concessions they 
have demanded. Over 90 per cent of the raw 
materials used by the exporters are supplied 
at international prices under the inter¬ 
national price reimbursement scheme 
(IPRS). Market development assistance for 
engineering exports has been enhanced. The 
cash compensatory support (CCS) has also 
been made available for a large number of 
Items. Technology imports have simul¬ 
taneously been liberalised, in addition to 
allowing capacity expansion by MRTP and 
FERA companies with a view specifically to 


LETTER TO EDITOR 


promoting exports. 

Despite these meuures, however, the 
industry’s export earnings hnve continu^ to 
decelerine llie reason is the lack of will on 
the part of the industry to make vigorous 
efforts to promote exports. The Chairman 
of the EEPC has admitted that a large 
number of engineering companies are not 
keen to invest on eipoft production since the 
pull of the domestic market is sufficiently 
strong. The EEPC has identified 30 large 
engineering companies whose exports do not 
account for even one per cent of their total 
annual turnover of around Rs 3,200 crore. 
The EEPC proposes to identify more such 
units in onto to drive home the point that 
unless the bigger units try to export some 
minimum proportion of their output, it 
would be dlfftcult to increase exports 
significantly in the Seventh Plan peri^. it 
would also be necessary for the public 
sector units to show greater initiative on the 
export front. At present, of the lOJXX) odd 
engineering units, only about 3()0 units, 
mostly belonging to small and medium 
categories, account for nearly 80 per cent of 
engineering exports. About 30 per cent of 
the engineering units registered with the 
DGTD who are also members of the EEPC 
do not have any export programme Overall, 
the engineering industry exports less than 
five per cent of its total production. 


proved in the first |tiaoe nor a licence given 
to manufacture thm. In fact, no drug can 
be manufactured in the country without the 
approval of the health authorities. Different 
dnigs are essential for different patients at 
different times. It would be a gross iitjustice 
to deny appropriate medication to thox who 
need it. 

Ihke even vitamin preparatioiu which you 
consider “wholly unnecessary, irratioiul and 
useless'*. Expert medical opinion and 
available scientific data support the position 
that vitamins are necessary, rational and 
useful in certain conditions and diseases. In 
our country, where millions of people suf¬ 
fer from vitamin deficiency and malnutri¬ 
tion, vitamins are useful in preventive and 
curative medicine. The cQnditlons in which 
vitamins are beneftcial are to be determin¬ 
ed by clinical diagnosis. Some patients, who 
get plenty of vitamins throu^ their diet, 
may still need vitamin therapy. For instance, 
sulphas and othn drugs may impair vitamin 
efficiency. Gastro-intestinal disorders may 
prevent absorption of vitamins. Vitamin C 
may be administered before surgery to 
hasten the healing of the wound. Vitamin 
K which helps coagulation of blood may be 
given to women before child birth to prevent 
possible hemorrhage Vitamins are useful as 
part of the treatment of some forms of 
neuritis, skin lesions, red blood cell defects, 
etc. 

Vitamins have a definite role as secondary 
therapy in certain chronic illnesses such as 
TB; it is mandatory to include multivitamin 
therapy in the absence of which clinical im¬ 
provement may be delayed. Multivitamins 
are also necessary when there are increased 
demands such as during pregnancy, lacta¬ 
tion, growing children of low socio¬ 
economic status, hepatitis, cirrhosis, typhoid 
and so on. 

In his book “A Guide to the Vitamins— 
Their Role in Health and Disease” John 
Marks of Cambridge, an international 
authority on the subject, says: 

The present evidence suggests that Viumin 
B complex supplementation should be given 
whenever treatment with broad-spectrum 
antibiotics is likely to continue for more than 
two to three days. This is particularly 
desirable where a low vitamin level is 
suspected at the start of antibiotic therapy, 
as may be the case in the elderly. 

Your comment on the vitamin mark-up 
situation is perhaps based on inadequate 
information. If the average break-even mark¬ 
up is 63 per cent (NCAER, based on 1979/80 
data) how can any one possibly expect the 
industry to produce vitamins with 60 per 
cent mark-up—i c, at a loss of 3 per cent? 
It is just not possible. 

Finally, if your criticisms were directed at 
the prescribing habits of doctors they might 
have made more sense! 

ARVIND NAIR 

OPPl 

Bombay 


What Drugs, at What Prices 


1 HE editorial in your issue of May 10,1986, 
while commenting the OPPI Presidents' 
address, unfortunately goes only half-way in 
trying to understand a complex issue. 

The OPPI President was not revealing an 
industry secret when he said that the Sixth 
Plan target of investment and production 
was not achieved for the first time since the 
beginning of planning. And it was no sur¬ 
prise to the industry or to the government 
either. Public memory may be short but the 
industry had prediaed as early as in 1978 
when the drug policy was announced that 
the letter and spirit of the policy went 
counter to the objective of increasing pro¬ 
duction and investment. The industry was 
then blamed for ‘laying wolf’ but the plan 
performance has vindicated its stand. In a 
situation where the plans ate drawn up, the 
urgets fixed and the policy instrument for 
achieving the targets are ^eloped by the 
government the industry cannot possibly 
take any credit or blame for achieving or not 
achieving the targets. 

He^th care, you will agree, includes 
various things like nutrition, sanitmion, 
clean drinking water and so on and drugs. 
In our country where even the minimum 
health Cadlities are not available, drugs are 
often called upon to ph^ a much more 
important role as one of the most cost- 
eflbctjve inpuu in health care Consequently, 


quality drugs must be made available in 
abundance at reasonable prices—reasonable 
to the consumer as well as the producer. 

One cannot obviously get something for 
nothing. Drugs cost money to produce, and, 
just as you are concerned about the con¬ 
sumer, so also the pro. er must get a fair 
and reasonable return. Jtherwise, nobody 
is going to produce the drugs. Why should 
they? The great weakness of the existing 
drug policy is that many essential drugs are 
given totally unrealistic and uneconomic 
prices. The reason for the decline in produc¬ 
tion of essential drugs is not far to seek: it 
is uneconomic to produce them. Rhetoric 
and exhortations will not change harsh 
economic realities. Practical wisdom lies in 
seeing the writing on the wall and changing 
policies appropnateiy. 

Why shouldn’t the industry be concerned 
with the government's administrative burden? 
Our Prime Minister, no less, has clearly and 
openly suted time and again that there are 
far too many controls. %u would be amazed 
at the glee with which the bureaucracy 
snugly siu on long-pending, fuUy-justifiablA 
price revisions! 

You say that 90 per cent of formulations 
are inessential. What an extraordinary 
statementi All these formulations are 
approved by the Drug Comroller as useftil. 
If they are not useftu they wouldn't be ap¬ 
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STATISTICS 


Varuuon (Per Cant) 


Index Numbers of Wholesale Prices 
(1970-71 = 100) 

All Commodities 

Primary Articles 

Food Articles 

Non-food Articles 

Fuel, Power, Light and Lubricants 
Manufactured Products 

Weights 

1000 

417 

298 

106 

83 

499 

Latest 

Week 

(24-3-86) 

369 8 
343 5 
336 4 
282 9 
613 2 
350 5 

Over 

Last 

Month 

20 

22 

28 

1 3 
03 
22 

Over 

Last 

Year 

43 

4 1 
87 
- 72 
83 

3 2 

Over 

March In In 

29,1986 85-86++ 84-83 

29 37 71 

39 24 48 

50 73 64 

2 1 -10 5 -2 3 

07 89 26 

28 33 60 

Variation (Per Cent) 

In 

83-84 

95 

110 

13 5 

15 1 

76 

87 

Id 

82-83 

26 

36 

62 

1 7 
73 
06 

Cost of Lisrina Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1985 

85 86 

84-83 

83-84 

82 83 

For Industrial Workers I960 = 

= 100 

638' 

08 

89 

89 

65 

64 

12 6 

78 

For Urban Non Manual Employees 1960 = 100 

584' 

09 

8 1 

8 1 

68 

8 1 

10 3 

80 

For Agricultural 1 abourerc July 60 to 

556' 

07 

7 5 

7 5 

48 

02 

11 4 

52 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

in 

In 

In 

In 



(23 5 86) 

Month 

Year 

28, 1986 

85 86+ + 

84-85+ + 

83-84 

82 83 

Money Supply (M^) 

Rs Crore 

1,21 553 

2,149 

17,077 

3,728 

15,192 

16,058 

13,031 

10,115 




(1 8) 

(16 3) 

(3 2) 

(14 9) 

(18 7) 

(17 9) 

(16 1) 

Net Bank Credit to Oovernment Sector 

R$ Crore 

63 869 

3,239 

11,835 

5 394 

9,579 

8,445 

5,737 

4,748 

Bank Credit to C ommercial Sector 

Rs Crore 

81,444 

197 

10,386 

307 

9,743 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3 814 

67 

S12 

516 

299 

1,419 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

86 918 

1,091 

13,679 

2,199 

12,475 

11,519 

8,350 

7,299 




(1 3) 

(18 7) 

(2 6) 

(17 3) 

(19 0) 

(16 4) 

(16 6) 

Foreign Exchange Assets** 

Rs Crore 

7 452 

39 

229 

438 

53 

1,319 

1,233 

911 







(0 8' 

(24 0) 

(28 9) 

(27 2) 

Index Numbers of Industrial 

Weights 

I aiest 

Average of 






Production 


Month 

Months* 


Variation (Prr Cent) 


(1970 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986+ * 

1985++ 

1984 

1983 

1982 

General Index 

100 00 

223 S’ 

225 7 

212 7 

6 1 

66 

72 

4 5 

4 5 

Basic Industries 

32 28 

283 6' 

283 6 

254 1 

11 6 

6 I 

11 S 

5 5 

80 

Capital Goods Industries 

IS 23 

245 5' 

245 5 

220 3 

It 3 

49 

12 0 

43 

-09 

Intermediate Goods Industries 

20 95 

191 5' 

191 5 

188 S 

1 6 

11 0 

1 4 

79 

1 9 

Consumer Cioods Industries 

11 52 

181 8‘ 

183 8 

152 6 

20 4 

26 

20 

04 

5 8 

Durable Goods 

3 41 

256 3' 

236 3 

231 9 

10 5 

19 4 

18 6 

0 1 

36 

Non Durable Goods 

28 11 

173 4' 

173 4 

141 3 

22 7 

-06 

06 

0 5 

65 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Dec 85) 

1985-86+ 

1984 85 + 

1984-85 

1983 84 

1982-83 

1981 82 

1980 81 

Exports 

Rs Crore 

790 

7,656 

8 560 

11.396 

9,872 

8,908 

7.803 

6,711 






(13 4) 

(10 8) 

(14 2) 

(16 3) 

(3 9) 

Imports 

Rs Crore 

1,544 

13,867 

12,330 

16,592 

15,763 

14,356 

13,671 

12,524 






(5 3) 

(9 8) 

(3 0) 

(9 2) 

(40 6) 

Balances of Trade 

Rs Crore 

- 754 

-6,211 

3,770 

-5.196 

-5,891 

-5,448 

-5,868 

-5,813 

Employment Exchange Statistics 

Umt 

Latest 

Cumulative for* 








Month 










(Jan 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

26,538 

26,538 

23,591 

26,270 

23,547 

21,954 

18.646 

16,584 

(as at end of penod) 





(116) 

(7 3) 

(17 7) 

(12 4) 

(8 3) 

Number of Registrations 

Thousand 

520 

520 

580 

3,766 

6,220 

6,635 

5,862 

6,277 






(-7 3) 

(-6 5) 

(13 5) 

(-6 6) 

(2 0) 

Number of Vacancies Notified 

Thousand 

50 

50 

63 

657 

707 

827 

820 

895 






(-7 1) 

(-15 5) 

(09) 

(-8 4) 

(6 6) 

Number of Placements 

Thousand 

30 

30 

39 

373 

407 

486 

474 

305 






(-84) 

(-16 3) 

(2 5) 

(-6 1) 

(5 2) 

Income 

Umt 

1M4 8S*‘ 

IW3-84+ + 

1982 83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,43,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50.736 

47,138 

49,633 

46,917 

Per Capita Income (1970 71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For current year upto latest month for which data are available and for correspondnif period of last year 

** bxcluding gold and SDRs 
■I- Upto latest month for which data are available 
I- + Provisional data 

Notes (I) Supersenpt numeral denotes month to which flRure reiatet, e g, superscript' indicates that tin Ogwe is for January amf so on 
(2) I igurev in brackets denote percentage variation over previous penod 
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CAPITAL VIEW 


The Problem Is Wider Than Punjab 

Romesh Thapar 


THE month of June is fated to become 
tension-ndden for Punjab Soon, despite all 
the claims of Akali faaions, the jathedars 
will have to decide whether they support 
Barnala or Badal Much will hang on this 
decision because it will tell us whether 
the Akaji Dal as a political formation is 
prepared to function within the existing 
parameters of Indian democratic practice or 
IS determined to place itself out of bounds 
The call is out for a military mop up of 
terrorist nests Governor’s rule is again 
mooted Against this background ol un 
certainty and anxiety, the jathedars of the 
Akali Dal will give then verdict Not for the 
first lime has portentous decision-makmg 
come to rest on men with a rather simple 
and narrow vision that hardly moves beyond 
Sikh interests in Punjab 
The Akali factions and their operators are 
awash with money It comes from guru 
dwara collections, past and present, foreign 
donations from members of the community, 
landlord funding made possible by huge 
farm incomes which have resulted trom 
massive agricultural subsidies, and from the 
Iruitful enterprises of a number ot ‘fat cats' 
all ovei India and in neighbouring lands In 
other words, there are layers upon layers of 
motivated communal politicking -some 
thing that the media is leluctant to uncos er 
It would shed a great deal of light on the 
commitments of the Akali factionalists— 
Badal, Tohra, Balwant Singh and Talwandi 
As issues are joined in the course of the 
opportunist attempt to destabtlise the 
Barnala group and Punjab, it Mill become 
necessary to isolate the ‘secessionists’ and 
force them into a corner, priests notwith 
standing The desecration of a gurudwara 
begins with the entry of armed men and the 
use of a place ol worship as a terrorist hide 
out No amount ol prevarication, quibbhng, 
IS going to bury this fact and government’s 
responsibility to prevent religious shrines 
from being misused Either the community 
establishes us own disciplines, as it is for 
e\er promising, or invites disciplining— 
atoncments or no atonements 
The Sikh community in Punjab is being 
crucified by the Akali Dal Communalised 
by the traumas of the state, the community 
fails to distance itself from the terrorists 
seeing them only as impatient, patriotic 
youth It forgets that nearly half the popula 
tlon of the state is Hindu and cannot 
possibly develop any harmonies with the 
present aberrations even if they be based on 
majority insensitivities, and it is oblivious 
of the tremendous stake the Sikh Com- 
mnmty has in continental India. The Akali 
Dal will have lo be disciplined other by its 
own, internal momentutns or by external 
the bluster, conscious and 


unconscious, cannot hide this hard fact 

The contribution of our well meaning, 
inexperienced PM is to offer us a committee 
of dinosaurs, hca led by the aged Jagjivan 
Ram. to guide us on Punjab This body, an 
off shoot of the National Integration Coun 
cil, can do damn all The members are only 
too conscious ot this sorry spectacle, but 
they have a natural propensity to feel im¬ 
portant Had the political leadership given 
this committee specific responsibilities, we 
might have raised a hopeful cheer Let me 
spell out some of the tasks waiting to be 
initiated by a determined committee 

What looks likt an over reaction on 
gurudwaras could be corrected if the Union 
government took upon itself the immediate 
task of laying down inanda(6ry disciplines 
for all places o< worship They should cover 
usage, public accounting of funds collected 
and properly supersised elections through 
a specially created section of the Election 
Commission Common sacred sites, like 
Ayodhya, could also be placed under a 
special dispensation And environments of 
shrines and places of worship could be 
insulated from sanoiis tyjies of provocative 
violation 

1 here is enough brain power available to 
the Union goveininent from all the com 
munitics to evolve i code of behaviour that 
oefits a democratic and civilised society If 
an exercise on this scale were attempted, it 
would become much easier to isolate the 
cra?ics and make them irrelevant The 
way wc are proceeding, we will communa 
lise the entire sub continent and make it 
ungovernable 

Two nations or five nations. India is 
waiting for a sirueturcd, institutionalised 
approach to the do isiveness that is now sur 
facing at widely separate points Never have 
we known so much open dissatisfaction 
among the tribes, castes and communities 
of the sub continent I suppose the commit 
tec of dinosaurs could urge coherent co 
ordinated action to cover all the trouble 
spots I only hope it realises this, and docs 
not lapse into another exercise in futility 
Retired men at the end of their lives have 
nothing to lose in bold assertion, but they 
are always prone to a lazy acceptance ot 
drifting along within the given frameworks 

In this connection there is no denying the 
charge that we have made our democratic 
practice very divisive The business of 
mechanical imitation creates the crisis 
Surely, it is possible to establish an all party 
parliamentary commission to begin an 
investigauon of possible ways to reduce this 
divisiveness of tribe, caste and community 
It may take a great deal of effort and 
debate, but why are we so reluctant to get 
started? 


We speak of electoral reforms at a 
number of levels, but these are half-hearted 
attempts to reduce the conuption of money 
power and lo plug some of the practices 
which encourage divisiveness We need to 
move beyond this Studying the many 
experiments now under way in democratic 
lands we might well evolve elective struc¬ 
tures which serve to cement our federal, 
continental system even as they build a feel¬ 
ing of security among the people 
Such initiatives can only be undertaken 
by political representatives wlio aie not lob 
byists for tribal, casteist and communal vote 
banks They exist in every political forma¬ 
tion, but are silent because ihcv are sought 
to be dismissed as ‘utopian’ oi impractical 
1 hey have to assert themselves if thev value 
the viability of our fedeial jiohty Assertion 
IS necessary across party lines, foi then even 
the existing leaderships might bend fhe 
trouble is that the assertions ol today aie 
of the obscurantist kind, calculated to 
damage effective and just governance 
Punjab IS not the only political cancer 
Symptoms ot the disease aic visible at a 
number of points in the sub continent 
Visibility IS the result ot politic il mobihsa 
non Where mobilisation is weak or neg 
lected, deep angcis keep gathering Witness 
the terribly exploited tubal area Publicised 
si,,iis of * concerned Piime Minister asking 
simplistic questions which lead to hardly any 
tangible lollow up only incieasc the general 
dcspeiation And a ciudc police response 
postpones the final accounting 
Wc will have to decentralise our gover 
nance to make it effective But the reform 
of the structures of governance must be part 
of the decentralisation Karnataka undet 
R K Hegdc is certainly .Ulempling this on 
an ambitious scale It needs studs It 
successful, the demand will use for cmula 
tion \\ e also need to look at the implemcn 
ration ot reforms bv the C P1(M) m the rural 
aieas ol Bengal —C ongress rclornis which 
the Congress never moved lo implement 
The pel sons who need to be isola'cd iiid 
exposed bv intelligent imii.uivcs arc those 
now parading rehgiosilv as a panacea for 
veiy soon the Hindus will find their very 
own gurus to picadi the ultimate in 
pioblcin solving the establishment ol what 
they visualise as a Hindu State \k hat this 
monstrosity will tepiescnt is anvone s guess 

“MAV DAY” CentcMry 01fcr”1 
(Valid upto 31st July 19K6) 


\N( H Nl S()( II TV 


by t:.H: Morgan 

(With an iniroduciton by 
D P Oiattopadhyaya) 
Reprint 1982 Pp xlvi -I- S72 
Rs. 45.00 + 9/ postage 
Original P nee Rs 75 00 ^ 
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APPOINTMENTS 


Institute of Economic Growth 

University Enclave Delhi 7 

Applications are invited for the foliowms posts in the 
Computer Unit of the Institute These are initially for a period 
of one year 

1 Senior Prosrammer in the pay scale of Rs 1100-1600 

2 Console Operator in the pay scale of Rs 550 900 

3 AAachine Supervisor/Punch Supervisor in the pay scale 
of Rs 425 800 

4 Research Assistant Gr I in the pay scale of Rs 550 900 

5 Research and Reference Assistant in the pay scale 
of Rs 550 900 

The scales are likely to be revised on the lines of Delhi 
University pay scales 

Qualifications prescribed for these positions are siven below 

1 Senior Programmer 

1 At least a second class (not less than 50% marks in the 
dsgresatc) Master s degree in AAathematics/Statistics/ 
Operations Research/Economics (with specialisation in 
Econometrics)/Computer Application with at least one 
specialised post graduate training in computer science 

2 (i) At least 5 years experience in Computer program 

ming at a recognised institution 
(II) Knowledge of Fortran and at least one of the other 
high level languages like Cobol Pascal PL I etc 
(ill) Extensive experience of developing programmes for 
computer problems in Demography Economics and 
Sociology 

(iv) Ph 0 in Computer Applications/Systems Program 
ming/numerical analysis/artificial intelligence will be 
preferred 

2 Console Operator. 

Essential: (i) At least second class (not less than 50% marks 
in tie aggregate) Masters degree in AAathematics/AAathe 
matical Statistics/Economics (with Econometncs)/Operations 
Research/Computer Applications with at least one specialised 
training in computer applications (ii) Two years experience 
in systems operation 

Desirable* (i) Familiarity with micro computer (ii) Some 
experience of developing programmes in social sciences 

3 Machine Supervisor/Puneh Supervisor 

Essential (i) Master s degree with at least 50% in the 
aggregate m Maths /Statistics/Opcrations Research/Econo 
mics (with Econometrics)/Computer Applications (ii) Some 
experience/training in operation of electronic data process 
ing machines and transcription of programmes using terminals 
Desirable Some experience in programming problems in 
social sciences 

4 Research Assistant Grade*!* At least a High Second Class 
Master s degree in Statistics with specialisation in Demography 
Candidates with Diploma in Demography with experience in 
Computer Programming and research experience in 
Demography will be preferred 

5 Research and Reference Assistant A Masters or a 
Bachelor s Degree m Social Sciences preferably in Economics 
with B Lib Sc and experience of research and reference work 
preferably dealing with population studies census National 
Sample Surveys etc 

Applications containing full details about age educational 
qualifications and experience etc should reach the Director 
by June 30 1986 The envelope should indicate the name 
of the post applied for 

DIRECTOR 

5 61986 


American Studlct Rcacarch Centre 

Hyderabad SOO 007 

Applications are invited for the positions of 

Acidmilc Mkm (Histcxy/^ociai Sciences) 

Academic Fdlowr (Literature) 

The ASRC is the iargest library and centre in Asia for 
research on all topics idatlns to the UnNed States. R serves 
scholars from India and South Asia writing post-graduate 
theses and mature works of scholarship The Academic 
Fellows, of which there are normally twp are intimately 
Irvotvedm toe academic administration of the Centre They 
guide scholars, choose books for the collection, which 
now numbers 137,(X)0 volumes, edit the Indian Journal 
of American Studies as well as symposia and commis¬ 
sioned works, participate in courses both in Hyderabad 
and around India, and represent the Centre at seminars 
and conferences 

QualMcatiom The candidates for these positions must 
be totally fluent in English and possess a Ph D either in 
some area of American Studies, or in a discipline requinng 
competence in Amencan scholarship For the position of 
Academic Fellow in History/Social Sciences applicants 
socializing in history, political science, economics, public 
administration, sociofogy, psychology, anthropology or 
law are encouraged All applicants must be thoroughly 
femiliar with Amenca and American work in their fields 
A minimum of 8 years teaching and research experience 
IS essential However, applicants with 5 years teaching and 
research experience may also apply and be considered 
m the event of non-availabtlrty of a suitable candidate for 
the senior level 

The contract will be for three years which may be 
extended to five years 

Pay scales are 

Senior Rs 150(>60-1800-1(X)-2000-125/2 2500 

Junior Rs 1200-50-1300-60-1900 

Allowances admissible in the scales follow those of 
Central Universities 

Candidates called for interview will be paid first-class 
round-tnp tram fare and given local accommodation 

AppiKations on plain paper giving full particulars, 
through proper channels, and listing up to three referees 
should be sent before 15 July 1986 to 

The Director 

AmcrIcMi Stupes Restardi Centre 

Hyderabad 500 007 
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CIVIL LIBERTIES 


Aspects of the Right to Life 

A G Nnorani 


A SPEECH delivered in Bombay on 
February 22 this year by the Chief Justice 
of India, Justice P N Bhagwatt, merits 
attention He said that the Supreme Court 
will have to explore in the future, the 
atizen’s claim on the state for acuvely secur¬ 
ing and providing human tights and the 
baste necessities of life {Indian Express, 
February 23) He noted that currently all 
jurists are in agreement on deriving a 
guarantee for the minimum of existence, 
directly from the human right to lile In the 
pavement dwellers’ case, the Supreme Court 
too has reiterated that the right to livelihood 
IS inherent in the right to life However, it 
still remains a ‘defensive right’ against 
encroachment on the basic necessities of life, 
and the “road from such a negative right to 
a claim on the state is yet uncertain’’ But 
in future it will have to be explored by the 
Supreme Court, he added 

In other words, the right to life, including 
the right to livelihood, operates not only as 
a shield against attack on the right but as 
a sword against a state which is remiss in 
oisunng the right It is in law a cause of 
action not a mere defence 

Article 41 is one of the directive pnnaples 
of state policy and therefore “shall not be 
enforceable by any court’’, as Article 37 
declares in respect of all such principles 
Article 41 says, "The State shall, within the 
limits of Its economic capacity and develop¬ 
ment, make effective provision for securing 
the right to work, to education ’’ 

In the pavement dwellers’ case the 
Supreme Court resolved the conflict between 
earlier ruhngs and held decisively that “the 
nght to life mcludes the nght to livelihood’’ 
It pointed out that “no person can live 
without the means of living, that is the 
means of livelihood Deprive a person 
of his nght to hvelihood and you shall have 
depnved him of his life” 

The Court ruled also that the directive 
pnnaples “must be regarded as equally 
fundamental in the understanding and inter- 
pretauon of the meaning and content of 
fundamental rights”. It referred not only to 
Article 41 on the right to work, but also to 
Article 39(a) imposing on the sute the duty 
to “direct its policy towards ensuring that 
the atizens, men and women equally, have 
the right to an adequate means to liveli¬ 
hood”. 

The following observations 1^ the Court 
aie pertinent: “If there is an obhgadon upon 
the state to secure to the cituens an adequate 
means of iivdihood and the right to work, 
It would be sheer pedantry u> occlude the 
right to livelihood from die content of the 
right to hfeP*. The Court, however, added: 


“The state may not by affii mative action, 
be compellable to provide adequate means 
of livelihood or work to the citi/ens Bui 
any person who is deprived of his right to 
livelihood, except according to just and fair 
procedure established by law, can challenge 
the deprivation as offending the —*- 
conferred by Article 21” 

What Chief Justice Bhagwati would like 
to do IS to take the law a step further He 
would like to make the right to livelihood 
“a claim on the stiie’ There are two hurdles 
to be overcome obviously One is Article 37 
which makes the directive principles judi 
aallv unenfoiceable The other is that in the 
nature ot things the right involves matters 
of economic policy as the directive principles 
themselves recognise 

The answer lies in spelling out the right 
from the right to life and by a wider 
approach whereby the state is compelled to 
respect the fundamental rights It is not 
enough tor individual wrongs to be set right 
A certain policy which entails denial of 
fundamental tights must be struck down 

The law on this subject is growing not 
only in India but also abroad The SIM 
Netherlands Institute of Human Rights and 
Martinus Nijhoff a reputed firm of pub 
lishers, have published a book entitled “The 
Right to Food” It IS a colleaion of articles 


edited bv Philip Alston and Katerina 
Tomasenski The work seeks to bring “a 
human rights perspective to issues of 
agiicultiiral production, land tenure foou 
aid and rural development” It establishes 
“the nght to food as a fundamental right” 

An escellcnt essay on ‘ I he Right to Basic 
Necessities of life descives particular 
attention It is wiiiien by Dieter Conrad of 
the South Asian Insiituieof the Heidclbeig 
Univeisity He is the one man to whom we 
owe the doctrine of an unamendable “basic 
structure” of the Constitution His lectures 
on the subject in Madras weic lead out m 
the Supreme Couit bv M K Nambiai in the 
(■olak Nath cast In 1973 the C ouii ovei 
ruled Ciolak Nath s case but adopted the 
doctrine of the basic structuie ( onrad’s 
article on the nght to basic necessities of life 
is published in the Delhi /aiw Renew 10 and 
11 (1981 and 1982) 1 he 38 j .,^c essay con 
tains a wealth of material In the evolution 
ot a new appioach as hinted by C hief lustice 
Bhagwati, this article will be most useful 

Conrad refers to "a defensive right against 
state encroachment on the basis of the basic 
prerequisitics of life ‘ and opines that “the 
road from such a negative right to a claim 
on the Slate for actively sccuiing and even 
providing basic necessities is less dubious 
and insecure as academic legal discussion 
sometimes makes us believe It follows the 
concept of protection the individual has 
a right to the state’s performing its primary 
duty ot protection, e g, through preventive 


or niinitivo t..4W <»nrni<pm^ni* 
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INTKODUaiON TO UNEAR MODELS 
INTROOUaiON TO MULTIVARIATE ANALVSIS 

With clear and detailed explanations, the first volume lays the groundwork for a thorough 
knowledge of linear statistical models Dunteman demystifies the concepts of linear 
nxxielling, bringing welcome guidance to students and researchers The second volume 
continues the theme by extending the models to the case of multiple depiendent variables 

Ibgether, the two texts buffd a basic understanding of statistical model building and statistical 
analysis, providing a strong foundation for advanced studies 
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ECONOMIC AND roLlTICAL ' 


ZUARI 

AGRO 

CHEMICALS 
LIMITED_ 


JDIKISnRO 


STATEMENT OF THE CHAIRMAN 
SHRI K.K. BIRLA 

AT THE EIGHTEENTH ANNUAL GENERAL MEETING 
HELD ON JUNE 5, 1986 



Shri K.K. Birta 


Ladies and Gentlemen: 

I have great pleasure in welcoming you 
to the- Eighteenth Annual General 
Meeting of the Company. You have 
already received the Annual Report with 
the audited accounts and the Directors’ 
Report for the year ending December 
31, 1985.1 seek your permission to 
take them as read. 

I think it would he appropriate to briefly 
review the performance of the country’s 
economy as a whole before 1 come to 
the affairs of your Company. 

The country’s economy has achieved a 
durable agricultural and industrial base, 
with sizeable infrastructural facilitie.s. 

It is a proud achievement that our 
economy ha.s. over the years since 
independence, attained remarkable 
maturity and potential for growth. 

Both the agricultural and industrial 
sectors have put in a good performance 
during the last year. The first year of 


the Seventh FK>e Year Plan has started 
on an optimistic note. Wth good buffer 
.slocks of foridgrains and adequate 
production and supply of manufactured 
gnod.s. the economy is geared for 
sustained growth during the Seventh 
Plan period. However, the increasing the 
trade deficit is a matter for concern 
with rising imports and the .slow growth 
in export.s. 

In spite of another capricious monsoon, 
we have had good harvests for the third 
successive year. The production of 
foodgrains during 1985-86 is estimated 
at alxiut 151 million tonnes, which 
underlines the resilence that Indian 
agriculture has attained. According to 
reports, the buffer stocks of foodgrains 
stand at around 35 million tonnes. 

Food imports are a thing of the past 
and we may emerge, within a few years, 
as exporters of foodgrains. There are. 
of course, areas where further effort is 
needed. There has been insufficient 
improvement in the production of 
oilseeds and pulses, and the production 
of sugarcane also has not been in step 
with the growing demand for sugar. 
During the current plan period, 
corrective measure.s. I understand, are 
being taken to overcome these 
weaknesses in the agricultural sector. 

In the industrial sector the performance 
of the migor industries was better 
compared to the previous year. 
Production was stepped up in steel, 
aluminium, fertilisers, cement 
automobile and dectronics and other 
industries. The power sttuation onproved 


- substantially. The buoyancy of the 
economy was reflected in the <apitai 
market which witnessed an unprecedented 
mobilisation of resources. 

'These favourable changes in the 
economic dimate have been caused 
mainly by the pragmatic polides 
initiated by the Prime Minister, 

Shri Raiiv Gandhi, and the dynamism 
and die enthusiasm with which the 
industrial and business community o' 
the country have responded to these 
polides. 

Coming to the fertiliser industry, 

I would say that although we have done 
wdl we cannot be complacent. 

The output of nitrogenous fertilisers 
IS estimated at 4.3 million tonnes in 
1985-86, an increase of 8.8% over the 
previous year and of phosphatic 
fertilisers 1.4 million tonnes, an increase 
of 4.4 %. Capacity utilisation in the 
fertiliser industry touched an all-time 
high - 75 % for nitrogenous and 90 % 
for phosphatic fertilisers. Nevertheles.s. 
the fact nmiains that the country has 
been importing substantial quantities of 
fertilLsers in the last few years. In 1984-85 
imports aggregated 3.6 million tonnes 
of nutrients at a cost exceeding Rs. 1400 
crores in foreign exchange. Obviously, 
one of the significant challenges before 
the industry is to step up production 
and complete new projects in time to 
minimise imports and stem the heavy 
drain on the country’s foreign exchange 
resources. 

The import of fertilisers docs have a 
bright side as it reflects the $u.stained 
increase in consumption. According to 
the consumption projections of the 
Seventh Plan period, the annual growth 
rate is expected to be 11 %. At the end of 
the Ran, the consumption would reach 
14 million tonnes of nutrients compared 
to the current level of around nine 
million tonnes. 

I have no doubt that our fertiliser 
industry, the fourth largest in the world. 
wiU courageously meet the challenges diat 
lie ah«ul both in boo.sting production 
and in increasing consumption, 
particularly in the dryland areas and for 
crops like oilseeds and pulses. 

Coming to the operations of your 
Company, 1 am happy to state dtat in 
the year under review the overall 













perfomonce of tfie 
to be $atts&ctor)b.11ie fimnoat 
results of the Company duiihf 
showed the 0ms proft biaeai^ to 
R& 22.08 crores compared to Rs. 2Uft 
crom to the picwioiis year, the profit 
beCore taxation was Rs. 172t aores as 
afiatost Rs. 14^ crores in 1984. 

Siniiaify, ttie net profit was higher at 
Rs. 11.14 crores compared to Rs. 1048 
crores in the previous year. 

The plant peiibrmance, as you must 
have seen to the Director’s Report was 
flie best ever achieved by the Coinpany. 
The capacity uflisation of the Ammonia 
plant was per cent as against 
90 per cent in the proceeding year. 

The NPK plant also registered a higher 
capacity utilisation at-116 per cent 
oonmared to 106 per cent in the 
previous year. The Ihea plant however, 
operated at 864 per cent mainly 
because of the diversion of ammonia to 
the DAP plant You wiO be happy to 
know tiuit our DAP plant which was 
commissioned last year, is operating 
extremely well. It was aeditable tiiat the 
plant achieved a capadty utilisation of 
103.8 per cent duripg the very first year 
of operation. During the year we 
manufoctured 210.752 tonnes (rf 
Ammonia, 293,783 tonnes of Urea, 
174,182 tonnes of NPK and 155,657 
tonnes of DAP. These figures bear 
testimony to the hard and dedicated 
work put in by our people. 

As meigioned in the Directors' Report 
our sales scaled a new peak at 5M,245 
tonnes compared to last year's sales of 
528,245 tonnes. However, we were 
saddled with larger inventories. 

This was the result of the goieral 0ut 
in fertifiser availabflity experienced 
throughout ^ counitiy diK to large 
scale importo higher indigenous 
production and ^ drou^it which 
affected demand. It b ho^ that the 
situatkm wmdd staMise witit the 
cutting down of imports by Goverronent 
and expectations of a good monsoon. 

New Prefects 

Last year I had referred to a number of 
new pfoiects that are cm the anvH 
These prefects are at various stages of 
development Aravali Fertitbers Limited, 
a company promoted by your Compatty. 
was tooorpcMnted ttorirg the year under 


■iftoi e w . TUs compaity wOl be 
yespopaMe for settit^ up the gas.based 
feirtiber complex at Sawai Madhopur in 
Ibifaathan. A great deal of spade work 
has already b^ done, and I am 
confident that the project will soon gain 
momentum. 

As regards our Cement pro^ at 
Mandalgarh in Rajasthaa the 
CovCTnment has iuued the Letter of 
Intent in our fevour. Thb plant will 
have an anntol capacity (tf one mOlion 
tonnes. Frdiminary wo^ including 
prospecting has alrea^ been initiated. 
Other areas for diver«fication indude a 
proposed to acquire a Pho^hork acid 
carrier which Ls awaiting Government 
approval. Also, in the fidd of high 
technology, we are pursuing our 
proposal to set up fadlities for the 
mamrfacture of Electronic Transmission 
Equipment in technical collaboration 
with leaders in thb fidd. 

Let me now refer to the Company's 
successful efforts in environmontal 
conservation. Here, we have set the 
highest standards of performance. 

As one of the most effidentiy run 
fertilisa' plants in the country, our plant 
has one of the most effective facilities 
for poOution control. I would like to 
assure you that we will continue to 
maiikain a sincere concern for 
preserving and improving the 
environment 

We have continued to maintain an 
excdlent safety record in our operations, 
thanks to the coH)peration of the 
employees and the stringent safety 
standards followed by the Company. 
During the last year we won two first 
prizes awarded by the Goa Government 
as wdi as an international award by the 
National Safety Couneg. U.SA 

i woidd also like to touch briefly on our 
pidosophy of bdng a socially 
re$p<msible organbatioh wNch is 
concerned about the well-bdng of the 
people in the nd^tbourhood and 
mindftil of the larger natymal goab. 

We have taken up a number of 
programmes to meet our soda! 
respensibgities. Hieae prognunmes 
include scholarsMpe to deserving 
students, aid to educational and cutonal 
oiganbations, toners’ visits to 
agricultura] Universities and training of 
toners to modem metoods of 


agriculture. La^ year, we introduced an 
Award for the most outsiandng fermer- 
"The Krbhi Samrat*. The first 
outstanding toner to be horwured imder 
the sdwme was SIvi N.M. Chamankar 
of Sindhudurg district in Maharashtra, 
who b renowned for hb pioneering 
efforts and contribution to mango 
cuitivatioa 

As in the last year, I would like to 
touch on the presei^t pricing system for 
the fertilber industry. Whibt the 
industry b awaiting the announcement 
of the revised fair retention price, 

I would like to reiterate the need for the 
pridng pdides to ensure tiut the 
industry receives a feir and equitable 
return on investment provided it works 
effidentiy. It b hoped therefore Uiat 
COI’s pridng policies wgl keep as their 
goal the need to encourage 
modernisation and growth along witit 
high productivity so that the ambitious 
targets set for the industry tty the 
Government In the Seventh Five Year 
Plan will be attainable 

Our indu.strial rdations during the year 
continued to be cordial, i take this 
opportunity to express our appreciation 
for the valued contribution of our 
employees at all levels. I am gratdul for 
their whole-hearted co-operation and 
unstinted support I have no doubt that 
they will continue to work with the 
same dedication and spirit of fellaw^ip. 

I would a].so like to express our 
latitude to the Government of India 
and the Government of Goa. Daman 
and Diu. for their guidance and support*^ 
i would like to coi^ude with an 
expression of thanks to our technicai 
collaborators. United ^tes Steel 
Corporation, for their continued 
co-operation which has been a source 
of strength to us. 

Thank you. 


Note; This does not purport to fie a 
report of the proceedingfof the 
Annual General Meeting. 




Cross-Conditionality Fears: Real or Imaginary? 

ISG 


iCROSS-CONDITIONALITY has come to 
the fbm in recent months with the emergence 
of increasing concensus that the payments 
4ifricutties of the developing countries in 
general and in particular of those who are 
. burdened with heavy external debts, are not 
amenable to the short-term adjustment 
.measures that the Fund tends to prescribe 
^ for the borrowing countries. This has led to 
an increasing demand on the one hand for 
> the Fund to show greater Hexibility in the 
application of its conditionality and, on the 
other hand, for the World Bank and regional 
development institutions to extend on a 
larger scale than before of longer-term 
’payments support to the developing coun¬ 
tries in difficulty. Indeed, that ts precisely 
'What the US lYeasury Secretary, James 
Baker, called for in what he termed “a 
programme for sustained growth", before 
the Seoul meeting of the Fund/Bank, to 
strengthen international debt strategy. 

On the face of it, the US call for an 
enhanced role for the World Bank and 
regional development banks in payments 
financing only supported the G-24, or the 
developing countries’ arguments for the 
creation of ‘new mechamsms* by the Fund 
'■ *iD collaboration with the World Bank and 
' regional development institutions, to provide 
'#or longer-term assistance for onlerly adjust- 
'.i^isent’’. The difference, however, is in the 
' approach of the developed and developing 
countries. Baker laid it down as a pre¬ 
condition to eligibility for support under his 
‘lO-callcd “programme for sustained growth” 
-that debtor countries would first agree “to 
,niake the hard policy decisions to restruc¬ 
ture their economies" and to adopt "com¬ 
prehensive macro-economic and structural 

S olicies, supported by the international 
nancial institutions, to promote growth and 
"balance of payments adjustment and to 
reduce inflation". On the other hand, G-24 
took the view that “there should not be 
Undue emphasis on so-called policy based 
' lending or on linking the quantum of World 
'Bank assistance to increasing conditionality”. 
More specifically, in the context of increased 
'Fund-Bank co-ordination G-24 was con¬ 
cerned that It “should not lead to cross- 
,conditionality but should help further their 

C sal objective of provioing resources to 
loping countries”. (These quotes are 
^ftom G-24 Working Croup on the Function- 
^4(1 and Improvement of the Intcrnationl 
j^neiary System. The Group was headed 
’% India's Arjun Sengupta.) 

r'That there was concern among the 
.developing countries with regard to the 
,likelihood of increasing resort to crosf- 
' l^nditlonklity is now recognised by the 
^Buernational community. The press com¬ 



muniques of the Interim and Development 
Committees after their Seoul meetings bear 
testimony to this recognition. It is not 
certain, however, that Uie genuineness of the 
developing country’s concern is fully 
appreciated. 

That developing country fears on this 
score are not altogether hypothetical is borne 
out by their experience so far however 
limited it may haw been. Although the bulk 
of World Bank assistance to the developing 
countries has taken the form of project 
finance, a small part of the assistance (3 to 
4 per cent) has been in the form of what was 
until 1979 generally referred to as pro¬ 
gramme finance and in more recent years as 
structural adjustment loans. (This assistance 
was extended for balance of payments sup¬ 
port.) The Bank assistance for structui^ 
adjustment is conditional upon willingness 
of the borrowing country to adopt appro¬ 
priate policies to cope svith its adverse 
environment and the Bank has typically co¬ 
ordinated with the Fund in arriving at or 
working out an agreed package of adjust¬ 
ment measures with the concerned country. 
One study of structural adjustment loans 
the Bank has concluded that Bank condi¬ 
tionality was complementary to Fund con¬ 
ditionality not only in regard to policy 
prescriptions such as reliance on price in¬ 
centives. redirection of resources towards the 
private sector and emphasis on trade liber¬ 
alisation but also in its insistence upon 
Fund-type demand management require¬ 
ments. However, since in almost ail cases 
studied the concerned countries were 
negotiating for Fund assistance also, it is 
difHcult to say whether on their own the 


Bank-sponsored adjustment programmes 
would have placed that much emi^tasis on 
Fimd-type requiiemenu or thqr would have 
espous^ more explicitly stated growth- 
oriented policies. The fact remains however 
that in one or two cases where Information 
has managed to break through the veil of 
secrecy that shrouds country negotiations 
with the Fund and Bank, applications for 
structural adjustment loans from the Bank 
have collapsed on the bedrock of the coun¬ 
try’s failure to reach agreement with the 
Fund. So whether or not, there is any formed 
understanding on the resort to cross-con¬ 
ditionality, it would appear that in actual 
practice the Bank's structural adjustment 
loans have been possible for countries to 
secure only when they have agreed to Fund- 
conditionality. 

Even in operations covering various 
facilities within the Fund the growing feel¬ 
ing is that not only are the facilities which 
offer low conditionality finance tightening 
their screws but also tlKy are being subjected 
to cross-conditionality. This is particularly 
the impression with regard to Compensatory 
Financing Facility. 

In the circumstances, the fears of develop¬ 
ing countries that the increasing co-ordi¬ 
nation of the Fund and Bank may well lead 
to increased resort to cross-conditionality 
cannot be regarded as imaginary. This is 
particularly so when the initiative for 
increasimi Fund/Bank co-ordination is 
couched in terms of the so-called Baker 
initiative which explicitly demands stringent 
policy conditionality. In fact, if effective 
safeguards are introduced against resort to 
cross-conditionality the danger is that even 
within the Bank’s traditional sphere of 
project finance the borrowing countries may 
have to contend against cross-conditionality. 


APPOINTMENTS 


Centre for Studies in Decentraiised industries 

Bombay 

Wanted a Deputy Director with minimum qualification of a Master’s Degree 
in Economics, Statistics or any other Social Sciences preferabiy with Ph.0L 
and with a minimum of 5 years’ experience of research work with publica¬ 
tions. Pay scale Rs. 1700-6D-2000-75-2750 (Consolidated). Apply Director, 
Centre for Studies in Decentralised Industries, NKM International House, 
178 Backbay Reclamation, Bombay SO, within one month from the date of 
advertisement. 




COMPANIES 


Dreaming Steel Again 

Hanttvlvek 


HINDUSTAN ALUMINIUM CORPORA¬ 
TION (HINDAUX)) is diversify its Mti- 
vitiet into steel. It proposes to set an inte¬ 
grated sted plant for the manuftctuie of hot 
rolled strips. The project, estimated to cost 
Rs $90 crore, is intended to be esublished 
in Raipur district of MP. Besides, the com¬ 
pany has undertaken a modernisation pro¬ 
gramme with a view to reducing the overall 
energy cost (including petroleum products) 
and to furthw lowering the cost of produc¬ 
tion of metal. For this purpose, an agree¬ 
ment has been entered into with Kaiser 
Aluminium and Chemical Corporation and 
Kaiser Aluminium and Tbchnical Services, 
USA. The entire project, estimated to cost 
Rs 45 crotc; will take a little over three years. 
Meanwhila construction work lelatilig to the 
expansion of the alumina (dant is in progress 
and is the plant expected to be commissioned 
soon. The company’s licensed capacity has 
been increased from 1.2 lakh tonnes to 
1.S lakh tonnes per annum and that of fabri¬ 
cated items from 37,000 tonnes to 35,700 
tonnes. The company is seeking further 


etpansion of fabrication facilities equivalent 
to 50 per cent of the primary metal produc- 
tloit. The donand pattern of aluminium is 
fast changing. Hitherto^ bulk consumption 
of aluminiUth was in the electrical sector. A 
huge potential for the uid df aluminium 
exists in the shape of semi-fabricated items 
in the field of transportation, construction, 
agriculture and defence. The existing fabrica¬ 
tion fadlitlit of the company need moder¬ 
nisation to enable manufacture of alu¬ 
minium extrusions in held aliihd and larger 
dimensions. New extruded profiles will hive 
to be developed for truck bodykits, alu¬ 
minium doors and windows, qiecial defence 
applications and for agricultural needs. 
Similarly, rolling facilities need modemisa- 
tioii to cater to the demand for diversified 
end Uses. The company has initiated action 
in this regard. It has also WUed to the 
government for import-of the flnh generator 
for Renusagar Pmer Company, its sidt- 
sidiary, which is its captive source of power. 

HINDALCO was able to produce 1,23,646 
tonnes of aluminium metal during 1985 as 


The Week's Companies (Rs Lakh) 

Hindalco Camphor _ Bo r osil Class 

I dicst Year Last Ysar Latest Yhar Last Year Latest Yhar Last Year 



31 12 83 

3M2 84 

3112 85 

31 12 84 

31 12-85 

31-12-84 

Paid-up Capital 

1839 

1839 

251 

210 

224 

224 

Reserves 

18113 

9024 

423 

402 

465 

350 

Borrowings 

3566 

2838 

676 

710 

480 

137 

of which Term borrowings 

2434 

2079 

223 

228 

120 

— 

Gross fixed assets 

33307 

23421 

1172 

1090 

791 

365 

Net fixed assets 

20590 

10247 

699 

686 

587 

236 

Investments 

1355 

1760 

35 

35 

13 

13 

Current liabilitits 

8163 

8409 

328 

423 

252 

379 

Current assets 

9737 

10103 

943 

1024 

822 

842 

Stocks 

5410 

3650 

514 

490 

391 

427 

Book debts 

859 

1044 

148 

129 

281 

282 

Net sales 

23232 

22030 

1375 

1172 

1307 

1261 

Other income 

599 

249 

50 

53 

25 

26 

Raw material costs 

11209 

9927 

782 

606 

109 

131 

Wages 

1622 

1426 

150 

139 

399 

336 

Interest 

409 

235 

109 

97 

39 

21 

Cross profit (-i-)/los$ (-) 

1686 

1638 

100 

167 

233 

348 

Depredation provision 

774 

433 

69 

62 

73 

15 

Thx provision 

220 

460 

2 

47 

4 

203 

Net profit (+)/loss (-) 

692 

745 

29 

58 

156 

130 

Investment allowance reserve 

255 

92 

22 

13 

68 

2 

IVansfer to reserves 

Dividend 

161 

400 

— 

11 

48 

88 

Amount P 

73 

72 



— 

— 

E 

201 

181 

24 

34 

40 

40 

Rate (per cent) P 

15 

15 

— 

— 

— 

— 

E 

15 

13.50 

10 

16 

18 

18 

Cover (times) 

Ratios (per cent) 

3.07 

.1.72 

1.21 

1.70 

3.90 

3.25 

Gross profit/sales 

7.26 

7.43 

7.27 

14.25- 

17.82 

27.60 

Net proflt/capiud employed 

13.07 

14.18 

4.30 

9.47 

22.64 

22.65 

inventofies/sales 

23.28 

16.57 

37.38 

42.66 

29.91 

33.86 

IMves/iaks 

6.98 

6.47 

21.91 

11.86 

3a52 

26.64 


against 1,21,698 tonnes produced during the 
previous year, despite various constraints. 
Sales amounted to Rs 232.32 crore against 
Rs 220.30 crore aad gross profit Rs 16.86 
crore against Rs 16.38 crore, reflecting a 
small contraction of margins. Net profit, 
however, turned out to be lower at Rs 6.92 
crore compared to previous year’s Rs 7.45 
crore. Equity dividend is maintained at 15 
per cent and is covered 3.07 times by earn- 

& IS against 3.72 times previously. The 
ors have also recommended issue of 
bonus shares on a one-for-two basis by 
capitalising Rs 6 69 crore from the gener^ 
reserve For the purpose of financing a 
portion of the cost of modernisation 
scheme, the company has raised Rs 40 crore 
the issue of 15 per cent non-convertibie 
secured redeemable debentures of Rs lOp 
each at par by way of ‘rights’ to the resident 
preference and equity shareholders and 
debenture holders. The directors observe that 
the increase of Rs 371 per tonne in the price 
of aluminium allowed to the company on 
December 20 last was nowhere near the 
actual increase in the cost of production. 
This was offset by increase in the price of 
coal and a steep rise in power tariff by 
Uf^ER The cost of production on account 
of these two items tdone has increased by 
as much as Rs 900 per tonne. Government 
is being requested to urgently compensate 
for this increase. 

CAMPHOR AND ALLIED PRODUCTS 
has suffered a sharp setback in its working 
during 1985. The directors have slashed divi¬ 
dend from 16 per cent to 10 per cent which 
too is thinly covered just 1.21 times by earn¬ 
ings. With the introduction of Fenvaleraie 
and its formulations, the company was able 
to increase turnover from the previous year’s 
Rs 11.72 crore to Rs 13.75 crore, but gross 
profit declined from Rs 1.67 crore to Rs one 
crore Although tax liabdity is only Rs 2 lakh 
against Rs 47 lakh in the previous year, net 
profit it halved to Rs 29 lakh (Rs 58 lakh) 
Sales of polyterpene resins and solvents 
fell due to competition from cheap petro¬ 
leum based resins and solvents. Further, with 
substamial increase in production of natuiid 
menthol, menthol price fell considerably 
during the latter part of the year The com¬ 
pany was obliged to absorb the impact of 
reduced prices of menthol and other related 
products as also the sizeable increase in the 
cost of the key taw material, turpentine, and 
the impact of a 2'/4-month-long strike 

BOROSIL GLASS WORKS proposes to 
diversify into the manufacture of glass lined 
equipment in collaboration with a reputed 
party with whom a finid agreement wilt be 
signed shortly. A plot of land has been 
acquired at TUoja in Maharashtra.^ The 
project is expected to be commissioned 
around the second quarter of 1987 Other 
diversification projects are being reviewed. 
Meanwhilci a wider range of increased quan¬ 
tities of domestic ovenware is expected to be 
available in 1986. 
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the country and that in ftituie Indian con¬ 
sultancy Ofsanisations alone should be the 
prime contractors in the developmoit of 
these and ndated industries. Thu recommen¬ 
dation was endorsed by the government. 
Only in the case of petmchanicals, some 
gaps were acknowledged and it was presum¬ 
ably to fill up these gaps that Engineers 
India was set up. But under the stewardship 
Of Pathak, Engineers India was used for 
entirely different purposes. 

There bad been right from the beginning 
a clash of opinions and interests on develop¬ 
ment of R and D and consultancy, design 
and engineering services in the country. The 
line of demarcation in this context became 
more marked after Engineers India was set 
up with Pathak as its head. A school of 
thought which took its stand on the principle 
and philosoplq' of technological self-reliance 
had opted in favour of intensive R and D 
work, innovation and experimentation for 
the development of indigenous technology 
as well as for the absorption and adaptation 
of imported technology. This school insisted 
that acquisition of foreign technology was 
pointless if there had to be repetitive and 
multiple import of any technology. It was 
necessary instead that any foreign techno¬ 
logy which might be acquired should be 
rapidly adapted and changed to suit Indian 
conditioru. There has, however, been a rival 
school which has always placed its reliance 
essentially on import of technology on a 
continuing and repetitive basis in the name 
of taking advantage of and keeping pace 
with rapid technological advances abroad 
and avoiding the cost and effort involved in 
what is alleged to be ‘re-inventing the wheat’. 
The implications of these rival approaches 
are not difficult to discern, particularly in 
respect to the growth of consultancy, design 
and engineering services. When the striving 
for technological self-reliance was looked 
upon with benevolent interest by the political 
leadership till the early seventies, scientific 
research and design, engineering and con¬ 
sultancy services made considerable head¬ 
way in public sector inoustrial enterprise. 
Private industry was even then the haven of 
the protagonists of free and repetitive import 


techifOlQgyi 'hi th« name of b^Kllng the 
diiplicatioH of costly R and 0 effort abroad, 
on the other hand, prefer to play a* con¬ 
sultants the role of sales agents and brolm 
for suppliers of technology from forngn 
countries. They are content with collecting 
their commission and call it consultancy fee 
for the acquisition of supposedly the latest 
and most sophisticated technology without 
a care for its appropriateness for India at 
the present stage or level of its socio¬ 
economic and technological devdtvment or 
for absorbing and ads^ting the technology 
that is acquired. This also does away with 
the need for specialisation and they can strut 
about as freewheeling consultants ready 
to serve all clients, Indian and foreign. 
Engineers India, under M S Pathak, was 
attempted to be dev^ped, under the title 
of a consultancy organisation, as a sales 
agency and brokerage house for foreign 
technology. It became the instrument for 
introducing the culture of repetitive import 
of technology into public sector Industrial 
enterprises. Pathak’s latest proposal of an 
NRI company in the US for public sector 
undertakings in India Is a massive extension 
of what he attempted to do earlier on a 
relatively limited scale. 

From what is known of the proposed NRI 
consultancy firm, it cannot lay claim to any 
specialisation in any branch of technology, 
except its ‘expertise in arranging supplies of 
technology and associated equipment and 
hiring specialists from abroad and collect 
sales commission or brokage for these 
services. The proposed firm is only arrang¬ 
ing to set up a glittering shop window at a 
brokerage house for supply of technological 
and management services to Indian public 
undertakings which will be called upon to 
offo' an assured market on preferential terms 
to the NRI firm. With such a firm in posi¬ 
tion, indigenous R and O and consultancy 
services will be strangulated and the field 
will be opened wide for import of costly, 
often inappropriate technologies and con¬ 
sultancy services for dumping on the public 
sector undertakings in India. This will add 
a new dimension to foreign credit-financed 


turnkty coattructioti n^ithbiitriai pioiec,. 
both ia the public gud pclwe tec^^^k 
all the adverse Impllcatfon for techno 
economic advance and financial seif 
reliance 


Indian scientists, technocrats and mana- 
gers in the iniblic sector are reported to be 
aghast at the proposal put forward so boldly 
and brazenly by the NRI group headed by 
M S Pathak. But th^ are also nervous and 
ftiU of forebodings because of the support 
that Psthak’s group is receiving in Nbw Odhi 
from the bureaucratic hierarchy aided and 
abetted by politicians with a business back¬ 
ground and coimections with multinational 
corporations who are now holding influen¬ 
tial ministerial berths in the government and 
are close aides of the Prime Minister. Some 
of the backers of the proposal are reported 
to have already reserved for themselves post- 
retirement jobs on fat salaries in the propos¬ 
ed consultancy firm. There is never any 
dearth of persons in high places in this 
country who are adept at grabbing gainful 
career opportunities while they pretend to 
be engaged in public service 


But even a cursory examination of I^thak’s 
proposal and consultancy arrangements will 
show that all striving towards self-reliance 
for indigenous R and D and design and 
engineering services will be choked. The very 
idea that a consultancy firm such as Pathak 
proposes to set up in the US for public sec¬ 
tor industrial enterprises can at all provide 
useful management and technological ser¬ 
vices to steel plants, power projects and* 
heavy engineering with their diverse needs 
is preposterous. What is obviously being 
aimed at is the destruction of whatever 
technology, design and engineering capabi¬ 
lity public sector undertakings have acquired 
or developed and to lay down a conduit pipe 
for the induction of foreign consultants, 
design and engineering services and asso¬ 
ciated equipment-makers into the public sec¬ 
tor undertakings and to make the mainte¬ 
nance and future growth of these undertak¬ 
ings helplessly dependent on foreign crutches 
and the multinationals. 


of technology and turnkey construction ar¬ 
rangements with foreign interests. 


Hut Demolitions in West Delhi 


The votaries of self-reliance in the public 
sector undertakings did not hesitate to 
purchase technology from abroad. What 
they did not want was repetitive purchases 
of the same technology or its improved 
version on a continuous basis. They worked 
to absorb and adapt imported technology 
and develop indigenous technology. This 
philosophy scoied successes not only in 
atomic energy of which everybody is so 
proud but in many other no less exciting 
areas. The development, against heavy odds, 
for instances of Indian silicon for harnessing 
of solar energy and electronics recently and 
a whole range of catalysts for petrochemi¬ 
cals, especially for chemical fertUisers, in the 
sixties and early seventies testify to the 
dedicated work of Indian scientists and 
technologies. 

The advocates of repetitive import of 


Bhanit 

EVEN in normal times, life is a grim strug¬ 
gle for survival for Asha, mother of three 
small fatherless children, but ever since her 
jhuggi in ‘M’ block of Vikaspuri waS demo¬ 
lished, it has become even more difficult for 
her to keep starvation away from her kids. 
After a lot of effort she had managed to buy 
a little flour for her family in her new 
makeshift dwelling at Khyala village, but 
before she could cook chapatis some 
policemen invaded this new dwelling also 
and threw the flour into the dust. 

On May 26 a strong storm had lashed 
Delhi. Asha’s nnghbour describes how she 
spent this night, **^Wfve just put some bricks 
and thatch around us; we can’t make a puoca 
structure as we may have to move out any 
time again. So I spent this stormy night ia 


Dogra 

tenor of the bricks and thatch falling on the 
children. Everyone had similar problems, so 
I did not know whom to call, tot my heart 
thumped whenever a strong gale of wind 
swept past us. When the storm increased, I 
spr^ my body over my kids so that the 
bricks would fi^ on me and not on them. 
This is exaCtiy what happened. Only then I 
called out to neighbours and they rescued 
mef’ As evidence she held out hw injured 
arm. 

These kre only a few of the over one 
hundred families from Paschim Vihar, 
Raghubir Nagar and Vikaspuri who have 
been duinped into a corner of Kbyala village 
after their houses were demtoshed on 
diffiaent days in May, An even laigcz 
number of their neigbboure who were 
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iimllariy affectecfaie still in transit. Till the 
time of writing most of these families had 
not yet received any fbnt assurance of where 
they are to be resettled, although they had 
run from pillar to post to a host of middle¬ 
men and leaders, including the Prime 
Minister himself. 

Probably the first of this series of demoli¬ 
tions in west Delhi took place on May S. in 
a jhuggi settlement known as Dairy Wala 
B^. While the cruelty inherent in throw¬ 
ing out the luggage of people, pulling them 
out or beating them up at the time of 
demolitions has been often described, here 
cruelty of a dirierent kind was witnessed. 
The people were firmly tirid that they had 
to move out and ordered to demolish their 
own houses. So as the policemen and other 
officials smoked, had tea or just relaxed, 
men, women and children of 121 jhuggies 
set about the task of removing, piece by 
piece, the bricks, poles, thatch and plastic 
sheets that had been so painstakingly 
assembled over a period of time to provide 
some minimum shelter to their families in 
India’s capital city. As no notice had been 
served and the demolition squads had 
reached this basti all of a sudden, most men 
were not present and the initial burden of 
confronting the grim situation fell entirely 
on the women. 

One man who was very active at this time 
was the self-styled pradhan of this jhuggi- 
jhimpri colony who does not lives here but 
every month collects Rs 10 from each 
family—no one is very clear for"what pur¬ 
pose, but one assumes to protect them from 
demolition. In addition he has taken larger 
artiounts of money for getting jhuggi- 
dwellers ration cards and on other pretexts 
as well. 

Soon jhuggi-dwellers were told that they 
would get alternative accommodation at 
Raghubir Nagar (about five kms away) in 
the form of 12.S square-yard plots (earlier 
the practice had been to give 25 square-yard 
plots to people evicted in this way). ‘Parchis’, 
or paper slips, were given for this resettle¬ 
ment, but only to 80 people out of the 121 
whose huts had been demolished. Others 
were left in cruel uncertainty, probably to 
leave room for some bargaining. While these 
genuine residents were left out, some jhuggi- 
dwellers alleged, the pradhan managed to get 
plots for some of his own people not really 
living here (these plots are likely to be sold 
by them). 

However, the biggest shock for the jhuggi- 
dwellers came later when on viriting Raghubir 
Nagar they discovered that the promised 
land was nowhere to be found. This led to 
a fresh wave of meeting politicians, and 
officials and giving petitions and applica- 
tioni Meanw^ inthe eatreme heat of May 
people were camping in the open and 
children were faUijig ill. Sudden rain and 
strong winds furtlMr added to thrir misery 
though they provided much, a^sreciated 
relief to, titeieiideiffirof flats and bungalows 


near the jhuggi colony. Policemen kept 
harassing them to go away from there, and 
even beat up a few. 

When some leaders gave assurances that 
resettlement land would be found for them 
in Khyala village (a little nearer than 
Raghubir Nagar), some people started 
moving towards that area. The present situa¬ 
tion, 24 days after the demolition, is that 
nearly half the people are living at the 
original site and nearly half in Khyala 
village All of them are camping mote or less 
in the open. Their makeshift dwellings offer 
no real protection against sun and rain. 
These consist generally of plastic sheets or 
thatch placed over a few poles or bricks. 

Meanwhile their already precarious 
economic plight has deteriorated further on 
account of inability to go out for work, 
cancellation of ration cards and heavy 
medical expenses, specially on children. 
Most of them are daily-wage construction 
workers, rickshaw pullers, domestic servants, 
only a few better-off ones are petty shop- 

MAHARASHTRA 


ABOUT a 1,(XX) men of the State Reserve 
Police (SRP) and many more men and 
women of the Maharashtra Police stood on 
edge Saturday (May 10) as more than 7,000 
processionists wound their way along a 
tightly barricaded 3.5 km route in the 
Hindu-dominated northern sector of 
Bhiwandi, SO km north of Bombay, to 
celebrate the 359th birth anniversary of 
Chhatrapati Shivaji. Continuing a tradition 
that was revived in 1984, when police lifted 
a 14-year ban on the procession, the celebra¬ 
tion was marked by dixoiated streets, blaring 
megaphones, uninterrupted bursting of 
crackers and a flood of colours. 

The generally police-managed schedule 
belied the reality of a town whose citizens 
had either fled for the period of the festivi¬ 
ties or had retreated to the heart of the town 
from their slum dwellings on the outskirts. 
The streets were deserted with shops and 
restaurants shuttered down .. a grim 
phenomenon that was partially described in 
the words of a State Ihuisport ^us conductor 
arriving at the town’s depot around noon: 
"There are more police in Bhiwandi than 
there are residents just now. What is this 
religion that drives people away?’’ 

Riots in Bhiwandi in 1970,1983 and 1984 
claimed the lives of hundreds of men, 
women and children, destroyed hundreds 
of houses (mostly hutments) rendering 
thousands homeless, and shops as well as 
mher business estabUshmenu burned down. 
Coming after the 14-year ban (1970-1M4), 
the 1984 recurrence was ghastly yet not un- 
expceted to those who understood the real 
causes for these disturbances. A year earlier. 


keepers, petty labour contractors, skilled 
workers, etc. 

More or less similar is the story of those < 
who have been evicted this month from 
other settlements in west Delhi—Vikas Puri 
and Raghubir Nagar. A few of them have 
already receired resettlement land and it is 
rumoured that all other families will also be 
resettled on 12.5 square yard around this 
land. As eucalyptus trees are standing here 
it is difficult to see how plots will be carved a 
out. On one side the land is swampy, just , 
near the Naja^arh nullah, and one can ^y 
imagine how it will look like at the time 
of the monsoons. High voltage electric wires 
passing over this land are another source of 
danger. If 12.5 yards of this land is all that 
the government actually offers these families 
for resettlement, then it would be subjecting 
them to serious health and safety hazards. 
The settlement at Paschim Vihar from where 
several of these families were turned away 
was certainly a much better one. 

May 29 


again playing on religious sentiments, an 
agitation led by BJP local leader B P Vyas 
against the setting up of a sophisticated 
slaughterhouse (the now famous Al-Kabeer), 
claimed some lives. And tor those who don't 
know it, two of the establishment’s directors 
were Jains! Strictures were passed against 
Vyas by the Madon Commission which 
inquired into the 1970 Bhiwandi riots. Vyas 
was very much part of this year’s Jayanti 
celebration. 

“The textile township of Bhiwandi, a 
chronic trouble-spot on Shivaji Jayanti, 
however, belied all apprehensions and 
witnessed peaceful celebrations, though 
police maintained a stern vigil, monitoring 
the proceedings on a closed circuit television 
network. Some 3,000 people were brought 
under detention’’, read a newspaper report. 
How was this peace maintained? 

About three weeks before the Jayanti, the 
formation of a peace committee headed by 
Thane police commissioner N C Venkata- 
chalam was announced in the newspapers. 
However, nothing seemed to have been heard 
of it afterwards. Bahujan Samaj Party, 
Bhiwandi taluka president Mohan Gaikwad 
said that “the 3S-member committee had 
met some 15 days prior to the Jayanti 
celebrations and subsequently once again, 
but there was no specific activity undertaken 
to build up inter-community harmony”. 

The Shivaji Jayanti Utsav organising 
committee comprised members of leading 
political parties under the presidentship of 
Abdul Rauf Ansari. Ansari who is Bhiwandi 
municipal council president said that the 
council chief becoming Utsav committee 


Bhiwandi: Will the Peace Hold? 

Mario Rodrigues 
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ybMd tm the tnKlitioa The list of oooimittte 
Wcmben es dedared in a newspepK indud- 
^4d a Muslim League membff.' How sue* 
eaisftiJIy can this ali-coihmunity, all-party 
jPoninittee built from above continue to 
prevent the outbreak of violence? 

Ex-president of the munidpal council and 
Congrass(I) member Rizwan Anwar Bubere 
,' said the organising of programmes was left 
; to peace committee members to conduct 
them in their respective localities. But, 
people even in the immediate neighbour¬ 
hood of the procession route were ignorant 
of any such programmes. It is now known 
that about 600 persons were held under 
preventive detention—the highest number 
anywhere in the state for this period. 

The festivities were launch^ with the 
inauguration on May 6 of the Rs 6,84,000 
^vaii statue in Nazrana Circle; in northern 
Bhiwandi (the festivities were limited to the 
predominantly Hindu northern Bhiwandi). 
The inaugumtion of the statue, similar to 
that at central Bombay’s Shivaji Park, was 
done by Maharashtra Congre^I) revenue 
minister Vilasrao Deshmukh and minister 
of state for food and civil supplies Vilas 
Sawant. Council president Rauf Ansari said 
that the council had spent Rs 30,000 for the 
inauguration in addition to the entire cost 
of the statue that was borne by it. A shock¬ 
ing descnption of how the original plan to 
instai a statue of prime minister late Indira 
Gandhi was scuttled, was narrated by 
People’s Movement secretary Maithuallah 
Momin. There was a prolonged court battle; 
details of which were not forthcoming. 


•Peaceful' celebrations 

Cultural programmes were held over the 
next three days and buildings and streets 
decorated in a hurry. On May 10, the pro¬ 
cession began, more than an hour behind 
the schedule. Participants pouted in from the 
surrounding areas to the Shivajitiogar 
starting point. It was a marathon riot of 
noise, contributed by jarring drumbeat, 
and colour—saffron-turbaned revelers, 
saffron flags, red bursts of powder, meh and 
youth obtrusively dressed. Helmeted police 
swarmed the route, conspicuously shielded 
and guns at the ready. Walkie-talkies buzzed 
and the closed circuit television network 
beamed back pictures to the police control 
room from four feed-back points over the 
next six hours. 

One of the most debated disagreements 
in these joint-programmes has been the 
raising of slogans. There have been objec¬ 
tions in the past to slogans that made out 
Mudims to be anti-national or that Muslims 
^ thould be driven to Pakistan. But the pro¬ 
cessionists displayed placards and even 
^ Shouted “Hindu dharmacha vjjay ascT (may 
Hindu religion be victorious), “Bharat 
^jnau Hindu mata’’ (mother India Hindu 
^jnotber), “Har har Mahadeo” (SUvRji’scall 
god at the time of going to war), “Jai 


Bhavam', Jai ShivRji’’ (Jai Otawani was also 
ShivRji’t call to the goddess at the time of 
war) ... not obviously anti-Muslim but 
definitely ewdting pro-Himhi passions ... 
emphasising that it is not the message of the 
religion that is important but communal 
identity. 

Along Nazrana cinema road a mandal 
(cultural dub) had dispii^sd a Ust of donors, 
from Liberty Stores to some individual 
contributions, that totalled about Rs 3,(X)0. 
Rauf Ansari said that the council bad con¬ 
tributed Rs 20,000 and some 20 councillors 
had donated Rs 1,(X)0 each. But how much 
was the total collection, as also expenditure; 
for the celebrations ... there were conflic¬ 
ting estimates. Rizwan Bubere said the 
expenditure would be “between Rs 3.5 and 
Rs 4 lakh’’. However, treasurer of the Utsav 
committee and-Janau councillor Abdul 
Sattar Memon put it at a maximum of 
Rs 50,000. Even though this would be in ad¬ 
dition to the Rs 7 lakh already spent by the 
council for Shivaji’s statuu Such lavishness 
(and how many of the citizens are aware of 
it) in a town whose workers earn a bare 
Rs 12-15 daily (mostly on 12-hour shifts at 
piece-work rates in the powerlooms) seems 
absurd. The procession turned around in 
Nazrana circle where council president 
Ansari climbed 40 feet up a flrebrigade 
ladder to garland the Chhatiapati's statue. 

The five-hour processitm wended its way 
back to Shivajinagar where, on the comple¬ 
tion of the otherwise 30-minute route, was 
held a meeting. Leading the processionists 
back as also throughout the route was a 
white horse-riding “Shivaji”. The ktentity of 
the person in Shivaji’s apparel was a surtl- 
ing levdation. He was escorted by decorated 
lieutenants and a woman (in all probability 
the only woman to really participate in the 
massive gathering) dres^ to play Shivaji’s 
wife; all on horseback. His name was given 
as “Eknath Shinde”, and he is alleged to have 
“made enough money through a network of 
liquor joints to erect at least two residential 
buildings in his locality’’. When asked about 
this, police did not deny the description. 

More reasons were available for the 
peoples migration in the speeches that were 
made at the hour-long me^ng. Nine of the 
ten who spoke were “pleased with the 
peaceful conduct of the celebrations’’ and 
they wished without exception that “the 
police presence would not be required next 
year’’. The speakers comprised Utsav 
organising committee members, some coun¬ 
cillors, an MLA and council president Rauf 
Ansari. Tbmh and last on the list of speakers, 
the deputy commissioner bf poiice (Thane 
rural) K P Gitikwad said *'TIk picture of 
peace that the people of Bhiwimdi have 
shown me wtti remain in my mind for a long 
time to come and I am particularly en¬ 
couraged and hopeful for the future in the 
young, aocemmodative teaderthip that I see 
in pet^ like Piakash Shete^. 


Prakash Slmte it Shiv Scwifi iliitica 
pnmukh in Bhiwamfi tahifca. He vwi gmemg 
the accused in the attack on apeafcen at die 
anti-communal meeting organiieid in ISNM 
by the Peemie’s Movement. The qieakien, 
included president of Peopled MoUeaent 
and noted lawym D N Santani and editor 
of Clarity weekly S B Kolpe. Tlw meeting 
was disrupted by BJP and SUv Sena 
elements and Santani and Kolpe beaten upi 
Police cases against the accui^ are reliably 
pending..When asked about Prakash Shet^s 
case; pdice again feigned ignorance; "There 
may be one or two cates poiding;’ Secretary 
of People^s Movcmoit MaithuaUah Momin 
said “riots will take place when the business¬ 
men and landlords want them to take placef’. 

Did the all-party, all-rdigion committee 
decide that there would be no violence this 
time? 

According to Momin "riots have taken 
place when the crisis-ridden contending rival 
business communities instigate, in the 
name of religion, the ignorant unemployed 
elements of their communities with Mse 
promises of jobs, housing and so on, to 
engage in attacks on the lives and propeny 
of the working people of the other com¬ 
munity. For instance, in Chamarwadi (in 
south-central Bhiwandi) hutments on slum- 
occupied government land were burned 
down. The slum-dwellers who had fled later 
returned, but were not allowed to leoccupy 
this land and instead were re-settled on a hill 
on the outskirts of the town, here again 
through manipulation and favouritism. The 
land has since been distributed to the rich 
of the dominating community there who 
have put up constructions and are reaping 
profits by letting out at inflated rents and 
pagdis (deposits). 

Slums were burned down on government 
land near the taluka courts where now are 
standing government officers’ quarters and 
police residences. The^State lY^port Bus 
Depot was also set 'up on such slum- 
occupied land after it was cleared out during 
riots. Most importantly, in these burned- 
down areas, old tenams have been refused 
permission to reoccupy the {dots and instead 
factories, offices and shops paying higher 
amounts have come up. In *^0 Bastti, 
the nala (strear.') has been slabbed (covered) 
and squabbling is rife in the council (bet¬ 
ween members of both communities) 
for control of this land on whidi is planned 
to shift the main Mangal Bazaar. Eadi wants 
a share of the distribution (on lease ftom the 
council) for a subsequent share of the 
commisslbns. 

Inddems eru|Med soon afterwaida in 
Nasik. Naoded. FuiveL KdDiapur and 
Belgauro and even Mahanabtra chtef 
minister S B Chavan has atfanhted tisat "the 
riou were pre-planned"- But, he did not 
identify the “forces behind die dstnr- 
bancaf’. Just how long wffl peaot last in 
Maharashtnfs tinder boit of comownaHiBit 
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Delhi’s Chemical Monster 

Ashbh Kothui 


A MASSIVE gas leak took place in Oidil' 
on the morning of December A I98S. Several 
hundred, pedupi sevoal thousand of people 
were miuted by the teak, three of whom have 
by now succumbed to their Injuries. Coming 
as it did on the morning after the first 
'anniversary' of the Bhm>al disaster, the leak 
was yet another grim reminder of the dangen 
posed by chemical industries all over India. 
And though vastly different in magnitude^ 
the Deiitt teak tdd the same sordid story that 
was narrated in the case of Bhopai: the total 
absence of social responsibility on part of 
an industrial company, the indfference of 
the authorities to public safety, the lack of 
any system of emergency health and safety 
measures, the attempts at covering up the 
people and agencies exposed by the leak. 
And once again, it was a tragedy which was 
entirely avoidable, which in fact could have 
been avoided if the warnings of some 
individuals and organisations had been 
heeded. 

The leak on December 4 took place at the 
chemicals production complex of Sriram 
Foods and Fertiliser Industries (SFFl), 
situated in West Delhi on Najafgarh Road. 
SFFI is an old industnal complex, esta¬ 
blished in 1944 as DCM Chemicals. Spread 
over an area of 76 acres, the complex con¬ 
tains several production units, producing 
caustic soda, hydrochloric acid, sulphuric 
acid, alum, superphosphate fertiliser, blwhing 
powder, vanaspati, active earth, refined oil, 
soap, glycerine, and liquid chlorine. The 
complex also has a captive power plant 
meeting most of its needs. 

At about 10.30 am on the December 4, 
a tank of oleum (H 2 S 20 ^) housed in the 
sulphuric acid plant collapsed, causing a 
rupture in a connecting pipe and letting 
loose tons of acid. This acid reacted with 
water, (large quantities of which were 
sprayed on it in a thoroughly misguided 
attempt to neutralise the spill), to form a 
dense cloud of sulphuric acid and oleum 
mist, sulphur trioxide, and sulphur dioxidte 
This dangerous cloud travelled low along the 
ground for a distance of over 10 kilometres, 
causing severe discomfort and panic among 
lakhs of people in the crowded localities of 
Sadar Bazar, Chandni Chowk, Kashmere 
Gate, Old Delhi Railway Station, etc. 
Markets closed down, traffic got jammed 
and people felt a choking, burning, 
nauseating sensation as visibility got reduc^ 
to a few metres. Fortunately the cloud did 
not linger long over any area, reaching the 
Jamuna, over 10 km away, 20-25 minutes 
after starting off. But 1^ then the damage 
had been done; over 700 people were 
hospitalised, one of whom died two days 
later, a second some 10 d^ after, and a 
third as iate as In mkl-Februvy 1986. No one 
knows how many more will succumb, for the 


iong-term health consequences of exposure 
to this mixture of gases is not yet fully 
known. Such consequences could range 
from consistent, mild irritation and 
moderate reduction in lung capacity to 
irreversible fibrosis and death. 

Fbllowing the leak. SFFl’s General Manager 
and two other officials were arrested, but 
subsequently released on bail. The public 
outrage which was voiced subsequent to the 
leak moved the Delhi Administration to issue 
orders for the closure of the entire factory, 
and the Supreme Court admitted a petition 
pleading for permanent closure of the 
caustic soda-chlorine and sulphuric acid 
units at the present location. 

Calixiusnfss and Negligence 

The December 4 leak did not really come 
as a surprise to those who had been obser¬ 
ving the Sriram plant for some time. Indeed, 
warnings about the threat it posed were 
issued several times before the leak, both 
by the government and non-governmental 
agencies. 

Several times in the past, SFFI has itself 
given clear indications of the threat it poses 
to Its workers and to the surrounding 
population. Residents of several colonies 
nearby have been complaining about the 
irritating smell of gas and have reported 
frequent gas discharges from the factory. On 
December 17, 1982, 40 school-children fell 
ill, some losing consciousness, while walking 
along a path adjacent to the place where 
SFFI discharges its effluents into the 
Najafgarh dram Investigations by the 
Central Pollution C ontrol Board indicate the 
possibility of a chlorine leakage from SFFI, 
but the matter vias hushed up and SFFI 
now claims that no teak took place on its 
premises that day On September 10, 1985, 
a leak from the sulphuric acid plant affected 
several hundred rcsidenu in nearby colonies 
Again, SFFI’s management denied any leak, 
but subsequent inquiries amongst the 
factory’s workers showed that a serious 
malftinction in the sulphuric acid plant had 
indeed caused a major teak. Many minor 
teaks have been reported from time to time, 
and even two days after the December 4 
incident there was another leak at the 
sulphuric acid plant. 

While the sulphuric dCid plant has been 
the most common source of teaks, it is 
SFFII's caustic soda-chlorine plant which has 
posed the greatest threat. This unit produces 
over 66,000 tonnes of caustic soda per 
annum, and as a by-product of this process 
about X,500 tonnes of chlorine per annum. 
Part of this chlorine is used by SFFI in the 
manufacture of hydrochloric acid and 
Meaching powder, a substantial part is piped 
over to the adjacent Hindustan Insecticides 


Ltd, and the remainder bottled for sale to 
cither customers. Tlwre is also a chlorine 
storage capacity of almost 300 metric tonnes. 

It is the presence of chlorine in such a 
large quantity that has evoked the greatest 
alarm. Chlorine is known to be extremely 
toxic to humans, and was in fact used as a 
large-scale killer in World War I. Long-term 
(chronic) exposure to low levels, or sudden 
(acute) exposure to high levels can seriously 
affect the respiratory tract and cause lung 
edema, suffocation, chest constriction, and 
death. The safety limit, or tolerance Jevel 
value(TLV) for chlorine has been fixed at 
1 PPM (i e^ one part pei milbon parts of air) 
by most countries. At SFFI the potential 
danger is of two sorts—regular low-level 
emissions, and sudden high-level teaks of 
chlorine. The former has frequently been 
reported by workers of SFFI, and m January 
1985 the Central Pollution Control Board 
measured chlorine levels of upto 2 PPM, 
twice the TLV, near the stable bleaching 
powder plant But it is the latter, sudden 
leaks, which could be disastrous. Till 
lecently SFFI was storing liquid tanks of up¬ 
to 100 metiic tonnes capacity—an accident 
like the one which occurred in the sulphuric 
acid plant on December 4 could release 
tonnes of deadly chlorine in the form of a 
mist which would spread over several square 
kilometres. Each of the expert committees 
which has looked at the caustic soda plant 
have stated that the result of such a leak 
would be catastrophic several thousand 
people may die or be permanently maimed, 
and several lakh could be affected in vary¬ 
ing degrees And the possibility of such a 
leak occurring has been far from icmote— 
as has been repeatedly pointed out, safety 
conditions and emergency measures at SFFI, 
including at the caustic soda plant, are 
thoroughly inadequate The most chilling 
reminder of this was the December 4 leak 
Itself. 

The negligence ol SFFl’s management is 
indicated by other obsei vations too Workers 
of SFFI, members of the Lukahit Congress 
Trade Union, have presented elaborate 
details not only of lack of certain basic 
safety measures but also careless maintenance 
of equipment. A Kalpavriksh member who 
visited the plant in November 1985 noticed 
a general state of disrepair, especially glar¬ 
ing being rusted and broken pipes all over 
the place TWo government reports, one in 
February 1985 and another in October 1985, 
both pointed out serious flaws in the 
maintenance system On an inspection on 
January 8, 1985 the Central Pollution 
Control Board found the stack ot the super¬ 
phosphate plant broken—It seems it had 
been in that state for quite some time But 
one of the most damning pieces of evidence 
comes from an internal note of SFFI itself, 
wherein frequent overflows of acidic ef¬ 
fluents from one unit has been complained 
about by the sufierintendent of another unit. 
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Fbialty. proof of SFFI*s negligence comes 
from the highly revealing records of the 
Central Pollution Control Board. Measure¬ 
ments of air and wtner effluents over the last 
several years have shown levels of pollution 
consistently exceeding the prescribed limits. 
In March and April 1981, suspended solids 
in SFFI's combined industrial effluent were 
found to have an average concentration of 
920 mg/litre as against the permissible limit 
of 100 mg/litre; average oil and grease con¬ 
centration was 94 mg/litre as against a limit 
of 10 mg/litre; and flourides concentration 
was 4.8 mg/litre as against a limit of 2 
mg/iitre. A letter dated January 20, 1983 
from G D Agrawal, then member-secretary 
in the Board, to SFFI's General Manager 
states: “The results of our survey reveal that 
your effluents at the outfaU point had very 
hi^ residual chlorine and also high flourides, 
phosphates, and sulphates. All these were 
much higher than allowed in the consent 
limits. Also it was seen that in the air im¬ 
mediately in the vicinity of your outfall, 
there was significant concentration of free 
chlorine!' Another study in October 1984 
found that emissions of sulphur oxides from 
the sulphuric acid plants were twice the pro¬ 
posed emission standards. SFFI was asked 
to reduce its emission levds immediately. Va 
again in September 198S, “Fugitive emis¬ 
sions of SOj were found exceptionally high 
.. the four-hourly average .. was as high 
as 41,607 ug/m’” as against a proposed 
standard of 800 ug/m^ Measurements of 
the combined effluent on several occasions 
from March 1983 October 83 showed that 
levels of suspended solids ranged from 741 
mg/litre to 1,236 mg/litre as against a limit 
of 100 mg/litre; of chemical oxygen demand 
(COD) from 371 to 813 mg/litre as against 
a limit of230 mg/litre; of biological oxygen 
demand (BOD) of 104 to 398 mg/litre, 
whereas the limit is 30 mg/litre; of oil and 
grease Bom 9 to 333 mg/litre as against a 
limit of 10 mg/litre; and of flouride from 
0.2 to 22 7 mg/litre. 

CONSFQUENCLS lO ENVIRONMENT 

AND Workers 

The frequent release of gases, along with 
the normal emissions from the industrial 
processes at SFFI, have already created a 
highly unhealthy local environment. Accor¬ 
ding to measurements made by the Central 
Mlution Control Board, levels of sulfdiur 
dioRide in the air in the Ngjafgorh Rood area 
next to SFFI are usually for In excess of the 
standard of 120 microgranu per cuMc metre 
(ug/m’). The constant presence of sulphur 
dioxide; and perhaps also chlorine; in the air 
has caused 'burning' and Ueaching of 
vegetation in the am. It is well-established 
that chlorine can reduce the photoeynthetic 
activity of a plant by destroying hs ddoroplvfl 
conrent; similarly sulphur dioxide reacts with 
the moisture on a leaFs surface to form sul¬ 
phuric acid, which 'burns’ the leaf. A 1984 
PhD thesis by Poonam Mohindra of the 
Botany department, Delhi University, lesMl- 
ed that the growth and yield of crops 1^ 
wheat and sunhempin the SFFI ana are far 


lower than at a reiativriy udpotliited 
Delhi University Botanical Garden. It is of 
course necessary to point out that SFFI Is 
not the only source of pollution in the area; 
there are several other industries. But SFFI 
is by for the single hugest source. The human 
health impact of such high pollution levels 
IS not well studied or ifocumented in the 
area, but interviews with residents or several 
nearby colonies indicated a high level of 
respiratory and eye problems. Indeed, even 
low levels of SO, and chlorine, which are 
not immediately dangerous, can over a long 
period of exposure cause problems like 
reduced pulmonary function and higher 
susceptibility to diseases like T& 

Apart from damage to the health of 
planu and animais, indudiiig human beings, 
pollution from SFFI is also causing damage 
to material property. One fomily living just 
adjacent to where SFFI’s toxic discharge 
flows into the Najafgarh Drain, showed 
Kaipavriksh members corroded metal drain¬ 
pipes on the outer walb of its house-~it 
claimed that these had to be changed very 
frequently. They also brought out blackened 
metal storage pots which they said they had 
scrubbed clean just two days before Such 
complaints are common in the area. There 
b of course no estimate of the total material 
damage being caused by pollution from 
SFFI and its neighbouring industries, but it 
must be quite large 

Perhaps the people most exposed to an 
unhealthy environment are SFFI’s own 
employees. Working conditions in almost all 
of SFFI's units are hazontous, the major 
problems being dust, heat, noise, toxic gas, 
and machinery accidents. 'Hie DCM Chemi¬ 
cals Lokahit Congress Dade Union has 
documented five fatal accidents m the last 
two years, all of them dud to official 
callousness. Apart from these, several 
workers have been inflicted with a range of 
injuries caused by machine accidents and 
acute gas exposure. But the largest number 
of workers are bring affected slowly, 
chronically, through constant exposure to 
dust, nmat; heat, and low Icvabof gas. Dust 
levels, fm* intunce; an exOrittriy high at the 
coal handling plant and the supiaphosphate 
jdant. The latter is always eiiveloped in a 
yrilowbh haze, consbdq Pf paniculate 
flourides which could lead to floinosu in the 
workers. 

AnhMpeetkmofthispbntbytlKlnqpeeior 
of PKtmics on March Id, |M5 revealed that 
''dangerous offonsive cbeiMbld, phosphate 


turingopetadonB ... ndwdim was freely 
escaping into the working atmosphere; this 
had resulted in unhealthy knd unhygenic 
workifig conditions in the plant, since the 
workers had been subjected to inhalation of 
injurious dust.” A study by Criural Pollu¬ 
tion Control Board bi M>rA 1983 found 
stack flouride levris of 490 and I2I 
mg/Nm’ in the two samples taken, both 
several times higher than the stipulated 23 
mg/Nm’. In the turbine room of the power 
plant, nobe Iteri Is i» eue ina c» 
riwut to make oncteif hdiMtt k» tomeuere 


shidiBiif even a fow (bet awgyt 

Dt when Kaipavriksh memben vbhed the 
pbmt they did not see ariAgle worioer at these 
units wearing dust screen masks, goggice, or 
ear muffs, l^rkert allege that such equip- 
^rnent is lardy inovided; acccntUng to a 
trrinee at the SFn storo the equiinnent does 
exist but is rarely issued out. The SFFI 
management maintains however that it is 
given to workers, who however don’t use it 
because of the resultant inconvemenco But 
even if this is true, the management cannot 
escape the blame for having such a t«nribie 
working environment. 

The precise impact of such an mviron- 
ment is as yet unclMr, for there seems to east 
no compr^ensive medical survey of SFR’i 
workers. A health check-up camp organised 
by the Directorate (Medical) Orihi ESI 
Scheme, found that of the 330 workers 
examined, 30 per cent had dental problems, 
30 per cent had eye problems, 64 workers 
had pharyngitis (due either to smoking or 
to exposure to gases, or both), five had TB, 
another flve anaemia, 23 had pallor, 16 high 
Mood pressure, and so on. Strangely, the 
camp concluded that existing health sutus 
of workers was good! The Lokahit Congress 
Dade Union claims that incidence of these 
and other diseases is much much higher, but 
unfortunately it is not in a position to 
document these. 

Inaction of Authorities 

The atrocious safety and pollution con¬ 
trol record of SFFI is an eloquent testimony 
to the kind of negligence shown by its 
management and owners. But they are ^ no 
means the sole culprits—a certain degree of 
negligence has also been shown by the 
various government agencies responsible for 
ensuring public safety. This is amply shown 
by the fact that deipite repeated indications 
of the threat SFFI posed, the government 
allowed it to continue functioning in the 
midst of such a heavily populated area until 
the December 4 trag^y. 

SpedficaBy, one can pinpoint some agencies 
or officiris who must be held accountable 
in this am. Under the Fbefories Act 1948 
and the Delhi Fbetories Rules 1930, an 
Inspector of Factories it inqiointed who is 
suimoied to ensure that all industrial units 
in Delhi comply with rules concerning 
IrixHir, envimunental taCsiy and working 
condhfcw. Bs w a d s of diellMOfiet Inqioctor, 
Delhi Ad adilis tiatton, reveal that periocHc 
ehe^trfSFFlItaduneartbedieviialviola- 
Row ttri tut fow yean In¬ 

ching terfotts deflclencics in both the 
chlorine and sulifouric add units. But the 
subsequem prosecutions only acted at minor 
irritants for SF?!; there was no serious ef¬ 
fort to ensure that all the rules were com¬ 
piled with. Even more signifleant is that 
whBc die last impectiqn of the su^ihwic 
add plant before the December 4 teidc, on 
28.198$, revelled several vMatioiu, it 
(Bd not expose the dangerously weakened 
$i 9 por(,iiin)cture of dw Qieim ttidc. whidi 
oMfoRiad^li Dikeaihiir 4 the 

iwt VQi TTfflinur vpoHpiu 



ECONOMIC AND POLITICAL WfpCLY 


June 14. 1^ 


Sindlai^, tiile Ceotnd PoUutili ContiM 
Bo«d ta Avpaietf toennie thpt an induoy^ 
aif and ««er cailiaton do aotegiceed pe^ 
aditiWeliniu. The Boaid haa indeed been 
punRdng tide iinie with SPI^ for several 
years, md has repeatedly fauad execssive 
eialsdons, as discussed ibwe. Yet, despite 
this knowledge the Board did not use 
its power to ensure compliance; it only 
repeatedly threatened to withdraw its con* 
sem order. At one point in 198S it even 
threatened legal action, but none was taken 
despite continued viobnions tv SFFI. In* 
teicstingly. when Kalpavriksh members had 
talked to some of the Board’s oifiaais in 
October IMS. they were told that barring 
SFFl’s vanaspati unit. aU other uniu had no 
excessive dis^aige! Why should the Board 
try to hide the wrong doitip of SFFI— 
bmuse it was afraid tnat iu own inefficacy 
would be revealed? 

The Union government too is to blame. 
An instance of tMs is when the then Union 
Minister of Chemicals and FertUiters, 
Veerendra Fatil. in a Lok Sabha ditcussion 
on SFFI’s chlorine unit in.Match 1985, flady 
rejected the demand made by some MPs to 
shitt the unit. This was despite reports by 
a Bntish chemical expert O H Slater and tv 
the then Secretary (Labour), Delhi Admini¬ 
stration. Nita Bali, both of whom had 
explicitly recommended shifting of the 
chlorine unit. Paul vaguely stated that the 
licence of a factory, once given, was not so 
easy to revoke; now strikingly similar this 
sounds to the statement, made in the 
Madhya Pradesh Sabha ion'g before the 
Bhopal tragedy, that the Union Carbide 
Plant was not a mere ‘stone’ that it could 
be translocated. Obviously the government 
was willing to sacrifice the interests and 
satety of the public and give precedence to 
the interests of the industrialists, both in 
Bhopal and in Delhi 

This IS not to deny the fact that a few 
government officials did stand up for the 
truth Some officials of the Central Pol* 
lution Board and the Inspectorate of 
Factories, Delhi, did conduct honest studies 
but were largely inefriective in getting these 
acted upon. The one person who took 
creditably bold steps was the former Secre¬ 
tary (Lateur), Delhi Administration, Nita 
Bali Way back in March I9B5 the explicitly 
recommended that the ministry of chemi¬ 
cals and fertiliters suspoid SFFI’t dUorinc 
(noducikn licence;. That she was itamfRyed 
soon after tMs, tihgedbi before her term had 
been completed, Indkaites thit she may have 
tread on a few soft loei 

Yki another facet of the negligence of the 
authorities is the total absence of an 
emergency safely and evacuation strategy for 
those Hvirtg aroand SFFI or other such 
hazardous plants. Such a strategy requires 
that the surrounding population be fully 
aware of the potentjd hazards of a factory, 
and of how to react in Case of an emergency 
like the oae ereat^ m December 4. ft efoo 
reqoiris Bui iB Wat hwplt^ fxiiios 
MarkiieL W IwImW fofo mtier such ilsW 


tU service agencies kiiiiiw bow to react That 
there is no such strategy was amfdy diemon- 
strated by the total diaos and paW which 
fbOowed foe December 4 leak: rnany hospitals 
did not know what line of treatment would 
be most effective, the fire brigade was misin- 
formed about how to stem the leek (they 
sprayed water on the oleum which mily 
leacW and aggravated the situation); Ali 
India Radio’s broadcast iqipeaUng few calm 
only came two hours after the Ink; Door- 
darshan misleadingly stated that the gases 
whidi leaked were not teachers hi 

many schools panicked and sent children 
hurrying back home even before the gas 
cloud h^ dispersed; and so on. 

One Of the most slmmeful parts of the 
December 4 leak was the public statement 
of Dr S Wuadarajan, then Director GeneraL 
Coimcfl of Sdentific and Industrial Research, 
that the gases which leaked were *iiot tcochf’. 
He did that they could be harmful, but 
it is tiK first statement ii4dch registered in 
the public mind; the finer wdeotite cUstfaK- 
tiotts between toxicity, poiiOtt, and hazard 
are of little use while making a public sute- 
mem. In any case some itarWrd frxtbooks 
on the subiwt classify sidphuric acid and 
sulphur trioxide as toxic, and off of them 
state that they can be extremely harmful 
Varadantjan should have known better than 
to make misleading statements like this, 
especially since they are likely to be lapped 
up with glee by those who wish to underlay 
the extent of the tragedy. Look at what SFFI 
said in a note filed in the Supreme Court; 
“It IS further submitted and as corraborated 
by Dr Wundarajan . thm the sulphur 
trioxide gas that escaped on December 4, 
19gS is not hazardous" And, sham eiessly, 
even further; “This respondent (SFFI) is on¬ 
ly aware of the deaA of oae person as 
reported in the newspaper! It is subnutted 
that the said unfortunate death cannot be 
attributed to ga\ leakagd'l (Italics and ex¬ 
clamation mark minw) 

puBi ic Kesfwm 

Members of SPFI'a LoMdt Coogaeas 
Tmde Union had, for « kmg-Umc made 
working hazards one M the eaahi pofaiis ih 
their struggle with the ihtnngwwenf, and 
long before the DeaforiMf Ml BMP had 
wanted nf the posMI ^of a Bhopid^ifce 
trage^Mng caused fargEFL Then In ear^ 
I9H die mpim of DllWlfoOB4helM«ads 
posed by SFFI’t causfie fpda>«UMhM phmt. 
wUdt iW not been made piddk; (caked end 
was puUicised. Sooa gflin; acvcral iadi- 
vkhiaia and agencies tedk ttP the iaiu! SeaM 
joumaBstt wrote about it, and monidpal 
couadBor P K ChaMlIa repeatedly ta^h- 
tighndto. Residents of adjacent to 

Sj^l alto reacted ptfoHcly, especMy after 
the leek of September 10, 19g3 which 
afoecled them. In September 1983 the Delhi 
Committee on Bhopal Gat Itagedy, an 
as soeiathiiiiof overgOeiHriroBraemd, dvii 
shiinki MriMtai tial lahti eaMHafoMioii! 
baggy i nli tetlgM ing fodlMafo (SMMieed of 


the gravity of foe situation the DdM 
Comndtiee organised a fuU-day dhama on 
Odober 21,1915 to press home its demands 
to relocate the dUorine and sulphuric acid 
plants and to provide a safer working en¬ 
vironment Around the same tune M C Mehta 
of the Hmdustam Andolan filed a petition 
in the Supreme Coun picadmg that the 
dtlorine plant be shifted. Gn December 3, 
in a public meeting hdd on the occasion of 
foe first ‘anniversary’ of Miopal, the Ddhi 
Committee again highlighted the danger 
posed by SFFI. Fifteen hours later, the 
massive leak of oleum took place It may 
never have, had the warnings of these 
individuals and organisations been heeded 
in time. 

As in the case of the Bhopal tragedy, 
several aspects of the sordid story of SFFI 
and the December 4 gas leak in Delhi raise 
a number of vital question! For instance, 
SFFPs products were considered so neces¬ 
sary for 'envelopment’ that foe dangers of 
it bdng located in a densely popultM area 
were consistently ignored—is the present 
developmental process in India insensitive 
to the basic human right to a safe life? Do 
we really need the kind of dangerous in¬ 
dustries represented by SFFI, and if so, can 
we ever ensure that th^ will indeed be more 
beneficial than harmful? Fhen again, it has 
been difficult to pinpomt the tndividu^s and 
agencies responsible for the December 
tragedy, and ^ms for compensation for the 
damage caused became possible only after 
the highest court of the land intervened— 
why do we not have a system whereby cor¬ 
porate and governmental liability is esta¬ 
blished and their accountability ensured? \bt 
another aspect is that the two government 
reporu which indicted SFFI for callous 
safety standards were never made public, 
indeed that people hving around SFFI had 
bttle knowledge of what may be in store for 
them—why it it that in India, foe puUic has 
almost no access to, let alone a right to, 
informafom which relates to their 
lives? 

Ui^wfodfeatfeBMBMMnagledioldfoat 
Wg iadtanrtaiist! gddMnqHtti^ oNfet 
vetted hd e wm Jmnt’m mn seeieiy tlnil 
anyane who miNb Mpdh qpeatioin is ha> 
i i i idt w Byl(gg| l>i i w*!^ gadefon 

‘Ynd-lottr; thh’ ImmF hr seed; 
whenew doubt! oi^ wfedom of the 
pimeiRdNeiDpBHMtiMlMsiMeixttecd. But 
with tn«edles foga thy Ohosfober 4 one 
ooaaing incnszdngly idm fheiiA proiKMHpta 
of such policies 1 ^ find k header for ew it fe 
the qeifions being mMed. 

(This lepoit is bated os fawestigetions carrwd 
out by Kalpavrikth, Envkonmental Action 
Croup, ovM the last six months The story of 
the Snram GwmicBU foamy and the gas leaks 
which occurred in It in December I98S is 
cspeaally relevant now in the context of the 
Supreme Court decisions, wherein the issues of 
induetrial siiiag and safety, torporaie and 
gwof ua ie nt id liability, the publiv’s access to 
information, etc, have been focused on ] 
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UNITED KINGDOM 

Privatisation and the Tories 

Michael Jacobs 


WHAT do telecommunicatiom, aerospace, 
defence equipment and weapons, nuclear 
submarines, shipbuilding, motor vehicles, 
oil, gas, water, electricity and forests have 
in common? All strategic industrial sectors 
or key utilities? Yes—and also all nation¬ 
alised industries the British government has 
sold, or is planning to sell, to the private 
sector during Margaret Thatcher’s premier¬ 
ship. Since 1979 the Tories have privatised 
15 major public companies (along with large 
amounts of land and 850,000 municipally- 
owned houses) for receipts of more than 
£ 19 billion; a further £ 15 bn worth are be¬ 
ing prepared for sale during the next three 
years. Already 600,000 jobs have been 
transferred from public to private sector, and 
the proportion of GDP produced tiy state- 
owned industries nearly halved. As the 
Treasury Minister in charge, John Moore, 
has declared: when it comes to privatisation, 
“nothing is sacred”. 

This massive programme of asset sales 
wa.s surprisingly, not mentioned in the Con¬ 
servatives’ 1979 manifesto. But it is now the 
centrepiece of the government’s economic 
policy as the strict dogmas of monetarism 
are abandoned, failed Perhaps more crucial¬ 
ly, privatisation lies at the heart of the Tories’ 
political strategy as the run-up to the next 
General Election (probably in 1988) unfolds. 

Heart of Torifs’ Strategy 

Originally, the government argued that 
privatisation would increase competition 
and improve efficiency, eliminating the 
public subsidy of nationalised industries. In 
fact, there is little evidence that public 
ownership per se makes any difference to 
industrial efficiency—even if that is taken to 
be the sole criterion of operation. More 
importantly, none of the industries sold are 
the “drain on taxpayers’ funds” alleged by 
the Ibries. This is so by definition: you can’t 
get any money for an unprofitable business. 
Those nationalised firms the government has 
sold or will sell are the profitable ones. 
Jaguar Cars, for example, after turning a 
£ 32 m loss into a £ 9.6 m profit in 1981-2, 
increased its profit by 420 per cent in 1983-4, 
the year before it was privatised. (The 
following year, in private hands, this went 
down to 33 per cent.) The British Gas Cor¬ 
poration not only makes £ I billion prqfit 
each year, it actually lends much of this to 
the lieasury. The government has indeed 
been going to extreme lengths to make its 
targeted firms more profitable: British 
Airways, for instance, has shed over 20,000 
jobs in its pre-sale rationalisation. The 
government is planning to write off £ 372 m 
of Rolls Royce’s debts and inject £ 100 m to 
make it attractive enough to sell -foi an 
estimated £ 350 m. 

The government has also claimed, in 
justification of its policy, that being in the 
public sector discourages firms from taking 


risks. But this is not true either. Four of tlje 
companies sold off, including British Gas’s 
onshore oilfield and offshore ml exploration 
companies, and the pioneering chemicals 
firm Amersham International, would not 
have existed but for entrepreneurial initia¬ 
tives taken by the public sector. (Admittedly, 
their sale does give the government a 
perverse reason for privatisation: in the 
private sector companies will avoid inter¬ 
ference from the government, such as having 
their successful parts privatised ...) Indeed, 
as the Left has long been arguing, it is often 
only under state ownership that key strategic 
industries can get the funds they need for 
long-term, high-risk investment, for example 
in new technologies. The City of London is 
notorious for its low risk, short-term profit 
horizons, a tendency widely blamed for 
Britain’s industiial decline. Critics of the 
government, who now include many in the 
Conservative Party itself (including the ex- 
Defence Minister Michael Heseltine, who 
resigned from the Cabinet earlier this year 
over just this issue, with regard to the West- 
land Helicopters affair) point to the strong 
industrial intervention policies followed in 
Japan and France as examples the govern¬ 
ment should be following. 

It IS not. Indeed, so far from having a 
coherent industrial strategy, the government 
has since 1983 been according its privatisa¬ 
tion programme higher priority even than 
the deregulation of markets, which once 
might have been said to be its principal 
industrial aim. For whereas the first few 
asset sales were of competitive and relatively 
small firms such as Cable and Wireless, the 
National Freight Company and the British 
Sugar Corporation, in the last three years 
it has become the sale of natural monopolies 
such as British Telecom, British Gas and the 
Regional Water Authorities which has 
become central. With these, all claims that 
privatisation would increase competition 
have had to be abandoned. Inde^ these 
companies’ monopoly position has actually 
been strengthened by privatisation, since this 
makes them more attractive to the City. 
British Iblecom—the largest ever Stock 
Market floatation, at £ 3.9 billion, in 1984— 
controls 95 per cent of the telephone and 
telecommunications market in the UK: no 
attempt has been made to open up its 
activities to wider competition. British Gas, 
which when it goes on the market later this 
year will be valued at somewhere between 
£ 7 bn and £ 10 bn, has specifically been kept 
as a single company (rather than be split up 
into regional units) so as to maintain its 
monopoly position. British Airways’ 62 per 
cent share of the UK market has been pro¬ 
tected to improve its sale value. 

Although the monopolies are or will be 
regulated to prevent excessive exploitation of 
the consumer, the powers and resources 
given to the regulatory agencies are weak. 


The privatiaed British •ft te c o m , for amtaplU; 
is quite at Uberty to dose ‘uqiiofitaMif 
puWlc call boaes; it baa almidy rdsed 
' domestic tdephone charget by more than the 
rate of inflation. So ftr its regulating body, 
Oftel, has iffoved singularly ineffective: 
Likewise, the all-fimy House of Commons 
committee examining the privatisation of 
British Gas has demanded that the denation¬ 
alised compai^ is prevented from subskUsing 
sales to business users with profits earned 
from domestic tariffs, where it will have 
monopoly power. The government is reluc¬ 
tant to concede this, since such power 
is precisely the compaiQr’s attraction to 
potential buyers. 

Meanwhile, major public safety fears are 
being raised among enviroiunental and 
health oiganisations ^ the impending 
privatisation of the Regimial Wfiter Autho¬ 
rities (beginning with Thames Whtcr. which 
includes London and is valued at around 
£ 1 bn). As the labour Hurty’s spokesperson 
in Parliament has put it, the handing over 
of water .supply, sewerage and water pol¬ 
lution control to private firms is “gambling 
with the health of the nation”. Int«est 
groups representing the poor have also asked 
whether the new denationalised firms will 
be allowed to cut off water supplies if 
customers can’t pay: are basic human needs 
to be sacrificed to private profit? 

’Share-Owning Democracy’ 

The government is not listening. For it has 
found a new justification for selling off 
assets which overrides all else. “It is the long¬ 
term ambition of this government”, said 
Chanopllor of the Exchequer Nigel Lawson 
in his Budget speech in March, "to make the 
British people a nation of share-owners 
to create a popular capitalism, in which 
more and more men and women have a 
direct personal >take in business and 
industry”. This goal of a “share-owning 
democracy” has become the new rallying-cry 
of the Conservatives as th^ seek to transform 
the ideological climate; and social composi¬ 
tion, of Britain in the 1980s. Margaret That¬ 
cher has spoken often of the need to foster 
an "enterprise culture” in which entrepre¬ 
neurs take risks and are.reward'ed for success. 
Direct shareholding by individual citizens is 
part of this. It is also part, along with the 
large-scale sale of council houses, of the at¬ 
tempted embourgeoisement of the working 
class. As Edward du Cann, backbench Ibry 
MP and Chair of the Wider Share Owner¬ 
ship Council, put it; “Business ownership, 
home ownership and share ownership are the 
best anti-Marxist barriers of alK’ 

in fact privatisation does nothing to foster 
an ‘enterprise culture’: this is all rhetoric 
Although the number of individual share¬ 
holders has indeed risen, largely as a result 
of the British Tklecom sale, which after a 
massive advertising campaign attracted 
2 million applications for shares, there it no 
risk whatsoever in such investment. In order 
to make them attraaive, the government has 
consistently underpric^ its assets: toy Ae 
new shareholder they offer not a taste of 
entrepreneurship but merely a> quidc aiKl 
painless profit. Trading in TMccom sharee 
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opened at a 90 per cent premium; the 
average has been 27 per cent. Many new 
investors (in the case of British Aerospace, 
to take an example^ 83 per cent of them) have 
simply taken the capital gain and put their 
money back in the buk. ^ those who have 
kept their shares, their ‘direct contact’ with 
industry has been rather minimal: £ 1000 
worth of Ibtecom shares gives precisely 
0.000029 per cent worth of control. 

And this is of course the real argument 
about ‘wider share ownership’. It does not 
make the companies any more ‘democratic. 
On the contrary, it has led to a large increase 
in the concentration of economic power in 
the hands of the City financial institutions 
which have taken up most of the stock. 

2 million people in Britain now oi^w shares, 
but that leaves S3 million who don’t. As the 
Labour Party and others have pointed out, 
this is a huge sort of theft. Because they have 
all been underpriced, the general public has 
lost over £ S bn from the sale of these public 
assets, with a further £ 8 bn yet to come (oi 
go): it has also lost at least ndminal control 
over them through the government. Mean¬ 
while the City institutions are raking off not 
only these massive discounts but also fee. 
and commissions, for arranging the sales, of 
over £ SOO m. It is an extraordinary and 
unprecedented transfer of money from the 
public sector— taxpayers—to private in¬ 
dividuals and institutions 

For Margaret Thatcher’s government this 
IS called “rolling back the frontiers of the 
State”. It is accompanied by an ideological 
onslaught against everything tmblic, under 
the weight of which nothing else matters. 
Until stopped by backbench Ibry outcry, the 
government was quite willing earlier this year 
to sell Britain’s only volume vehicle manu¬ 
facturer, British L^land, in two separate 
parts to the US giants Ford and General 
Motors, so concerned is it that all industrial 
production should be in private hands— 
whether British or not. (The sale would have 
given Ford 45 per cent share of the UK car 
market—so much for promoting competi¬ 
tion.) Meanwhile, more insidiously, the 
whole concept of public service is under 
threat, as not just state-owned .utilities but 
parts of the National Health Service, such 
as catering and cleaning, and municipal 
activities, such as street cleaning, social 
servim and public transport, are contracted 
out to the private sector for the making of 
profit. Invariably, standards of health, 
hygiene and safety are cut, wages and work¬ 
ing conditions worsened. Elsewhere the 
government is assiduously promoting private 
education, health care and pensions—for 
those who can afford them. 

In a wider sense, what is happening here 
is twofold. First, with the rate of profit in 
traditionid industrial sectors low, privatisa¬ 
tion is opening up new areas for capital to 
penetrate which were not previously avail¬ 
able. Second, a mgior atuck is being mgde 
<Hi organised tabour. Ttade unions have long 
beat strongest in the public sector pushed 
into the private^ it is hoped that they will be 
weakened, with wage negotiation split bet¬ 


ween competing units and job losses more 
easily managed. These phenomena are inter¬ 
national ones, as multinationals, aided by 
the IMF and World Bank, press privatisa¬ 
tion on governments from Argentina to 
Thailand. It is Britain, however, which has 
taken the policy turthest so far, with the 
result that flnance officials from all over the 
world regularly turn up at the ireasury and 
at City merchant banks for advice on how 
it is done As the Economist magazine put 
it, Britain is the world's “biggest and most 
advanced laboratory for the testing of 
privatisation” 

What the rest of the world may not have 
realised is that Britain's privatisation pro¬ 
gramme IS not just an ocpenmental exercise 
in assistance to private capital; it is actually 
the cornerstone of the Thatcher govern¬ 
ment's entire economic policy. Without it, 
the government would probably not be able 
to survive at ail 

El t( niRAL BRIBbRY 

For Margaret Thatcher’s monetarism has 
failed in its oi iginal objectives. In 1979 the 
Conservatives embark^ on a twin-track 
Financial strategy, aiming to squeeze infla¬ 
tion out of the system by controlling the 
money supply and reducing the Public 
Sector Borrowing Requirement. They have 
been wholly unable to control the money 
supply, which is still rising at a faster annual 
rate than in 1979- last year the Chancellor 
officially abandoned this as a goal. What 
is less obvious is that the government has 
also failed to cut public borrowing, despite 
its spending cuts—mainly because of the 
huge rise in the social security bill conse¬ 
quent upon the trebling of unemployment. 
But this second failure is being disguised by 
the privatisation programme. The extent of 
this should not be underestimated. Including 
land and houses, the annual income fiom 
asset sales is £ 7 S billion, almost exactly the 
same as the PSBR. Curiously, but conve¬ 
niently, the government counts asset sales as 
‘negative expenditure’ rather than revenue, 
which means that the PSBR remains un¬ 
changed while spending is effectively 
doubled. So, surprisingly, we find that the 
government has reversed its monetarist 
obsessions and is steahhily reflating the 
economy—hiding its new policy only by the 
subterfuge of selling off capital and deduc¬ 
ting the proceeds from spending. (“Selling 
off the family silver”, as the former Con¬ 
servative Prime Minister Harold Macmillan, 
now Lord Stockton, described <t) 

This is not, however, much for the British 
people to rejoice about. For the government 
is not using the proceeds of asset sales to 
invest in British industry, in the crumbling 
infrastructure of roads, sewers, houses and 
schools, in information technologies or ad¬ 
vanced research and development The 
money is all going on tax cuts. This is 
equivalent to a company selling its plant to 
give shareholders a higher dividend. The 
govwnment has promised to cut taxes ever 
since 1979: through privatisation, it has now 
begun ho deliver. In his Budget in March 


Nigel Lawson took a penny off the standard , 
rate of income tax, and promised further 
reductions to come. But this will do little to 
stimulate the British economy or create jobs, 
since between 60 and 80 per cent of the ex¬ 
tra income will be spent on imports. It will 
also benefit the better-off far more than the 
poor, which makes the asset sales even more 
of a regressive redistribution of income. 

In fact, in the longer-term, the govern¬ 
ment's policy is economically ruinous. While 
it may be possible to sell capital assets to 
finance current consumption of imports in 
the short run, this cannot go on forever. 
When the government has run out of na¬ 
tionalised industries to sell, and in additim 
has lost the income from the profits they 
were making, it will be forced either to raise 
taxes again—by about 1 p per £ billion of 
sales- or to cut spending even more 
drastically, just to keep the existing finan¬ 
cial situation from deteriorating. This choice 
will come at just the time when the wind¬ 
fall of North Sea Oil revenues is beginning 
to run out. The prospect for the British 
economy in the 1990s is frightening. 

For the Ibries, however, this appears to be 
of little concern. With the General Election 
now less than two years away, the govern¬ 
ment is engineering a succession of cuts in 
basic income tax rates, financed by privatisa¬ 
tion, which It calculates will be sufficient to 
win the middle-income support it needs. It 
may be bare-faced electoral bribery, but it 
could well work 

Problem for Labour 

All of which poses a severe problem for 
the Labour Party. With its constitutional 
commitment to ‘common ownership of the 
means of production’, rank and file members 
and trade unions are demanding that Labour 
renationalises ail the industries sold off by 
the Tories, compensating shareholders only 
at the original price paid for shares. But the 
Labour leadership recognises that as a future 
government it simply will not have the 
money to do this, there will be higher 
priorities for public spending. Neil Kinnock, 
Labour leader, has already suggested that 
government control is more important than 
ownership; and that labour would not want 
to buy back shares owned by employees. The 
latter point is an interesting development. 

For as it debates w hat it will do with the 
legacy of privatisation the lafl is being forc¬ 
ed to rethink what it means by ‘common 
ownership’ The old model of ‘state 
capitalist’ nationalisation is increasingly be¬ 
ing rejected, in favour of more responsive 
structures involving workers’ and municipal 
control. Unions and local authorities are 
demanding to be involved in more 
democratic industrial decisiori-making and 
planning, while interest in the (rapidly- 
expanding) workers’ co-operative movement 
has revived. 11 it can be put into practice, 
this lethinking on the Left of the fundamen¬ 
tal principles of the organisation oi produc¬ 
tion may in the end be one ot the more 
useful things to come out of the privatisa¬ 
tion experience. 
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Punjab and the Developing Political Crisis 

Harish K Pnri 

Pkuijab in Indian Politics: Issues and Tlends edited fay Aimflc Singh; Ajanta 
Publications, Delhi, 198S; pp xvi 4- 479, Rs 65. 

Hie Punjab Crisis: Challenge and Resp«iae edited by ^ida Samiuddin; 
Mittal Publications, Delhi, 1985; pp xxi 4- 714, Rs 350. 


A LARGE number of books and articles 
have been written cm Punjab durina the last 
three years. Most of th^ were works of 
reportage and, bamng a few good exceptions, 
pi^uced quickly. Many were rather bad in 
their impart if not in intent. Much less has, 
however, come by way of serious analytis of 
the complex problem and its linkage with the 
developing political crisis in India. “Punjab 
in Indiim Politics", one of the few good books 
on the problem, is therefor^ to be wdeomed. 

This book was pianned on the premise that 
whatever happened in and to F^jab, pro¬ 
foundly affected the future of Indian society 
and politics and, therefore; required a serious 
examination of its various aspects as also the 
problem of communaUsation of politics in 
India in general. Amnk Singh, itt editor and 
a well known educationist, accordingly per¬ 
suaded a number of academicians and jour- 
nabsts to write on iu intendated but speciflc 
dimensions. 

As he says, the volume does not represent 
a unified approach. It wu not called for. In 
fart, understandably, there are diveq^t 
percepuons and formulations in different 
articles. What underlies practically all the 
writings, however, is a genuine concern for 
the future of our society. Thou^ a few of 
these verged on banality, even partisanship, 
and some of the BUthon turned out to be too 
wetl-meaning to go beyond the surface all 
put together, the volume makes rewar^g 
reading. 

The book is divided mto five sections. The 
first section includes artkies dealing with 
various aspects of the problem. Those 
discussing the situation leading to confom- 
tation were put together in the second. 
Articles in the third section, 'The First 
Round’, cover the kiUings whidi followed the 
assassination of Indira Gandhi. Emergent 
issues and consequences are the subject 
matter of the fourth section. The last section 
IS devoted mainly to reasons and conse¬ 
quences of communalisation of Indian polity 
The Punjab problem cannot be analyUd in 
isolation from what the Indian tod^ and 
polity are passing through. Though there is 
a considerable overlap in the issues discussed 
under separate sections, this organisation of 
material provides a semblance of order. 

Amrik Singh’s weil-mraning artide, ‘An 
Approach to the Problem’, discusses in the 
banning how a preference for confrontation 
overtook that for political settlement by 
negotiatioa leading to far more serious com¬ 
plications The reversal of the policy under 
Riqiv Gandhi has been appiedal^ Given the 
understanding that Punjab became ungover- 
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naUe when the AkaHs were out of power he 
wishes that the Congiess deddet to keep out 
of the power game hi Punjab, in tbe laiger 
intoest of the country, the way H did in Ihinil 
Nadu, and that the AJcalii, on the other hand, 
should win tiie goodwill of and share power 
with Hindus. AmenI Good intentions can 
also provide a rationalisation for refusal to 
cemfront the reality—for too complex—with 
reason. 

Akali contradiction 

The most well-researched article in the first 
section IS the one by Partha N Mukherji. It 
discusses at length the adoption of non¬ 
violent polittcal action and foil absorption of 
its spirit by the Akali Dai, under the influence 
of Mahatma Gandhi, as also the contradic¬ 
tions between the sacred and secular, during 
the Gurudwara Reform Movement of the 
twenties. These are flnaUy idated to the pre¬ 
sent crisis. This sodologicai analysis is 
cast m what Mukherji d^nbes as “the 
llifehanschaung tradition of understanding”. 
Micro-level pditical and social processes are 
therefore left aside. 

The study brings out two signifleant 
aspects of the obje^ve reality of the Dal’s 
ancestry and the Skh ethoi for special focus. 
One; Akali Dal’s continued commitment to 
non-violence in its political struggles, in spite 
of a paralld emphasis on marua! traditions 
of the community and ideological legitima¬ 
tion of violence. This is a major part of the 
reason that Akali Dal remained a political 
force to contend with. IWo; the enormous 
syrobttiic signifleance of the Ourudwaras m 
the Sikh ethos; in which their “supra¬ 
national identity” is centred. The first should 
draw pur attention to the fort that howsoever 
weak, indevant and compromiting the Akali 
leaders were made, under the shadow of 
Bhindranwaie’s guns ami the govemmoit’s 
compiidty in pushing them to his den. they 
did not quite ^ve up thdr path. The second 
should make it easier for people to com¬ 
prehend and appredaie the grievous hurt and 
i^er of mRliont of Skhs at the army ac¬ 
tion in the Gdden Ibmple in June 1984. This 
was despite the fact that not many of them 
had condoned the deseoatfon of the temple 
and ha conversion into a fortress. 

With his deep and sympathetic understan¬ 
ding of Akali Dal’s anoeMtJv Mukhoji Own 
squaidy placei before lha Akdia thdr most 
important {noUem: restitution of the con¬ 
tradiction between hs Communal” diaacier 
and ha pohtical amUtkms, If h retained ha 
tommund” ehanden h eodd peihapa new 
be sure of acquiring ausiained politicai pcNw 

S f oa o wl * and FolMral Vaekhr 

tfoiXXl.>ifr84„J«W*44. im J. .. 


If, on tte tiilMir hand, its dwee to 

seculariaeiiachttacieraadnHdBhabRiad- 
baaed ragioad Raitx k iwiidd mean'iktetai 
an impottaiil al|F*^ 8s eonlkwiity wkb ifo 

Tlf* ft a«riiiM«l iS» litM< WyBy 

the only fovomabie poUlicd situation in 
whidi this centnullction would become 
redundant is the concept tif Jfelf of the 

twenties (dej-or KMstm of the pmem 
times.” That thuation mgr «dl betfaelogicd 
culmination of the leAiad to iquardy eestilve 
the contradiction. 

Bhindianwali^ men and the ptesent dto 
extremisu wished to tcKdve tire contradic¬ 
tions creating that kind of “fovourdiie 
politied situation”. The fort that they chose 
the path of violent/terrorist struggle became 
their undoing. But whatever little ideologicd 
underpinning lay boreath that struggle was 
the dirert outcome of the Akali ideokigy aid 
politics. How for and how effectively the 
Akali Dd can continue to cash in on the 
fusion of the sacred and the secidar and yet 
fight agdnst the urge for the creation of that 
“fovourable politied ntuation" is a question 
that its leaders and countrymen cannot 
afford to ignore; not any longer. Mukherjee, 
meanwhile, reached a conclusion that “the 
resolution of the present crisis lies in 
facilitating the transition from fusion to dif¬ 
ferentiation of the sacred and the secular for 
the whole society”. Who would disagree with 
it? It is at least one of the imperatives 

That transition, however, cannot be 
facilitated only by a few leaders of one par¬ 
ty and certdniy not so long as the state con¬ 
siders rdigion as relevant to its decision¬ 
making or regards manipuiations of the 
affoirs of the Church as a l^itimate instru¬ 
ment in the service of ruling interests. 

Conciliation of Fundamentalists 

Mtar Slip’s article on ’The Management 
of Gurudwaras’ is very relevant in that 
context. He refers to the East Punjab Art 32 
of 1949 vriikh amended the Sikh Gurudwara 
Art, precisely with a view to transfer the 
management and finance of local Ouru- 
dwaras to the direct control'of the SGPC. 
This was, according to him, done under a 
“mistaken bcBef of the pro-Congreis group 
in control of the SGPC at that time foat it 
would be perpetually in power there and 
would be ifole to use the vast resources to 
its advantage. “Through the state Iqislation 
thds was litid the foundations for institu¬ 
tionalisation of the id<^ of the SGPC being 
a 'sute within a stat^. ” Their calculations 
misfired. It is only thereafter, says Attar 
Singh, that Ounidwuas became the centres 
of ^iticaf agitations. The resistance which 
might haveconre from considecBbly autono¬ 
mous load manat ing committees had been 
taken care of. 

In another case the Dethi Ounidwan Act 
was amended twice wkhin one year of 1971 
by Indira Gandhi’s government, maialy “to 
appease itt cronies”, The fodhi <3unttNwm 
Art 82 of 1971 amended Art 24 (Id the sfune 
year to provide a ftedt defiidtioo of a 
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"SiW—one who besidet pioftcsing Sildh 
religion and bdicwing and foliowing the 
teachings of Gum Omnth Saldb and the ten 
Gurus also Aseqw uiuhom Aolr. So the Union 
Parliainant one stroke haa put all the 
non-Khalsa and Sahgjdhari (non- 
Keshadhari) Sikhs out of the pale of 
Sikhism**. Such cronies for whose benefit 
even Parliament is led up the garden path 
became in effect the mnior supporters of 
Bhindranwale to beat the Akalis. The cover 
of the Church also provided free access to 
the “unaccounted and unaccountabie” 
resources and the muscle power of all kinds 
of wheeler-dealers of the underworld. %u 
wouldn’t touch them for fear of the cry of 
“Religion in Duiger**. 

Conciliation of the most orthodox and 
fundamentalist elements of different 
religious communities by concessions at the 
behest of the sute for short-run political or 
administrative gains, evidently puts the not 
so orthodox and the modernisers in every 
community in the dock. Sm the legislation 
of the Muslim Women’s Bill, the sute 
patronage of the Syedena of the Bohra com¬ 
munity, the support to Ekatmau 1&tta, the 
willingness to legislate a Sikh Personal Law 
and official patronage of tantriks and yogis; 
the list is endless. 

Those who don’t wish to be manipulated 
out of the game make do by outbidding the 
others. In substance, no^single agency could 
be held as responsible for deliberate com- 
munalisation of society and politics in India 
as the ruling party, particularly after 1977, 
by all it did throui^ perversion and distor¬ 
tion of demoCTatk institutions. %t this could 
not be attributed merely to the viciousness 
of a few powerful individuals. For deeper 
reasons one needs to look into the social 
system and tensions created by challenges to 
the existing power structure. 

Secularism, in theory and practice, is the 
theme of three other articles in the book. 

Rajni Kothari presents by now oft-repeated 
but meaningful formulations relating broadly 
to the decline of political institutions. In¬ 
stitutions evidently cannot function in¬ 
dependently of the socio-historical milieu. 
Their decline is linked with their increasing 
incapacity for creative re-ordering of fast 
chaiiging social leiations. Given howling ten¬ 
sions and heretofore deprived groups suk- 
ing claims to a share in power, primordial 
forces are brought to the centre-stage of 
politics 

Pritam Singh's animated article, in an 
earlier section, chronides the distonions and 
fabrications by the government and non¬ 
government m^ia which wittingly and un¬ 
wittingly tended to stir commund fears and 
passions It arouses righteous indignation in 
the reader and should make the governmem 
and media men sit up; The article on ‘'The 
Geo-poUdcal Ohn^on" by Bhabhani 
Sengupta points to the centrality of Purdah 
in Itt^an pofitks in the context of its geo¬ 
political Impoiiaiice—a warning fw the 
eomplacait. 

A,Ni Mctlofl of the book is also devoted 


to pieces of investi|ativc reportage on 
hdnous killings of Sikhs in Ddhi in 
Noveridier of 1984, showing a mirror unto 
us. Much of that haa however been read 
before. 

I^cularly educative in that context is an 
article on "Ibwn Planning Imidications* by 
Anutabh Kundu. Connecting the sociolo¬ 
gical aspects of the pattern of those killings 
w^ the sociological implications of existing 
pattern of town planning in Odhi, Kundu 
seeks to find an answer to the question 
“Why should the communal feelings or 
'nationalism' be more intense among the 
urban poor or the re-settlers who would not 
generally be aware of the country’s political 
situation and who do not have much at stdie 
in the formal natioruil system anyway?’’ The 
significance of the sociology of urbanisation 
in communal riots has been pointed to in 
several case studies conducted by Asghar Ali 
Engineer. Kundu now points to another 
significant dimension regwding implications 
of our town planning priorities with 
refoence to social relations in general and 
violence in particular. 

Thanks are dut to Amrik Singh for this 
collection of articles which helps in making 
sense of what happened in Punjab. 

Disappointing Source Book 

The title of the book “The Punjab Cnsis; 
Challenge and Response^’ edited by Abida 
Samiuddin, carrying a list of around seventy 
'Contributors’’ on the dust jacket, may 
perhaps be a little mideading. Actually it is 
a compilation of scattered published 
material on the Puqjab crisis, taken out of 
books, periodicals and newspapers. It may, 
more appropnately, be described as a 
“Source Book’’ than “a comprehensive 
reference book” for purposes of “further 
research”. Its strengths, peculiarities and 
weaknesses, therefore, should be viewed in 
the context of the objective it was designed 
to serve. 

This book brings to the benefit of resear¬ 
chers and other interested readers a very big 
collection (over 700 pages) of relevant 
material from a variety of sources, under one 
cover. The range of the material is wide. 
Besides sdected parts from three books, and 
a large number of articles and pieces of 
valuable contemporary reportage on hap¬ 
penings, it includes a copy of the White 
Paper along with analyses/obeniations made 
on that, surveys of reartioiu of people, con¬ 
ducted by the Indian Market Research 
Bureau, and opinions of distinguished 
leaders and intellectuals based on interviews. 
Nine appentfices at the end include, among 
others, reported speechcs/discussions on the 
WMte in the tok Sabha. 

An attemiw has also been made to classify 
the material which haa been put under tUf- 
feient pans and sections. The first section 
i^udes articles on socio-ptditical and 
economic dimensiomi of the pnmiem and 
tetteiis of terrorism. The remaining portion 


covers mainly writings relating to the 
Bluestar operation and its aftermath, stop- 
inng short of the assassination of Indira 
Gandhi in October 1984. 

Unfortunately, however, those who wish 
to use this source book for purposes of 
research are in for dismay. TItis is mainly 
because of a ne^ect of some of the basic 
norms required in the preparation of such 
books. Authenticity is the key thing. Com¬ 
plete absence of proper documentation as 
to the original source of a particular item 
is, for instance, a serious lapse. How would 
one know in which book, periodical or 
newspaper of which date, edition and page; 
etc, should one look up an item in the 
original. This is not a mere fetishism of 
research to give proper citations; it is to 
vouchsafe for authenticity and dependability 
of one’s source. It is fiirther expected that 
for each item which has a pagination in the 
original, page numbers be given in brackets 
within the reproduced text itself, so that a 
researcher should be in a position to cite the 
page number in the original and also recheck 
it in the original if need be. This was in fact 
the basic necessity to ensure the general 
reputation and authenticity of the compiler. 

Mistakes are likely to occur at various 
levels of the preparation and printing of a 
book and one notices quite a few in this 
one. In the very first article on 'Ethno- 
nationalism’ by K R Bombwall, reproduced 
from the Seminar, you find, for example, 
"givens of the human situation”, printed 
as “signs of the human situation”, and 
“National-Building” for “Nation-Building”, 
besides other mistakes of spellings and punc¬ 
tuation. There could be even more serious 
mistalKs. Since the Seminar article was itself 
a duly acknowledged reprint from the 
Punjab Journal of Mitics, a mention of 
that would have shown to the reader that the 
title of the article in the original was also 
different from the one given in the Seminar. 

in the case ot speeches/discussions in the 
Lok Sabha. the material would have been 
more reliable, had it been taken from Lok 
Sabha Debates, rather than from reports 
appearing in the newspapers. Authenticity, 
for the purpose of a researcher is also relati^ 
to detailed information about the credentials 
of a contributor. It does not in any way help 
if Shanti Swarup, a distinguished Professor 
of fkilttical Science, is described blandly as 
“A well-known Author”, Shaukin (not 
Shaugin) Singh as “correspondent—grown 
up in Punjab” and Subhash Kirpekar as just 
“young journalist”. And what should one 
do about the following? Gopal Singh 
(author of an article taken from the 
Economic and Political Weekly) who teaches 
political science at Himachal Pradesh 
University, Shimla, has been introduced as 
“A Sikh ^holar and Lt Governor of Goa”. 
Hopefully Samiuddin would lake note of 
these while bringing out the second edition 
of the book, since the present edition is 
reportedly out of print already. 
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ECONOMIC POUCY 
ENVmONMEIVr 

We are fortunate that the 
Government of Prime Miniater Rajiv 
Gandhi has so quickly established a 
refreshing record in initialing, wHh a 
measure of dynamism, well intended 
and progressive chants in the 
economic and industrial policies.' 
More striking and important than the 
policy measures themselves, has been 
the willingness of the Government to 
consult various shades of opinion on 
policy fonmulation and impimentation, 
be responsive to suggestions and even 
modify or annul policy changes which 
cause genuine hardship. The consul¬ 
tative process set in motion by the 
Onion Minister for Finance, if continued 
in earnest, will enable the industry to 
effectively proact and not mere^ 
react, to changes in the envtronmenl 
Such Business-Government co¬ 
operation wilt undoubtedly constitute 
the essential input for accelerated 
economic development. H is. however, 
important to altowa reasonable span of 
time before the beneficiat Impact of 
these long term polictes can be 
tangibly feh. 

POUCY FOR ROAD TRANSPORT 

Though 1985 fibs been witness to 
sevml pragmatic policy changes 
aimed at stimulating the economy and 
irrdustiy, it has been a great disappoint¬ 
ment that a key infrastructural industry 
such as road transport continued to 
receive low priority in the total frame 
work of developmental policy. Viewed 
in the content of these pioneering 
changes in economic ^licy and 
administration, the deltiy in formulating 
a long term development policy for 
road transport is indeed puzdirig. 

Fundamental to a reappraisal of the 
policy on road transport must be an 
appreciation of the realities of ccist 
structure in the road transport industry. 
Transport operations have become 
intrinsicaliy unviable due to relentless 
escalationof the cost base on one hand 
and stagnation of freight rates at 
unremunerative levels on the other. 
Road transport industry is either 
unorganised and fragmented or bound 
by social compulsions, with the result 
that higher freight or fare structures 
cannot be sustained with administered 
freight increase as in the case of 
monopoly transport systems such as 
the Railw^. Lowering of cost 
structure of road transport Is. therefore, 
not only logical but Is relevant to the 
needs «the economy In terms of 
controlling inflation. I now come to 
those components of road transport 
costs whicn nnerit attention. 

First, the cost of vehicles to the 
customer. In spite of tremendous cost 
control and price discipline exercised 
by manufacturers, incieases in 
administered prices of key inputs 
have served to push up the coat of 
manufacture. On top rif this, an' 


increase in excise duty by 4.25%, 
Imposed through the RnarKe A^ erf 
1986, has rttrf only negated the 
intended benefits of the MODVAT 
system, but has pushed up the price to 
the transport operator. Besides, excise 
duN has also been levied on body 
building activity. An excise duty or 20% 
on commercial vehiclet. which fulfil a 
key socio-economic need, is somewhat 
antithetical to the developmental 
imperatives of the economy. 

Second, the operating costs have 
also been subject to Increases related 
to upward revision of administered 
prices of dICKMl and other petroleum 
poducts, ostensibly aimed at control¬ 
ling consumption. Diesei cost accounts 
for 32% of the total cost of transport 
and 53% of the variable cost Increase 
in diesd prices directly affects viability 
of transport operations. Increase in 
prices of petroleum products also 
affects the pricing of tyres as 65% of 
material cost Is derived from petroleum 
sources. 

Next to dieseL tyres are a significant 
cost component accounbng for 20% 
of the tot^ cost of transport and 33% 
of variable cost Tyres also bear a 
punitive rate of excise duty ranging 
betvmn 45 arid '50%! 

It bears mention that transport is 
an essential activity, and increase in 
prices of input such as diesel will not 
reduce consumption. It can only make 
operations more expensive, and 
therefore, even more unviable. 

Conservation needs to be aimed 
at throu(rfi a positive strategy High 
performance, fuel efficient vehicles 
such as multi-axle vehicles and state- 
of-the-art engine technology using 
turbo-chargers wherever feasible, need 
to be encouraged. Operators need to 
be trained for better driving and 
maintenance pracbces Roads need 
to be prop^ly laid and maintained. 
Overaged vehicles of. say, 10 years 
and above, should be weMed out from 
the transport system. 

Along with all these, the 
Government must initiate measures 
to sec the last of that most vexatious 
form <rf taxation - the octroi hs 
removal will reduce the consumption 
of diesel fuel by at least 15%. besides 
diminatlrtg a major source of 
comipion. Moreover, the tum-around 
bme of the transport vehicles win be 
reduced dramaUesMy. leading to better 
deploymein of scarce capkal and 
higher productivily. R should not be 
bQiond the Ingenuity of our people to 
compensate the Stales to the extant 
necessary through the imposition of 
"whed tax" or some other shnllBr 
airangement, I recognise that such a 
measure is bound to be contehtious. 
butwhenawtryoneldksofconser- 
vMion of enMV Rnd putting an end 
10 conupiioA how can these octroi 
dieck posts and npkas be alowed to 
cantkHie to.hmdlion? 


The avatlabillta, quantum, and 
terms of finance have a maibr Impact 
on the viability of transport business. 
The entire thiddng Industry and a 
substantial portion of passenger 
transport industty are In the 
''unbrganlsed' private sector, artd 
nearly 90% of the trucks are single 
vehicle operators'. These operators 
are indigmt In the face of poor 
rational economics, and are totally 
dependent on bank finance. Scarcity 
of ftnaiKe and stringent repaymertt 
terms have, to a large extent, been 
lesponsiMe for low off-take of vehicles 
and poor recoveries. Viability Is sensitive 
to repayment period, and extension of 
repa^ent period to 7/8 years is an 
urgent imperative to protect viability 
of small operators. 

Funding problems are actrfe in the 
case of State Transport Undertakings 
(STUs) also. There has been a per¬ 
ceptible deceleration in fleet augmen¬ 
tation by STUs vis-a-vis their plans, 
due to erosion of operating margin 
by taxation and the constraints of 
inflexible fare structures. A Planning 
Commission stuctyof 24 STUs brought 
out that while 24 STUs made a profit 
of Rs. 170 crores before tax, they had 
incurred an affer-iax loss of Rs. 171 
crores. CXer the last few years, there 
’ has been a significant shortfall In 
acquisibon of buses vis-a-vis require¬ 
ment of STUs. 


In the recent past, the commercial 
vehicle industry has experienced 
serkKis demand recession e^ery 
aitemate year. The ImporlarKe of 
credit and taxation policies in 
governing market demand can be 
gauged from the fact that, in the past, 
recovery v»s invariably lir^ed to 
temporary support from the Govern¬ 
ment by way of liberalised bank finance 
and lowered excise duty/sales tax. 

There is. therefore, an urgent 
need to Initiate a package ofbold tax 
reliefs and credit allocabons to boost 
die sagging viability of this vital sector, 
k is necessary to undertake a funda¬ 
mental reappraisal of credit policy 
including quantum of finance, rate of 
interest repayment period, eligibility 
rarms. share of priority section 
aihwices in the total bank credit 
tefinatKirM facilities, insurance cover 
from nCGC establishment of 
exchjshe finance insCRutions, state/ 
central contributions, and die 
formation of an exclusive flnwicing 
cofRo r atton for the transport sector. 

As an urgent one-time measure, special I 
frindlng assistance should be ghm 
to Situ to enable repiacem e nt of 
o v e r a g e d Beet and to achieve adeast 
» augmentation to Beet every yoar. 

Growth of the road tramport 
kiduaby is cloaety Inked to growth 
of road network M k conatmitae 
the fundamenM btfraittucture vRi4 for 
movement of people and goods. While 
road transport has been yimBng 
abeabfe and conafrtenlffy bictesalng 
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under severe pressure as it was not 
possible for your Company to compen 
sale the steep mcreascs in administered 
prices of the basic inputs such as 
steel and power with matching pnee 
increases of finished products given 
the lecetsioneiy conditions In the 
road tiansport industry end highly 
competitive commercial vehicle 
market conditions Your CoiTtoany had 
also to absorb the impact of wage 
settlements at Ennore and Hosur units 
With continuing control on manu 
factoring and financial expenses, 
your Company was able to achieve a 
profit before tax of Rs 4 47 ciores 
as comparedto Rs 6 49crores in 1964 
In view of the sharp erosion in proA 
taNily and continuinq pressures on 
the business, your Duectors have 
thought It prudent to recommend a 
lowerdtvidmdof 10% n compared to 
18% in the previous yea This has 
indeed bem a difficult decision for 
your Directors and I am confident that 
rfwmbers would appreciate the 
ectenuating circumstances which 
made this recommendation inevitable 
OUTLOOK FOR 1986 
The road transport industry 
continues to face a difficult situation 
While costs of operation have increased, 
freight rales continue to be un 
remunerative adversely ^eebng 
operational viability Recent 
Government measures - increase of 
excise duty impbsition of excise 
duty on txxly building and increase 
of prices of diesel and other petroleum 

E '^ucts - have led to further esca 
bon in operabonal costs These 
measures have undoubtedly depressed 
the market conditions further 
Tangible buoyancy in road tmns 
port sector will be contingent on 
sustained growth to the economy on 
one hand and a coherent well 
meaning tiansport development 
pohey on the other 

With the marginal slippages 
already evidenced to agn^ural and 
todusirtal sectors of the economy 
and considenng the trend rates of 
peifomnarKe and certain inherent 
weaknesses in the economy reWed to 
administered price increases public 
sector surpluses inflatlonaiy trends 
and effective rgsource availability 
I am Inclined to believe that m the 
cuirent year road transport wiH only 
beo^ marginafiy from the planned 
economic growth 

Your Company is fully alive to the 
chaOenges of competing for higher 


volumes and market share mvdiatwilt 
•ssenbaHy be a slow growth market 
to the short term Your Company has 
already mlroduced more fuel einclent 
product options to support this 
obieclive with implementation of 
other product improver* «nt and diver 
sification plans on the anvA I am 
confident that your Compaity wiU 
further strengthen its presence to the 
commerciel vehicle maiket. 

Your Company wiU also take steps 
to improve the profitabili^ of the 
busineas by e conbnuing control on 
operabng costs and opbmum ubli 
sabon of resources Dunng the first 
garter of 1986 a pnee Increase of 
5% on vehicles has dready been 
effected to maintain profitability in 
the face of cost escalabons. 

PRODUCT FLANS 

Your Company backed by 
established inhousc Research and 
Development skills has always been 
in the forefront seeking to futfil the 
toiperataves of high performance fuel 
efficiency driving and nde comfort and 
safety 

I am happy to infonn you that the 
AL 6 65 engine dewloped tohouSe, 
has met the fuel efficiency norths 
sbpulated by the Government and Is 
pemaps the only indigenous engine 
tor medium du^ commercial vehicles 
to do so This engine is now available 
as standard fitment in a range of 
vehicles and has won appreciabon 
for the tangible impact on on road 
fuel economy 

Your Company has pioneered the 
concept of mulb ^e vmldes in India 
Having regard to the superior ope¬ 
rational economics of the muW axle 
vehicles further devdopmental 
work has been taken up on two new 
models which will be introduced to the 
market In early 1987 

Your Company which has a 
robust reputation in passermr 
transport is now poised to uirther 
strengthen the product range in this 
sector Mew buses with longer wheel 
base have been offered to State 
Transport Undertakings (STUs) to 
meet their needs of metropolitan 
transport. A new rear engined bus to 
specifications drawn by a Government 
s^nsored Working Group is now in 
prototype stage This bus will be test 
marketed in later half of 1986 Your 
Comparw in response to demands 
from STus IS also pqised to supply 
totegral buses and vpsbbuled bum 
Ideal for dense routes 


Plans are under mpfemenlatloA 
to Introduce a modem aerodynamic 
ergonomic front end staucture onthe 
productrangc Mecessaiymanu 
ractunng tofrasbucture is being 
cretoed Ihiot^ your Company s joint 
venture with iiDCO 

Developmental woikon 8/10 tonne 
GYWvehldes has also been completed, 
and the first lot of buses wiH be m 
trodured in the market late in 1966 
These vehicles wiH fill the need in the 
maiket place for a truly optimal inter 
mediate vehicle to cater to applications 
which fall between light and medium 
loads 

The leading edge of product 
development will be m terms of the 
Hino W senes engines proposed to 
be manufactured m technical collabo 
ration with Hno Motors Ltd Japan 
The Technical Collaboration 
Agreement has been approved by 
the Government The first batch of 
vehicles fitted with Hino engines wi8 
be test marketed in fourth quarter of 
1986 


Hino W series engines are highly 
fuel efficient and vcignt effective end 
capable of high performance to a wide 
power band The doltaboFatton wW 
enable your Company to forttier 
strengthen its prMuct range with 
state of the art technology 


Efforts are now under way to 
update the heavy end of the product 
range to terms of higher perromnance 
and more sophisticated fetoures for 
diversified target applications. Plans 
are also being drawn up to further 
aagment and diversi^ product rertge 
for special appHcotiona. 
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Perpetuating Undemutrition 

Kamala S |aya Rao 

Agricultural Development and Nutrition (eds) Arnold Pacey and Philip 
Payne; Hutchinson Press, London, 198S; pp 251 


THIS book deals with problems in the 
measurement of food consumption and 
malnutrition and how they affect agri' 
cultural development in India. The book is 
divided into three parts; the first two deal 
with food consumption and malnutrition, 
while the third is devoted to food and 
agricultural policy. This review is concerned 
only with the first two parts. 

This part of the book contains no new 
information nor arc new insights offered into 
the problem of malnutrition. There is much 
needless repetition of arguments. There has 
lately been a long, controversial debate 
(much of which was carried in this journal) 
regarding measurement of undernutrition 
and the significance of small body size. This 
book, at the most, keeps the controversy 
alive, by employing arguments already put 
forth others. 

The first part of the book deals with pro¬ 
blems in defining undernutrition, difficulties 
in fixing human energy and protein require¬ 
ments and with problems in collecting food 
consumption data. The second part discusses 
the various causes of malnutrition and the 
criteria for identification of target groups for 
intervention programmes. 

Ever since Indian nutritionists have 
demonstrated that given the proper environ¬ 
ment, food and health care, Indian children 
can grow as well as those in the Western 
developed nations, the question whether it 
is necessary for the former to have such 
growth rates at all, has cropped up per¬ 
sistently. The question is not only raised, and 
understandably so, by Westerners, but un¬ 
fortunately even by Indian scientists. This 
book tries to remind us that the growth 
attained by Western children is not without 
disadvantages—such as perhaps obesity, 
heart ailments and so on—in later life. 
Anyone willing to enter this trap would do 
well to ask whether any concerted attempts 
are afoot by the Western nutritionists to 
deliberately bring down the birth weights 
and curtcM the growth rates of their children. 
The authors suggest, as others have done 
before, that functional criteria such as the 
state of physiological performances be used 
to define malnutrition. And, what prevents 
someone else from arguing that the LDCs 
. need not have physiological functions on par 
. with the Westerners—this has already been 
said by some nutritionists. 

I? We are then led to the corollary of this 
^.argument, namely, whether people in 
developing countries really need to consume 
;vrQ 0 d sufficient to meet’the recommended 
^"bnergy intakes. The theory of ‘adaptation* 
^16 low energy intakes is invoked, with the 

boeo 


by now well-publicised aigument that low 
energy intates need not necessarily be 
associated with obvious measurable adverse 
effects. Concern is voiced that in view of tiK 
limited resources available in LDCs, the 
really needy may not be reached, if the cut¬ 
off points for adequacy of energy inuke are 
set too high. 

Scientists may debate the cut-off poinu 
for assessing low energy Intakes or defining 
undernutrition. They may, and indeed 
should, be concerned about availability of 
resources and how best to use them. It 
would, however, be most unscientific to 
lower a threshold, and thus reduce the 
magnitude of a problem, merely to suit the 
government’s pocket—the proverbial Pro¬ 
crustean bed. The identification of the 
various gradations of a problem is the scien¬ 
tists* job. The grades to be tackled are best 
left to administrative judgment; that also 
depends to a large extent on political will. 

A table (p 41) from Chen el al is taken to 
illustrate how by accepting a higher cut-off 
point for defining malnutrition, a larger 
number of ‘not needy* children also receive 
the benefits of treatment. The table also 
shows that as the cut-off point is raised, the 
number of 'needy* children (those who vrill 
die in the absence of nutritional interven¬ 
tion) also increases. This is conveniently 
manipulated into ratios to argue that the 
proportion of those who would not have 
died in the absence of the intervention is 
high. These are termed ‘false positives* and 
here death alone is considered the criterion 
for intervention. One is tempted to ask 
whether anyone has ever worked out the 
percentage df ‘false-positives’ among 
children in a developed nation who have 
received the whole gamut of the immunisa¬ 
tion schedule—no, it is dl a matter of 
resource availability and priorities, we would 
be told. 


No intervention programme of the magni¬ 
tude that a country like India needs, can be 
accurately focuseri on the most- needy 
groups. A certain number of the not-so« 
needy may receive the benefits and a certain 
number of the so-called really needy may get 
excluded. This is bound to be so, whatever 
the yardstick used for identifying bene- 
ficihries. On the other hand, many a welfare 
programme has failed ptecUely because the’ 
area of focus was too narrow. 


Strange statements are made in the book, 
to impress upon the reader that Indians 
should not aim at Westetii standards of 
growth (p 92): "We may asii ^whether even 
if all human groups have basically the saone 
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genetic potentialr national standards should 
not stiU be used becasue they take account 
of environmental and eooiiainfc tHffiBencesI 
A fixed oivironment and economic tutus, 
rather than the tame growth potential, 
would be more convenient to handle and 
more suiuble ptdiiics-wise. 

The midtiple factors interacting in the 
development of undernutrition, and which 
are by now well known, arediscu^ in port 
II of the book. This is followed by a discus¬ 
sion as to how attaching more importance 
to nutrient deficiency mi^ ieadto idmtifying 
wrong target groups. AU the aetiological fac¬ 
tors are interlinked and stem from the basic 
problem of poverty. Anyone conversant with 
the existing socio-economic situation in 
India would easily recognise that, whichever 
of the factors is considered, the target group 
in the community will remain essentially the 
same. While it is nobody’s case that the en¬ 
vironment should not be improved, this does 
not in any way lessen the importance of lack 
of food as a significant contributor to 
malnutrition. The statement (p 50): "to over¬ 
state the case concerning malnutrition may 
distract governments from the politically un¬ 
comfortable usk of redistributing wealth'* 
is absurd, to say the least. Since the book 
deals also with agricultural development, it 
is clearly an attempt to thwart such develop¬ 
ment in LDCs. 

There is nothing in the book to recom¬ 
mend its reading except that it reveals that 
forces which would like perpetual under¬ 
nutrition and poverty in the LDCs will use 
even science as a means to do so; and scien¬ 
tific knowledge, with its mask of infallibility, 
is a very powerful weapon. This book is 
actually based on background papers 
prepared by a workshop organised by the 
Indian Council of Agricultural Research 
(ICAR) at Haryana in 1962, to which the 
Nutrition Policy Unit of the London School 
of H^ene and Dopical Medicine was 
invited. The objective of the ^rkshop was 
to determine priorities for the inclusion of 
nutrition in post-graduate training courses 
in agricultural univeiaities in India. This 
raises questions as serious, if not more, as 
those raised by the contents of the book. 
Was not the ICAR nble to identify Indisui 
experts in nutrition and agriculture? What 
special expertise did. the London School 
possess to be invit«l as a partidpartt? 
Perhaps this was reciprocated ^ a promise 
of a free trip or two to the UK, to sonu 
senior sciaitists in the ICAR; ib a country 
where naticmal secrets are traded for a bot¬ 
tle of Black A White, this is no gnat crime 
Or, is it that we cannot still s)^ off the 
shackles of slavery ^ fe^ folflfied oidy 
when our erstwhile ntlert protHWoee fiieir 
bebedictioas? Oi; is it that wtAoutthefa'sup¬ 
port thecoutttry wfil not l^^i^ to distraet 
attention from "poUticaliy uncomlbftable 
tasks’^ 
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Economics vs Stigma 

Socio-Economic Dynamics of Rural Leatherwork in UP 

Swqjay Siaha 

Increasing exports of Indian leather and leather goods in recent years have been matched by a growing interest 
in the potential for realising further quantitive and qualitative growth. In this context, the development of this 
traditional industry-based on a widespread natural resource-holds out considerable promise of employment 
genavtion in rural areas. Yet, white macro-level trading figures draw attention, there remains a wide gap in our 
knowledge of vital factors at the village level on which the entire industry is based—the organisation and ac¬ 
tivities of rural leatherwork, the pattern of employment and the economic returns. 

Substantial changes have occurred in the traditional village-based leather industry over the past 140 years. Caught 
in the vice of rapid techno-economic changes in the leather industry on the one hand, and relatively slow social 
liberalisation in rural areas on the other, rural leatherwork has seen a very substantial proportionate decline in 
the numbers of persons engaged in the activity. While the traditional social stigma attached to persons engaged 
in the activity has contributed to this decline, economic factors have also played an important part. Conversely, 
there is evidence to show that wherever skills for the production of modern goods have been assimilated and 
financial constraints overcome, the activity has flourished even in rural areas. 

This paper is based principally on a study of rural leatherworking in Gorakhpur, Kanpur and Meerut districts 
of Uttar Pradesh. 


INCREASING exports of Indian leather 
and leather goods in recent years have been 
matched by a growing interest in the poten¬ 
tial for realising further quantitive and 
qualitative growth In this context, the deve¬ 
lopment of the traditional industry—based 
on a widespread natural resource—holds out 
considerable promise of employment genera¬ 
tion in rural areas. Mrt, while macro-level 
trading figures draw attention, there remains 
a wide gap in our knowledge of vital factors 
at the village level on which the entire in¬ 
dustry is based—the organisation and ac¬ 
tivities of rural leatherwork, the pattern of 
employment and the economic returns. 

Substantial changes have occurred in the 
traditional village-based leather industry 
over the past 140 years. Caught in the vice 
of rapid techno-economic changes in the 
leather industry on the one hand, and 
relatively slow social liberalisation in rural 
areas on the other, rural leatherwork has 
seen a very substtntial proportionate decline 
in the numbers of persons engaged in the 
activity. While the processing of hides and 
skins (tanning) has consequently become a 
very limited activity in rural Uttar Pradesh, 
thm U, however, evidence to show that 
leatheigoods' production is still a flourishing 
activity in situations where the skills for the 
production of modern goods have been suc¬ 
cessfully assimilated and where flnancial 
constraints have been overcome. At the 
primary level of carcass collection and flay¬ 
ing, technical progress has been viitually 
oei^gible; dw concentration of this activi^ 
in a relaciv^ finir hands has been dicttted 
as ihuch by todo-ptditlcal as by economic 
imperativet. 

This paper it based on asiudy of ieather- 
in three of the moat important areas 
for the ^ctMty In Hoar Pradesh.'The field 


survey, conducted in 1983, covered 47 
families in Gorakhpur district, 44 families 
in Kanpur district and 46 in Meerut district 
It also incorporated some background in¬ 
vestigation of the hide and leathergoods 
trading systems in these areas. Thus, the 
status of the industry in three different 
economic environments was assessed. The 
effects of the relatively depressed econormc 
environment of eastern UP at Gorakhpur, 
whoe leatherwork is dominated by the trade 
of Chauri Chaura raw bides* market, were 
compared with the tannery-dominated 
Kanpur environment and the more vigorous 
environment of Meerut in western UP, where 
local and trade demand for leathergoods, 
rather than for hides, is still an important 
factor. 

I 

Historical Evidence 
ORGANISATION 

The traditional organisation of the cot¬ 
tage leather industry was based very largely 
on the principle of a self-sufficing village 
community which undmlay the Hindu 
Jnjmani System Each village had its own 
workers in leather These worken flayed the 
dead animals of their ‘jidmans* (patrons), 
tanned the hide or skin and made up the 
leather into shoes, irrigation buckets or 
drum heads for use by the latter. In the larger 
villages, a fiincuonal H>ecialisation between 
flayiitg/taiuiing on the one hand, and 
leathergoods productkm on the other, occur¬ 
red amongst leatherworkcrs. These local 
workers supplied the needs of the agri- 
cuhuiat population without the intervmition 
of tndcn. Only when the supply of hides 
the village exceeded demand for 


leathergoods, were raw hides or locally 
tanned leather sold foi supply to urban- 
based tanners or goods' manufacturers The 
trade is leather manufacture was, thus, prac¬ 
tically restricted to the demand of the city 
classes and army requirements.^ 

The stKio-economic status of the tradi¬ 
tional village leatherworkcr was governed 
largely by the working of the jajmani system. 
The philosophical and religious sanction 
provided to the system by the Laws of Manu 
left artisanal activities to be performed by 
the Sudra, who was ‘to serve meekly’ the 
other three castes * Under this dispensation, 
the leatherworker (or chamar) served the 
village not only as a Sudra but, in perform¬ 
ing an unhygenic task, gravitated to one of 
the lowest ranks of Sudra above only the 
Bhangi or sweeper and cesspool cleaner. 
According to Wiser's investigation, the 
leatherworkers ‘most nearly approximate^ 
the position of staves of any of the menial 
castes in the village’ * Along with the duty 
of supplying leathergoods to his patron, the 
chamars were called upon to do dl kinds of 
field and house work including manuring 
fields, making bricks, building and plaster¬ 
ing mud walls, making baskets and ropes, 
feeing cattle, cleaning cattiesheds, cutting 
stone and digging wells. The chamar women 
were expected to serve in the households of 
the jajmans—cleaning and grinding grain, 
husking rice, ginning cotton, and perform¬ 
ing any other household tasks suitable for 
persons so low in the social scale in most 
parts, the chamar’s wife also held the 
hereditary position ol rmdwife Most of the 
time, chamars were at the back and call of 
their jajmans, particularly of the most 
powerful of the Brahmans who utilised most 
of the chamars’ time 
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Along with these rather exacting duties of 
the chamar went certain rights. According 
to the Laws of Manu, the Brahmans must 
provide suitable maintenance for the 
Sudras.’ The jajman’s dead animals were 
the property of their leatherworkers. At one 
time, the latter not only utilised the hide of 
the animal but also ate its flesh—though 
with gradual Sanskritisation the practice of 
eating the flesh of fallen animals was pro¬ 
gressively abandoned. Ibgether with other 
*kam karne walas’. Niser found the chamar 
enjoying the privilege of free residence sites, 
free timber for house building and imple¬ 
ments. access to edible greens and fruit as 
well as to fodder and grazing grounds. In 
addition, the chamar had a small plot of 
land granted him by his Brahmin jajmans 
in payment for his labour; he had the 
privilege of gleaning the wheat and barley 
fields in which he had assisted in making 
irrigation beds, and could count on the free 
use of raw materials such as arhar stalks for 
basket making. More direct compensation 
available to chamars included, in 1936. VA 
seers of grain for making a new leather well 
bucket, 2 annas for repairing the well bucket 
and a chapati or less for repairing shoes. 
Baskets sold for 2 pice of 2 'A annas. When 
hides were sold to hide-dealers they fetched 
Rs 5-S for a buffalo hide, and Rs 2-4 for cow 
OT bullock hides in washed and sun-dried but 
untreated form.*^ 

Tluditionally, the tanning of hides for sale 
outside the village was undertaken by a sub¬ 
caste of chamars known as ‘rangii^literally, 
dyer. The name of the sub-caste appears to 
have been based on the effect of the tanning 
materials used in the traditional process. 

Evolution 

In the north of India, the foundations of 
the modern leather industry were laid as a 
direct consequence of the uprising of 18S7. 
The system of obtaining boots, harness and 
saddlery for the British army from Indian 
contractors was disrupted. The subsequent 
^stly and wasteful’ system of obtaining 
stores from England led to the proposal to 
produce high quality leather locally. After 
the training of tanners in the ‘Madras 
System’ in the 1860s, the government 
Harness and Saddlery Factory, was establi¬ 
shed at Kanpur in 1867 by Captain J 
Stowart.’ The functions of the factory were 
to undertake taiming and currying of leather 
and to make all harness, saddlery, etc, for 
the entire (British) army in India. Later, a 
number of private tanneries were also esta¬ 
blished at Kanpur—under government 
supervision—to form the core of a growing 
industry in competition with local village 
tanners and leatherworkers for raw hides 
and skins. Indication of the existence of such 
competition is provided by Walton (1903) 
who asserts that ‘only the largest tanneries 
find local supplies insufficient’. 

In the meantime; the discovoy in America 
of the chrome processes of tanning created 
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an enormous demand for raw hides and 
skins in the West. From 1899, increasing 
quantities of raw hides and skins were ex¬ 
ported from Madras as both demand for 
Indian vegetable and bark-tanned hides fell 
in foreign markets and the prices of raw 
hides rose to levels that local tanners could 
no longer pay. 

According to Gadgil (1971), “the village 
tanner was perhaps the hardest hit of all the 
village artisans” by the extraordinary rise in 
the world prices of raw hides and skins 
around 1900. Wherever he had to buy his 
raw materials, the hide dealer supplying to 
exporters or city tanneries was easily able to 
outbid him. The bonds of custom were not 
strong enough to withstand these economic 
forces and, even within the jajmani system, 
violent disputes broke out over the right to 
dead cattle. In some cases, jajmans began 
to dispense with the services of the chamars 
and to demand payment for the skins of 
their dead animals. The sudden breakdown 
of the system reduced the country tanner to 
a very poor condition. While a few were 
absorb^ by the urban tanning industry, 
most were driven to full-time agricultural 
labour.' 

The hide trade has historically been in the 
hands of Muslims, who became very wealthy 
as the trade was highly profitable. ‘‘Hindus 
(would) not deal in hides by reason of 
religious prejudice”.’ After the establish¬ 
ment of the Kanpur tanneries, the growing 
demand for hides from the organised sector 
appears to have led to an increasing involve¬ 
ment of chamars in the trade. Not only did 
this occur at the levels of village dealer but 
also at the wholesale centre. Though Chauri 
Chaura does not find mention, Crooke 
(1896) reports that the expansion of leather 
trade at Kanpur had made it agmt chamar 
centre. ‘‘Many of them have become wealthy 
and aim at a standard of social respeeiaWlity 
much higher than their rural brother.. 


Market only 


Market only 
Kanpur, Calcutta 

An indication of the margins available in 
hide trading around 1900 is obtained from 
the following figures. Taders paid Rs 2-6 ac¬ 
cording to quality and weight for untreated 
cow, bullock and buffalo hides purchased 
by retail.'’ These sold in salted form at 
Rs 75-125 per score or in arsenicated form 
at Rs 8-8 to Rs 14-8 per lb (corresponding 
to Rs 34-58 per maund or Rs 9-15 each) " 
The practice of trading by weight encourag¬ 
ed ‘native dealers (to) lay on the Khares (salt) 
very thick to gain weight’, leading to the ab¬ 
sorption of so much moisture that in damp 
heat, hides were apt to rot whereas in dry 
heat, the hide hardened excessively by con¬ 
tracting the skin fibres. Hides cur^ several 
months previously «ere likely to decompose 
with soaking before becoming soft. (Thus 
Captain Stewart of the Govenment Ihnnery, 
Kanpur warned that great precaution was re¬ 
quired in the selection of dry-salted hides.) 

Ikaditional leathergoods’ manufacture 
was undertaken by the chama. m the village 
Where fhnctional specialisation existed, 
manufacture was undertaken by a sub-caste 
known as ‘mochi’. Generally, mochis by 
virtue of their profitable trade regarded 
themselves as being higher in status than the 
humble village chamar.'^ 

Despite the decline of the traditional 
tanfter, at this time, there is little in the 
literature to suggest that mochis were 
seriously affected, 'fo the extent diat (at least 
urban) mochis were able to obtain better 
tanned skins from the large tanneries, they 
are said to have been better off. There was 
no competition in traditional leather pro¬ 
ducts from any organised sector industry. 
However, to tlw extent that hides were be¬ 
ing diverted from rural tanners to l«ge tan¬ 
neries and/or to exportm there it bound to 
have been some decline in availability of raw 
materials to the village moehL particularly 
from areas dote to rngjor raw tide markets 
such at Chauri Chaura." 
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Contenporary SituadtMi 

VILUW3E Collection and Flavinc 

The villsge collection and flaying system 
employed in contemporary Goiidihpur is a 
looM version of the conventional jajmani 
system. As chamar families left die industry 
in response to a combination of economic 
and social imperatives, the village was 
divided up amongst the tetivt' families who 
thereby obtained expanded iaimani areas. 
Succeeding generations of ‘inacdvd chamars 
were not able to practice as village leather 
workers since the rights to the hides of 
village animals were aliedy fully distributed 
amongst the active families. However, with 
increasing monetisation of the economy, 
‘jajmani’ rights and compensations declin^ 
and increasing number of chamers no longer 
considered it worth their while to accept the 
exacting duties that went with them. 

IVvo factors reinforced the exodus from the 
village leather industry. One the other hand, 
zamindari and land reforms made alter¬ 
native means of production and increasing 
avenues of employment available to the 
village leatherworker; at the same time, in¬ 
creasing social modernisation after 1M7, 
rather than serving to reduce the social 
stigma associated with the ‘unhygienic* 
activity of working with animal carcasses, 
has effectively promoted its awareness 
among leather workers themselves. 

In contemporary Gorakhpur, the vast 
majority of chamar families are no longer 
active in the industry. Village collection and 
flaying of dead animals is undertaken by the 
few chamars active in this work—known as 
‘gaonhas’, of whom there are no more than 
one or two families per village. If there is 
one gaonha in a village, the entire village is 
his jajmani area. In the case of more than 
one family being active—usually only in the 
larger villages—the area is divided amongst 
them by the village panchoyat. Although the 
system of jgjmani rights and duties has 
largely broken down, the rights of the 
gaonha to the dead animals in his area 
remain virtually intact. In return, at least one 
woman from the gaonha’s fkmily must act 
as village midwife The gaonha is also ex¬ 
pected to play the drum at his jajmans’ wed¬ 
ding ceremonies and act as village caller for 
panchayat meetings. 

In Kanpur, the decline of the jajmani 
system is more pronounced. Though there 
is a rough average of one flayer per gram 
s^ha area (compared to more than one per 
revenue village in Gorakhpur), they are not 
evenly distributed in all the villages. With 
the colI^Me of the jgjmani system, those 
choosing to continue in the aaivity have 
formed themselves into teams of 3 or 4— 
usually living in the same village or two 
neighbouring villagea. Each flaying team 
cover an area of 4-3 villages where it enjoys 
certain flaying righu by virtue of geogra¬ 
phical proximity rather than on account of 
any so^ or legal sanction. 

Unlike Gonikhpur, Kanpur flayen are not 


invariably chamars. In tome areas no ibnger 
served by chamar flaynt, bhangb (sweepen) 
—virtually the only caste below chamars in 
the Hindus social scale—and other com¬ 
munities hove taken over die activity. Of the 
19 filling families interviewed in the course 
of the field survey, 14 belonged to the 
chamar community. Of the others, two are 
bhangis, two Muslims and one a JeUad. 

In the relatively prosperous rural econo¬ 
mic environment of Meerut, the jajnuuii 
system has become little more than the ghost 
of a vaguely remembtted past Chamars are 
rarely to be found undertaking the collec¬ 
tion and flaying of carcasses in the region. 
The activity has been taken over almost en¬ 
tirely by bhangis or by dom tribals. Unlike 
Gor^hpur and Kanpur, however, fliQiers in 
Meerut are rarely own account workers. 
They are predominently employees, either 
piece-rate or salaried, of contraa holders or 
their licencees in each block. 

In Meerut, contracts for the collection and 
storage of hides and bones have been award¬ 
ed by the Zila Parishad throughout each 
block. A single block contractor—paying 
from Rs lOfiOQ to Rs 1 lakh per yrar—then 
usually licences groups of villages to others, 
retaining a part of the block where he 
organises collection and flaying through his 
own network of godowns. Contractors are 
typically Muslims or rich chamars whereas 
licencees are usually chamars. Where Meerut 
chamars ate still involved in flaying, they are 
licencees working for thonselves. However, 
the number of such flaying chamars is ex¬ 
tremely limited—no more than S-7 per cent 
of the total number of flayen in the district. 

Trading System 

The system of trading through which the 
flayed hide is supplied from Gorakhpur to 
the large-scale tanneries bated at Kanpur 
or Calcutta is illustrated in the Figure. 
Generally, village flayers who have access to 
a little capital and some knowledge of the 
workings of the hides* market such as those 
at Chauri Chaura, act also as traders. This 
is largdy a hereditary occupation. They 
travel on bicycles from village to village— 
usually within a 5-7 kms radius—in search 
of flayen with hides to sell. The price of a 
flayed hide is negotiated on the spot accor¬ 
ding to quality and size and the transaction 
completed on a cash or (8-15 days*) credit 
basis. Every one or two weeks, depending on 
the availability of hides, the village trader 
makes the journey by bus or bicycle with 
the hides he has flayed in his village or 


bought ftom his trading area to the nearest 
wholesaler. 

The social composition and credit terms ' 
prevailing in other tiers of the trading system 
ate present^ in Ihble I. The remarkable 
feature here it the reduction in period of 
credit borne by the village level worker in 
Kanpur. This arises from the extra option 
available due to the proximity of the large 
tanneries. At Meerut, whole^ers buy for 
cash from small licencees. Contractors 
sdiing their week’s coUections to tannery sup¬ 
pliers at Hapur operate at the same level as 
the wholesaler. 

Local Processing of hides and Skins 

After the establishment of large-scale tan¬ 
neries in the latto- half of the nineteenth cen¬ 
tury, such ‘rengias’ as were able to continue 
in the industry did so either by catering 
entirely to traditional village demand or by 
congregating around the major markeu 
where a peripheral demand for traditional 
tanned leather still existed. With the 
discovery of chrome tanning and the in¬ 
troduction of this process to India, the 
number of ‘active’ rangias declined further 
as there was no longer any demand for their 
services outside the limited confines of the 
village The increasing distribution of 
chrome tanned shoes in rural areas in recent 
decades and the introduction of alternatives 
to such traditional leather goods as irriga¬ 
tion buckets and bullock harnesses, led to 
the active rangias becoming an increasingly 
rare phenomenon. 

In Gorakhpur district today, traditional 
leather tanning is virtually extinct as an ac¬ 
tivity. In contrast to the thousands of village 
collection and flaying units (virtually one per 
village), discussions with knowledgeable 
people in the area suggest that there are no 
mpre than 100 tanning families in the entire 
district. 

Unlike the situation of flayers, more tan¬ 
ners survive in their traditional occupation 
m Kanpur district than in Gorakhpur. Com¬ 
pared to four concentrations of tanners 
found in the latter area, as many as eight 
to ten consisting of around 200 families are 
reported to be active in Kanpur. By contrast 
to Gorakhpuf and Kanpur, the traditional 
tanning Industry in Meerut presents a fairly 
vigorous picture. Though there are no more 
than eight to ten locations of traditional tan¬ 
ners in the Meerut area, they are much huger 
concentrations than elsewhere, consisting of 
around SO families each. As many as 400-450 
tanning families are reported to be active in 
the district. 


Table 1 


Hading Level 

Thider‘s 


Credit Tferms* 



Community 

Gorakhpur 

Kanpur 

Meerut 

Flayer 

Chamar 

8-15 

4- 7 


Village trader 

Chamar 

15-29 

4- 7 

— 

Wholesaler 

Chamar or 
Muslim 

29-43 

29-43 

15-30 

Agent 

Chamm 

— 

_ 


Supplier 

Muslim 

30-60 

30-60 

30-60 


AAMie; 1 D^rs of credit provided to the next tier of the trading system. 
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LOCAL LEATHEROOODS INDUSTRY 

Although the traditional cobblers 
(modus) were not significantly affected by 
the developments in the leather industry in 
the late nineteenth century, the later estaUi- 
shinent of large scale units for the produc¬ 
tion of modern style shoes and the gradual 
popularisation of these shoes amongst the 
elite in the rural areas led to the decline of 
local leatherworking. This decline has been 
particularly rapid with the aocderation of 
the change in tastes over the past two 
decades. 

While the local manufacture of tradi¬ 
tional shoes (and other local leatheigoods) 
has been drastically reduced, the effects on 
the fortunes of the local industry have not 
been entirely destructive. Factory or urban 
cottage-industry produced goods used by the 
rural population require repairs—for which 
the mochi has the necessary skills. The 
gradual acquisition of skills and capital and 
access to ‘modem’ matenals requir^ to pro¬ 
duce modern style shoes and sandals, have 
also served to arrest the decline of the rural 
industry to a certain extent. In addition, 
mochis in some parts of UP have become 
involved in other less traditional applications 
of leather such as m the manufacture of 
garments, sportsgoods, and machine parts 
(valves, washers, linings, gaskets). Though 
these latter mochis are generally u^an, there 
has inevitably been some spill-over of the ac- 
ovity into the rural areas. 

The mochis engaged in the leathergoods 
industry in UP today can be classified into 
four distinct types. The product-mix and 
economic situation of these mochis is shown 
in Ihble 2. 

In Gorakhpur, demand for chamraundhas 
(traditional shoes made exclusively from 
traditional tanned leather) is so restricted 
that the activity is now undertaken almost 
SRclusively by those involved in tanning. The 
traditional mochi in Kanpur combines 
chamraundha production with shoe repair 
on a custom basis. Others with access to 
capital attempt to improve their earnings by 
tapping sections of the chrome leather juti 
and modern shoe markets. The latter type 
of moclu is referred to henceforth as a Hrans’ 
(for transitioiul) mochi. His failure to com¬ 
plete the transition to modern mochi is 
usually on account of shortage of capital to 
acquire the necessary equipment to [^uce 
the finished appearance required to market 
modern shoes. The Meerut traditional mochi 
is mainly a juti producer with a still vibrant 
though declining local market. 

The demand for traditional shoes is high 
in the marriage season, when they are 
bought as part of the groom's ceremonial 
dress and also in the winter when the older 
and more traditional men of poor rural 
faiiulics prefer the relative comfort of leather 
to the hard plastic of the commonly prefer¬ 
red type of factory produced shoe The latter 
is able to outcompete the chamraundha 
amongst the poor and middle class rural 
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consuman—being available in a variety of 
colours and at the very low prices of Rt 3-10 
per pair. 

The‘maiginai’mochi is mainly the‘repair 
only* type of mochi, in Oorakhinir. He is 
primarily a marginal farmer and agricultural 
labour. He has nrither the skill nor the 
financial csqiacity to maaufaeture modern 
type shoes. He or his fordhthers were once 
involved in chamraundha production but 
gave it up for lack of an adequate return. 
This type of mochi undertakes repair work 
purely as a subsidiary activity in order to 
suiH>lement his income. 

There are also innumerable modils of this 
sort in Uw Kanpur area—particularly in and 
around Kanpur city. If based in a rural 
rather than suburban area, however, they 
also undertake some production of chamra¬ 
undhas if only in very limited numbers. Ear¬ 
nings from repairs are rinUlar to those in 
Gorakhpur in the slack season but can go 
at high as Rs IS per day in festival and mv- 
riage seasons. 

In Meerut, repair work it rarely under¬ 
taken by itself or as a main activity. Repairs 
arc carried out by the shoe producers as a 
subsidiary activity 

The manufacture of shoes and sandals of 


the modem type is a highly skilled acrivity. 
Mainly CKtay produ^ ehlome-taiined 
MitfWff ii Wffdi Iffit N iT bft* 

ing used only occasionally for the inner soles 
of sandals. By the ttandiuds of the cottage 
leather imlustry, a rdatively large amount 
of apital is required. Consequently, the 
numbtf of such mochis in rural Gorakhpur 
isextremdylow. Generally, they are loe^ 
in semi-uiban settlements (sudi as bkxk 
headquartere or the prindNe villages in a 
block) and have acquired their skOl from 
their fathers or as a result of migrant work 
in leathergoods centres such as l^pur and 
Agra. The density of such mochis increases 
as one moves west. Kanpur has concentra¬ 
tions of modem mochis in semi-urban set¬ 
tlements whereas in Meerat they can even 
be found in some of the larger villages. 

In Kanpur and Meerut, more expensive 
shoes rather than sandals are the preferred 
items of footwear. Repairs are uiulertaken 
by modem shoe producers to a very limited 
extent compared to Gorakhpur, this being 
regarded as the domain of the ‘less skilled’ 
juti producer. 

On the three areas surveyed, leathergoods 
production in the rural areas is found on a 
significant scale only in Meerut district. 


Table 2; Mochis or Utiar Pradesh: Propuct^ix and Economic Situation 
Type of Mochi _ Product-Mix and Other Information _ 


Gorakhpur 


Kanpur 


Meerut 


Ihiditional 


Margmal mochi 


Modern mochi 


Leather goods* 
producer 


iraditiotial taiuiing Chamraundha produc- Mainly jutis. 
ma-in activity. Produce tion combined with Good demand. 


Chamraundhas only. 
Demand mainly for 
weddings. 

Repairs only. 

Income low. 

Chrome leather 
sandals/some shoes. 


shoe repair and/or 
chrome juti production. 
Demand moderate for 
jutis. Shoes also made. 
Some Chamraundha 
production. Income 
low to moderate. 

Shoes and sandals. 
Repairs. 


Not a main activity. 


Repairs abo undertaken. Demand/income high, 
Donand/income very numbers moderate 
high, numbers low 


Mainly shoes. Limited 
repairs. Considenble 
competition. Demand 
high. Income moderate 


—none Identified- 


-none identified- 


Sportsgoods—footbaUs, 
voBcybidls, wrives for 
handpumpe Income 
good. 


Table 3: Incombs of LeATHBKwoaaRS in Utiar Praobsh 


Category of Worker 

Per Capita Income 
(Rs per annum) 

Proportion of Income' Realised 
turn Lcatherwork 

Okp 

Knp 

Mrt 

Okp 

Knp 

Mrt 

Village flayer 

434 

917 

1003 

8.3 

47JI 

48.6 

Flayer-trader 

330 

564 

mite 

36.6 

6A4 

... 

Bumer 

919 

834 

1522 

70.5 

67.0 

84.7 

IhBneT-inochi 

1158 

-w 

-V. 

46.7 

mm. 

oam 

Village-mochi 

419 

1219 

1382 

27.1 

45.0 

89.9 

Ihuis-inochi 


770 

892 


84.6 

56.5 

Modem moriiis 

1489 

1950 

998 

69.5 

76J 

82.9 

Leathergoods producer 


-re* 

1316 

— 

— 

m 


iVoir. 1 In per ccitt. 
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Economic Status and Retunis 
to Labour 

Ab indication of the economic uatus and 
teturns to labour of fiutulies involved in rural 
leatherwork wai obtained from an analysts 
of the ndd survsy data. Per cqdta incomes 
earned by traditional leatherworkers in 1M3 
were fbund to be well below the national 
average of Rs 1350.*^ “nible 3 shows that 
flayers (whether trading or not) and tradi- 
tkmal mocbii (c»ept in Meerut) belong to 
the poorest sections of the populiuion, their 
per capita iaconies falling below or around 
the pcnwity threshold of Rs 900 per annum 
in 1983. Ihnneis, while still livi^ in some 
degree of poverty are much better off, pro¬ 
bably lyi^ close to the UP avenge in 
Oorakhpur and wdl above in Meerut. 
Modern mochis, on the other hand form a 
prosperous group by themsdves with an 
avenge per capita income wdl above the 
nauonal average in Gorakhpur and Kanpur 
and at least upto the national poverty 
threshold in Meerut 

For most categories of leatherworkers in 
Conkhpur. the income earned from the in¬ 
dustry constitutes lest than SO per cent of 
total family income. In Kanpur. 45-70 per 
cent of household income is derived from 
leatherwork and in Meerut over 70 per cent 

In terms of tune spent in paid work, the 
poorer fanubes involved m primary leather- 
work have to make the maximum effort out¬ 
side the industry In Kanpur and Meerut, 
however, access to other work is very Umited 
except m the case of village flayers who sup¬ 
plement then incomes substantially through 
agnculture (in Kanpur) and animal husban¬ 
dry (m both areas). 

An assessment of the returns of the labour 
of leatherworking families shows that 

(1) Returns to leatherwork tend to be higher 
than those to other work. 

(2) Low returns to ‘other work’ of Rs 2-4 
per person ch^ in Otuakhpur and Rs 3-S 
for some categories in l6uipur suggest 
that own account work in agriculture 
and animal husbandry is undertaken up 
to a point where the maiginal product 
of liAour is wdl bdow the market wage 

(3) There IS a consistent increase in the daily 
returns to labour in leatherwork from 
Oorakhpur to Meerut. 

(4) 1b the coniMen^le extent that returns 
flom leatherwork are higher than those 
from other work, it would appear that 
the proportion of mcome reidiied from 
this activhy is a flincdon of the demand 
in each area for each type of activity. 
Thus, higher proportioiu in Meerut 
reflect the more fhvDunble economic cn- 
v iro mn e nt for the cottage leather m- 
dustry there. However, the relative scar- 
dty of the modem moChi in Oorakhpur 
lesulu in high annual earnings per 
«Qrlttr~-Rs 8^ fiompared to Rs di7<)0 
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per wmlrer m Kanpur and Mcemt. 

The returns to labour in leatherwork are 
crudally dependent on the trading system 
for the marketing of the outfit from the 
activity. The primary leatherworker’s share 
of the final pre-procesdng value of the hide 
is related to (either or both oO proximity to 
tile tannery and mstitutioaial constramts 
such as access to ermtracts Or licences. The 
Kanpur flayer, situated dote to the tarmery, 
appropriates 60 per cent of the pre-proces¬ 
sing vdue compared to the OoralApur fhqwr 
who obtains only 36 per cent. The Meerut 
flayer, excluded from independent activity 
by the contract system, reaves a mere 20 
per cent of the final value as payment 
coble 4). 

The rdative success of the modem mochi, 
particularly in Gorekhpur and Kanpur bears 
tome explanation The reasons are largdy 
the converse of those tar the poor returns 
to chamraundha production: 

(i) Modem leather sandals and shoes are 
increasingly preferred by the rural 
population Thou^, initially, only the 
rural ehtes were able to purchase them, 
now the middle peasant groups also use 
such footwear In Meemt, even some of 
the smaller farmers now aim to wear 
modem shoes at least on special 
occasions. 

(ii) A large proportion of the demand for 
modern leather footwear is directed to 
tiie local mochi because he produces a 
rebable product at a price lower than 
that charged for factory-produced 
goods. As a local person he is regarded 
as more accountable than distant, 
faceless, large-scale manufacturers 

(iii) A factor which also mitigates the poor 
returns to chamraundha production is 
that the still limited, though growing, 
demand for modern mochis’ products 
(sandals and shoes) it far higher than 
the few rural producers are able to meet 

IV 

Development Dynamics 
DECLINE OF RURAL LEATHERWORK 

Stigma or Economics? 

In the course of the survey of leather¬ 
working families, some effort was devoted 
to obtaimng a feel for the imporunce of 
social stigma as a determining factor in par¬ 
ticipation in the industry. The issue was ap¬ 
proached in a dynamic framedpork with 
<|uestions about the involvement of sons in 
the activity. 

Of the 47 families interviewed in Gorakh¬ 
pur disttict, 19 (or 40 per cent) reported 
social stigma as a signifi^t factor in their 
lives. In most cases, sons had either declin¬ 
ed to be involved in the work or were cur¬ 
rently studying but were not interested in 
beccmiing involved after the completion of 
their studies. In 4 of the 19 cases the feebng 
of bting stigmatised had no material effect 


as soiu were involved In the work hi spite 
of it. The reports of stigma were virtu^ 
uniform across the branches of the industry. 

Similar results were obtained for the other 
two areas In Kanpur, 16 of the 44 fhmilies 
mterviewed reported stigma and in Meerut, 
17 out of 46. Unbke Oorakhpur, stigma was 
not found to be uniform across the branches 
of the mdustry Here; those working with 
finished leathcr-mochis of all sorts— are 
reguded as skilled craftsmen anti treated at 
least on par with other village artisans. It 

15 the raw hide workers (flayers and taimers) 
who are stigmatised on account of the nature 
of their work. 

The importance of economics at a factor 
in the industry’s deebne was investigated fay 
Ouettioning respondenu about changes that 
have taken place in the bidustry over the past 
ten years 

Compared with 11 out of 21 flayers and 
flayer-traders reporting stigma, as many as 

16 (out of 21 responding families) reported 
a dMline over the past decade in the avail- 
abitaty of carcasses for flaying in Gorakhpur. 
The mam reasons for this decline appear to 
be an increased tendency of owners to sell 
off old animals (presumably for slaughter), 
a deebne in the number of farm animals with 
an increase in the use of tractors, and an in¬ 
creasing tendency amongst the upper castes 
to bury their dead cattle; especially milch 
animals 

Similar tendencies were reported in the 
other regions but reports of decline in car¬ 
cass availability per flayer were very limited 
The number of flayers appears to have 
declined even faster than the decline in the 
number of carcasses available so that 4 
flayers in Kanpur and 12 m Meerut actually 
reported an increase in the amount of work 
per flayer Several respondents in all three 
areas tiso reported that hide prices were 
substantially higher (by about 50 per cent) 
3-4 years ago (when raw hide exports were 
allowed) 

Daditional mochis uniformally report a 
deebne in the demand for chamraundhas. 
This has caused a considerable decline 
in the returns to the labour involved in 
manufacture. 

Village mochis, deriving a major part of 
their income from repainng, on the other 
hand, appear to have a rather ambivalent 
view of recent trends. Demand for their ser¬ 
vices IS said to have increased in recent years 


Table 4; Dhtiubution of Benefits from 
Primarv Carcass Work 

(Perctntagts) 


Category 

Oorakhpur 

Kanpur 

Meerut 

Fbiyer 

35.8 

60.0 

168 

Flayer- 

trader 

266 

16 7 

566 

Wholesaler 

122 

13 3 

80 

Agent 

26 

— 

— 

Tannery 

supptiei 

22.8 

10.0 

186 
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Local Leatherooods Industry 

Although the traditional cobblers 
(moehis) were not significantly aflected by 
the developments in the leather industry in 
the late nineteenth century, the later esti^li- 
shment of large scale units few the produc- 
tibn of modern style shoes and the gradual 
popularisation of these shoes amongst the 
eliu Ui the rural areas led to the decline of 
local leatherworking. This decline has been 
particularly rapid with the aoederation of 
the change in tastes over the past two 
decades. 

While the local manufacture of tradi- 
Uonal shoes (and other local leathergoods) 
has been drastically reduced, the effects on 
the fortunes of the local industry have not 
been entirely desttuctive. Factory or urban 
cottage-industry produced goods used by the 
rural population require repairs—for which 
the mochi has the necessary skills. The 
gradual acquisition of skills and capital and 
access to ‘modern’ materials required to pro¬ 
duce modern style shoes and sandals, have 
also served to arrest the decline of the rural 
industry to a certain extent. In addition, 
mochis in some parU of UP have become 
involved m other less traditional applications 
of leather such as in the manufacture of 
garmenu, sportsgoods, and machine parts 
(valves, washers, linings, gaskets). Though 
these latter mochis are generally urban, there 
has inevitably been some spill-over of the ac¬ 
tivity mto the rural areas. 

The mochis engaged in the leathergoods 
industry in UP today can be classified into 
four distinct types The product-mix and 
economic situation of these mochis is shown 
in Ikble 2. 

In Gorakhpur, demand for chamraundhas 
(traditional shoes made exclusively from 
traditional tanned leather) is so restricted 
that the activity is now undertaken almost 
csiclusively by those involved in tanning. The 
traditional mochi in Kanpur combines 
chamraundha production with shoe repair 
on a custom basis. Others with access to 
capital attempt to improve thdr earnings by 
tapping sections of the chrome leather juti 
and modem shoe markets. The latter type 
of mochi is referred to henceforth as a Hrans’ 
(for transitional) mochi. His failure to com¬ 
plete the transition to modern mochi is 
usually on account of shortage of capital to 
acquire the necessary equipment to p^uce 
the finished appearance required to market 
modem shoes. The Memit traditional mochi 
is mainly a juti producer with a still vibrant 
though declining local market. 

The demand for traditional shoes is high 
in the marriage season, when they are 
bought as part of the groom’s ceremonial 
dress and also in the winter when the older 
and mote traditional men of poor mral 
families prefer the relative comfort of leather 
to the hard plastic of the uimmonly prefer¬ 
red type of factory produced shoe The latter 
is able to outcompete the chamraundha 
^ amongst the poor and middle class rural 


consumers—being availiMe in a variety of 
colours and at the very low prices of Rs 5-10 
per pair. 

The‘maiginai’mochi it mainly the‘repair 
only’ type of mochi, in Oorakhinir. He is 
primarily a marginal farmer and agricultural 
labour. He has neither the skill nor the 
financial capacity to manufacture modom 
type shoes. He or hit forehtthert were once 
involved tai chamraundha production but 
gave it up for lack of an adequate return. 
This type of mochi undertakes rqiair work 
purely as a subsidiary activity in order to 
supplement his income. 

liiete are also irmumereble mochis of this 
sort in the Kanpur area—particulariy in and 
around Kanpur city. If based in a rural 
rather thui suburban area, however, they 
also undertake some production of chamm- 
undhm if only in very iimited numbers. Ear¬ 
nings from repairs are dmilar to those in 
Gorakhpur in the slack season but can go 
as high as Rs 15 per day in festival and mar¬ 
riage seasons. 

In Meerut, repair work is rarely under¬ 
taken by itself or os a main activity. Repairs 
are earned out by the shoe producers as a 
subsidiary activity 

The manufacture of shoes and sandals of 


the modern tjqie is a highly skilled activity, 
Mainly Uetmy produced chrome-tanned 
- leather b uscri. tradBtiaiial taiued leoth^ 
ing used oidy occasionally ibr the inner soles 
of sandals. By thestaUbvds of the cottage 
leather industry, a relativdy large amount 
of caidtol b required. Consequently^ the 
number of such mochb In nual Gorakhpur 
is ectremdy low. OeneniBy, they are located 
m semi-urban scttlenients (such as blodi 
headquarters or the principle viOages in a 
Mock) and have acquired their skfll from 
their fathers or as a result of migrant work 
in leathergoods centres sudi as Kanpur and 
Agra. The density of such mochis bicreases 
as one moves west. Kanpur has concentra¬ 
tions of modern mochb in semi-urban set¬ 
tlements whereas in Meerut they can even 
be fojind in some of the larger villages. 

In Kanpur and Meerut, more expensive 
shoes rather than sandab are the p^erred 
items of footwear. Repairs art undertaken 
by modern shoe producers to a very limited 
extent compared to Gorakhpur, this bring 
regarded as the domain of the ‘less skilled’ 
juti producer. 

On the three areas survqcd, leathergoods 
production in the rural areas is found on a 
significant scale only in Meerut district. 


Table 2; Moons os Uma Pradbsh: Pbopuct^ix and Ecxwomic Situation 


Type of Mochi 


Daditional 


Marginal mochi 


Modem mochi 


Leather goods’ 
producer 


Product-Mix and Other Information 


Ootakbpur 


Kanpur 


Meerut 


Ikaditional tanning Cfaamimundha produc- Mainly jutb. 
ma-in activity. Produce uon combined with Good dmuuid. 


Chamiaundhas only. 
Demand mainly for 
weddings. 

Repairs only. 

Income low. 


shoe repair and/or 
chrome juti production. 

Demand moderate for 
jutis. Shoes also made. 

Some Chamraundha Not a main activity, 
production. Income 
low to moderate 


Chrome leather Shoes and sandab. 

sondals/some shoes. Repairs. 

Repairs also undertaken. Demand/income high, 
Dmand/income very nuroben moderate 
high, numbers low 


-none identified- 


—none identified- 


Maiidy shoes. Limited 
repairs. Consideiable 
competition. Demand 
high. Income modeiate 


Sportsgoods—footballs, 
volleybidls, valves for 
hamfeuDips. Income 
good. 


Tabu 3: Incomes of LBAiHBawoRKaas w Urtut Poaobsh 


Category of Worker 


Per Capita Income 


pR^ordon of laeoiM* Renlbed 
from Leatberwork 



Gfcp 

Knp 

m 

Gfcp 

Knp 

Nbt 

ViUa^ flayer 

434 

917 

1003 

8,3 

474 

484 

Flayer-trader 

sso 

564 

«*. 

36.6 

644 

— 

Ih]]^ 

919 

834 

1522 

70J 

674 

84.7 

Ihnner-mochi 

1138 

— 

..N. 

46.7 

«« 

.m. 

Village-mochi 

419 

1219 

1382 

27.1 

43.0 

894 

Tlans-mochi 


770 

892 


844 

56.5 

Modern mochis 

1489 

1950 

998 

694 

764 

824 

Leathergoods producer 

— 

— 

1316 

— 

— 

844 


Mms: 1 In per cent. 
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Economic Status and Returns 
to Labour 

An indication of the economic status and 
letains to labour of families involved in ninl 
leatherwork was obtained from an analyns 
of the field survey data. Per caidta incomes 
earned by traditional leatherworkers in 1983 
were found to be well bdow the natimal 
average of Rs 1330,'* Ihble 3 shows that 
fbqiert (whether trading or not) and tradi- 
ti(^ mochls (except in Meerut) belong to 
the poomt sections of the populMion, their 
per cai^ta faKomes falling below or around 
the ptmrty threshold of Rs 900 per annum 
in 1983. Ihnners, while still Hvi^ in some 
degiee of poverty are much better off, pro¬ 
bably lying cloM to the UP avoage in 
Oorakhpur and well above in Meerut. 
Modern mochis, on the other hand form a 
prosperous group by themselvet with an 
average per capita income well above the 
national average in Gorakhpur and Kanpur 
and at least upto the national povmy 
threshold in Meerut. 

For most categories of leatherworkers in 
Oorakhpur, the income earned ftom the in¬ 
dustry constitutes less than 30 per cent of 
total family income. In Kanpur. 43-70 per 
cent of household income is derived from 
leatherwork and in Meerut over 70 per cent. 

In terms of time spent in paid work, the 
poora- families involved in primary leather- 
work have to make the maxbnum effort out¬ 
side the industry. In Kanpur and Meerut, 
however, aceSss to other work is very limited 
except in the case of tillage flayers who sup¬ 
plement their incomes substantially throu^ 
agriculture (bi Kanpur) and animal husban¬ 
dry (in both areas). 

An assessment of the returns of the labour 
of leatherworking families shows that: 

(1) Returns to leatherwork tend to be higher 
than those to other wmrk. 

(2) Low returns, to ‘other work’ of Rs 2-4 
per person d^ in Gomkhpur and Rs 3-3 
for some cathodes in fUmpur suggest 
that own account work in agriculture 
and animal husbandry is undertaken up 
to a point where the mar^nal product 
of hdsour is well bdow the market wage 

(3) There is a consistent increase in the daUy 
returns to iabour in leatherwork from 
Goiakhpur to Meerut. 

(4) lb the considenble csttent that returns 
ftom leatherwork are higher than those 
from other work, it would appear that 
the proportion of income tealited from 
thu activity is a function of the demand 
in each area for each type of activity. 
Thus, higher proportions in Meerut 
reflect the mote ftnouiaUe economic en- 
vkonment for the cottage leather in¬ 
dustry there. How^, the relative scar- 
chy of the modem moclu in Gorakhpur 
muhs in hM annual earnings per 
vioriia^^ I^OO'Compliad to IUd,700 


per worker in Kanpiu and Meerut, 
liw returns to labour In leatherwcffk arc 
crucially dependent on the trading system 
for the marketing of the outfit ftom the 
activi^. The primary leathaworkn’s share 
of the flntd pre-proc^ng value of the hide 
is related to (dther or both of) progtimity to 
the tannery and institutional cotutralnts 
such as access to contracts or licences. The 
Kanpur flayer, situaied dose to the tannery, 
antropriates 80 per emit of the pre-proces- 
sirig value compared to the Goiakhpur flayer 
who obtains only 36 per coit. The Meerut 
flayer, excluded from independent activity 
by the contract system, receives a mere 20 
per cent of the fltial value as paymmt 
cabled). 

The rdative success of the modem mochi, 
particularly in Gorakhpur and Kaimur bears 
some ei|danation. The reasons are latgdy 
the converse of those for the poor returns 
to chamraundha production: 

(i) Modem leather sandals and shoes are 
incrcMingly picflerred by the rural 
population. Though, initinlly, only the 
rural elites were able U> purchase them, 
now the middle peasant groups also use 
such footwear. In Meerut, even some of 
the smaller farmers now aim to wear 
modem shoes at least on special 
occasions. 

(ii) A large proportion of the demand for 
modern leather footwear is directed to 
the local mochi because he produces a 
reliable product at a price lower than 
that charged for factory-produced 
goods. As a local person he is regarded 
as mote accountable than distant, 
faceless, large-scale manufacturers. 

(iii) A factor which also mitigates the poor 
returns to chamraundha production is 
that the still limited, though growing, 
demand for modern mochis’ products 
(sandals and shoes) Is far higher than 
the few rural producers are able to meet. 

IV 

Development Dynamica 

Decline of rural Leatherwork: 

STiCMA OR Economics? 

In the course of the survey of leather¬ 
working families, some effort was devoted 
to obtaining a feel for the importance of 
social stigma as a determining factor in par¬ 
ticipation in the industry. The issue was ap¬ 
proached in a dynamic framework with 
qumtions about the involvement of sons in 
the activity. 

Of the 47 families interviewed in Gorakh¬ 
pur district, 19 (or 40 per cent) rei>orted 
social stigma as a significant factor in their 
lives. In most cases, tons had either declin¬ 
ed to be invttiyed in the work or were cur¬ 
rently stwiying but were not interested in 
becoming involved after the completion of 
their studies, in 4 of the 19 cases the feeling 
of bring stigmatised had no material effect 



as sons were involved in the work in t|dte ^ 
of it. The reports of stigma were yirtuhBy ' 
uniform across the bnmdies of the industry.' 

Siinilar results were obtained for the other 
two areas. In Kanpur, 16 of the 44 (hmihes 
interviewed report stigma and in Meerut, 
17 out of 46. Unlike Gorrithpur, stigma wag 
not found to be uniform across the branches 
of the industry. Here, those working with 
flnished lemher-mocys of aH sorts—«R. 
negarded as skilled craftsmen and treated at 
least on par with other village artisans. It 
is the raw hide workers (flayers and taimers) 
who are stigmatised on account of the nature 
of their work. 

The importance of economics as a factor 
in the industry’s decline was investigated by 
questioning respondoits about changes that 
have taken place in the industry over the past 
ten years. 

Compared with II out of 21 flayers and 
flayer-traders reporting stigma, as many as 
16 (out of 21 responding families) reported 
a decline over the past decade in the avail- 
riiility of carcasses for flaying in Gorakhpur. 
The main reasons for this decline appear to 
be an increased tendency of owners to sell 
off old animals (presumably for slaughter), 
a decline in the number of farm animals with 
an increase in the use of tractors, and an in¬ 
creasing tendency amongst the upper castes 
to bury their dead cattle; especially milch 
animals. 

Similar tendencies were reported in the 
other regions but reports of decline in car¬ 
cass availability per flayer were very limited. 
The number of flayers appears to have 
declined even faster than the decline in the 
number of carcasses available so that 4 
flayers in Kanpur and 12 in Meerut actually 
reported an increase in the amount of work 
per flayer. Several respondents in all three 
areas also reported that hide prices were 
substantially higher (by about 30 per cent) 
3-4 years ago (when raw hide exports were 
allowed). 

Haditional mochis uniformally report a 
decline in the demand for chamraundhas. 
This has caused a considerable decline 
in the returns to the iabour involved in 
mraufacture. 

Village mochis, deriving a major part of 
their income from repairing, on the other 
hand, appear to have a rather ambit^em 
view of recent trends. Dnnand for their ser¬ 
vices is said to have increased in recent years 


Table 4: DisreiaunoN of Benefits from 
Primary Carcass Work 


Category 

Gorakhpur 

Kanpur 


Flayer 

33.8 

60.0 

16J 

Filler- 

trader 

26.6 

16.7 

566 

Wholesaler 

12.2 

13.3 

8.0 

Agent 

2.6 

— 

* 

Thnnery 

suppUei 

22.8 

*'%).0 

18.6 
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With aa increase in the use of plastic shoes 
by the middle and lower class of peasant 
fitmilies. These shoes need frequent repairs 
ns their initial life is no more than 3-6 
months. With repeated mending they can be 
made to last upto two years—the average Ufe 
of a chamraundha. Nevertheless, as families 
that might otherwise have been more pro¬ 
fitably involved in chamraundha manufac¬ 
ture. the economic effect of modernisation 
on their activities has been considerable 

It is the rural mochi who has transcend¬ 
ed the skill and capital barriers between sub¬ 
sistence production and modern footwear 
manufacture who is the real beneficiary 
from the change in tast towards organised 
sector output. Modem mochis report both 
rising demand and rising prices for their 
products—an economic benefit slightly 
offset by the stigma sometimes attached to 
leatherwork. Tb the extent that supply is 
below existing rural demand levels for their 
products, particularly in Gorakhpur and 
Kanpur, however, there is concurrently a 
grudging respect for a skilled artisan satis¬ 
fying an unfulfilled local demand. By oblig¬ 
ing the rural elite, such mochis are able to 
exercise a certain amount of influence. In 
Meerut, both influence and returns are 
reduced by a relative abundance of the skill 
and hence of the supply of locally made 
modern footwear. 

The conclusion indicated by the leather- 
workers’ responses is that, although stigma 
has obviously played a considerable part in 
the decline of the cottage leather industry 
in recent years, it is far less important than 
the economic problems increasingly faced by 
families involved in the industry with the 
growth of the organised sector, with increas¬ 
ing monetisation of the economy and with 
the breakdown of the jajmani system. Those 
chamars who have achieved some economic 
prosperity—as modern mochis or as agents, 
wholesalers or contractors—appear to com¬ 
mand considerable respect despite working 
with leather. 

Stigma- Status Consciousness 
OR Hygiene? 

In the context of the above discussion, 
the nature of the stigma reported by the 
respondents bears examination. In the 
disease-prone society of ancient India there 
was an inevitability to the descent of the 
leatherworker—working with animals often 
killed by disease and prone to rapid decay 
after death—to the lower rungs of the sodid 
scale Fbr as long as the caste system 
operated rigidly, effectivdy precluding any 
possibility of social mobility, the stigma 
associated with leatherwork was an accepted 
part of life Despite the development of func¬ 
tional specialisation, neither the mochis nor 
othef'diamars (no longer associated with 
leatherwork) were able to shake off the 
stigma. 

The loosening of the barriers to social 
mobility in recent years, however, has created 
a more fluid situation. Many chamars, able 
to acquire an education have also acquired 
■ status with reserved jobs in the public sec¬ 


tor. A status consciousness lias devdoped 
within the chamar community itsdf as 
others too have aspired to the security and 
prosperity of a government jobi Hygiene is 
not the ody issue; rather it is the low status 
traditionally associated with leatherwork. 
Thus, even modern mochis working only 
with ‘clean’ chrome-tanned leather have a 
eeruin degree of stigma attached to them 
(though in this case the sterna is mitigated 
by the high demand for the skill in rural 
areas). 

In Meerut, a similar status consciousness 
combined with increasing education and 
alternative employment in local small in¬ 
dustries. appears to have encouraged chamar 
flayers to shift ‘upwards’ within the industry, 
becoming tanners or mochis, or to move out 
of the industry altogether. Their place has 
been taken by bhangis who report an im¬ 
provement in their sutus as a result. Becom¬ 
ing flayers has meant a step up in the social 
scale for them compared to their forebears 
who were mere sweepers. 

Education appears to be of little signifi¬ 
cance in the consciousness of stigma 
amongst the younger generation in a region 
where hteracy levels are generally low. Thus, 
of a total of 320 persons in the 47 families 
in Gorakhpur, 61 (19 per cent) mainly in the 
6-20 age group were found to be literate 
Overall, 119 persons (37 per cent) belonged 
to families reporting stigma; 30 of these (2S 
per cent) were literate Though the hteracy 
rate was only slightly higher amongst these 
families. 6 out of 7 persons educated to high 
school level and above belonged to them. 
Specific responses from these educated 
young men include feeling a sense of ‘guilt’ 
about their family background when in the 
company of school mates. 

In the more dynamic economic and socud 
environments of Kanpur and Meerut, no 
clear correlation emerges. The educational 
level of families reporting stigma is no higher 
than that of the total sample in these two 
areas. Here, stigma is related mainly to the 
functions performed indicating that hygiene 
IS relatively more important as a factor con¬ 
tributing to stigma than in Gorakhpur. 

ECONOMIC Evidence 

The data obtained from the field study as 
well as the scattered pieces of evidence 
available in the literature aiq^iear to validate 
the respondents’ assertions about the general¬ 


ly adverse trends In Ad eottg|e ktibk fah 
duftry. SpedfloallK 

(1) /Mnar ffistorkal eridcam on dw returns 
to iabour in the cottage leatbre industry it 
limited. The only figures available relate to 
prices obtained by flayers for raw hklcs. 
These are presented along with 1983 prices 
in Ihble 5. For lack of more approini^ in¬ 
dex, the price trends are compart with a 
constructed consumer price index for food 
articles (1936: 100). 

The extent of the decline in returns to the 
flayer’s labour (in a technologically static 
situation) becomes clear from the foble 
Whereas the prices of food articles have 
risen by around 33 times during this period, 
the price obtained by the primary leather 
worker for raw hides to risen by a mere 8-12 
times. Thus the real returns to the flayers’ 
labour have declined to belotw one-thM of 
those prevailing less than fifty yean aga 

(2) The availability and coverage of hides: 
Evidence on the availabilify of hides is even 
mote limited than thaf on prices. No autho¬ 
ritative figures on animal deaths ate avail¬ 
able What can be stated quite unequivocally 
is that the carcasses available do not escape 
the flayers’ attention at least in the plains 
of UP. It is only when waterlogging prevents 
the movement of carcasses during the mon¬ 
soon (in Gorakhpur and Kanpur) or high 
humidity causes a flayed hide to decay 
before curing is complete, that an available 
hide IS lost. The overall loss on account of 
decay is of the order of 3-5 per cent. 

The veracity of the claim regarding decline 
in number of animals on account of farm 
mechanisation requires examination. 
Although this is certainly possible, the 
likelihood of an increase in the animal 
holdings of smaller farmers matching the 

Table 6: Capital Requirements for Higher 
Order Work in Cottaob Leather Industrv 


Category 

Fixed 

Capital 

(Rs) 

working 

Capital 

(Rs) 

Flayer-trader 

330 

330 

Huiner 

1,000 

1,000 

Village mochi 

400 

300 

Modern mochi 

3,000 

3,300 

Leatheigoods producer 
Hmden 

2,000 

3,000 

Wholesaier 

3,000 

33.000 

Ihnnery supplier 

1.00;000 

4.30^000 

Chamraundha trader 

400 

2,300 


Table 3: Trends in Prices-op Raw Hides Obtained bv Villaob Platers 


(fts) 



1900' 

1936* 


4983* 





O 


K 

Buffalo 

3-6 

3-6 

33 


SO 

BttUock/cow 

2-4 

2-4 

20-23 


30-40 

Consumer price index^ 

(Food articles) 

na 

100 


3300 



Notes: 1 Writon, 1903. 

2 Wiser, 1936. 

3 Evidence from fidd stwiy. 

4 Baaed on figures in Wiranasi Oazetteei; 1961, Meerut Oaxetteei; 1963 and OOL 1963. 
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«^!Cdine WBOtigit Uw niiifet ditet cannot tte 
^lataad in ttie case of any of ^ three 
arehs (snuninad. 

A marked increase in animal burials, on 
the other hand, appean to be an unfortunate 
reality. This is linked not only to heighten¬ 
ed status consciousness in rural areas—in 
terms of an increasini aversion amongst the 
better-off to the puUic flajnng of an animal 
possession. It is also related, to some extent, 
to a reluctance on the owner’s part to 
voluntcec his Adds as the flaying area Hi 
villages where separate plots are not available 
to the flayer, lb this extent, the existence of 
the contractors’ flaying ‘platforms’ in 
Meerut is a positive development. It is 
estimated, however, that losses on this ac¬ 
count still do not exceed 5 per emit. 

A more detrimental development for the 
flayer is the increased tendency to sell old 
animals live at local markets—from where 
they are transported to slaughterhouses in 
Bengal.Although such animals fetch no 
more than the cost of the hide, it is the owner 
rather than the flayer who appropriates the 
monetary value. This consequence of 
monetisation is on the increase and already 
results in an estimated loss (to the flayer) of 
over 10 per cent of potential carcasses in 
Gorakhpur but somewhat smaller propor¬ 
tions in Kanpur and Meerut. 

Social Mobility for Rural 
Leatherworkers 

The prosperity and improved status of the 
modern mochi points to the possibility of 
cottage leatherworking families achieving a 
level of economic power which brings with 
it a degree of social sutus in an increasingly 
monetised rural economy. Some of the 
chamar wholesalers and agents operating at 
the Chauri Chauia and Hiqmr markets have 
also succeeded in demolishing many social 
barriers in this way. The average leather¬ 
working chamar seeking to improve his 
economic position and social status, how¬ 
ever, faces a number of barriers: 

(i) Capital ntjuiremenly. The distribution of 
benefits from leatherwork suggests the 
possibility of chamar families achieving 
some degree of economic prosperity (and 
thereby sutus) by becoming involved in 
trading as well as manufacturing/processing 
activities. In order to do so, one important 
condition such families must fulfil is that 
of access to capital. Capital requiremmts for 
involvement in higher order processing 
within the cottage leather industry are 
estimated in Ihble 6. Though these require¬ 
ments do not appear to be great in absolute 
terms, they do constitute large sums of 
momy for the average leatherworker. 

In Krnipur and Meerut, most trans- 
mochis, modern mochis and leathergoods’ 
rhanufacturers were found to have obtained 
loans for financiog their activities either 
from banks or from the KVIB. Usually, 
however, comidenblle effort had been 
devoted by featherworkers to acquiring the 
loans; iU^ gratification bad reportedly 
been p^ gad the net aoiount of the loan 
than the actual nttpiiie- 


ment. Thus, valve msmufacturers with an 
arerage working caintiri of Rt 8,000 per unit 
had been provided with loans of Rs 3,000- 
S,000 (gross) by local banks. Allowing for 
transaction expenditure—legd or otherwise 
—the net loan received was around IS per 
cent lower. In order to esUblish itself as such 
a unit, therefore, a leatherworking family 
would still have had td have access to other 
sources of capital of the order of Rs 
4,000-6,000. 

In order to achieve the levels of prosperity 
required to transcend many social prejudices, 
some involvement in higher order trading is 
necessary for the semi-skilled leatherworker 
(i e, other than mochis in Kanpur and 
Meerut and modern mochis in Gorakhpur). 
Capital requirements for higher order 
trading are also estimated in Ihble 6. 

These levels of capital requirement are 
clearly out of the reach of the respective 
ivinuury carcass workers and traditional pro¬ 
cessors. This is particularly so as banks will 
be reluctant to lend to them on account of 
the other barriers to entry. 

(ii) Skill requirements and the traders' 
“closed shop": The skill needs of modern 
mochis are of a considerably more sophisti¬ 
cated nature than those of chamtaundha 
producers and village mochis. Similarly, for 
flayer-traders to become wholesalers or 
agents in the maiidis, they need to acquire 
a considerable level of knowledge about the 
workings of the market and about the needs 
and requirements of the ultimate buyers— 
the tannery owners. 

In the former case, the usual methods of 
skill transfer is apprenticeship with other 
modern mochis, usually relatives or village 
neighbours. Some govenunent training pro¬ 
grammes such as TRYSEM also exist, .but 
the perfection of skills and adaptation to the 
needs of the market still requires some 
degree of apprenticeship. Access to the 
opportunity for such iqrprenticeship is 
therefore crucial to the skill transfer. 

In the case of trading, also, access to the 
opportunity for apprenticeship is essential. 
Here, it serves not only to transfer know¬ 
ledge about the market but also to gain 
access to the ‘closed shop’ of traders and 
agents operating in the market. 

The possibility of social mobility within 
the cottage leather industry is. thus, limited 
largely to the relatives and friends of those 
already successful within it. In the case of 
mochis, high and rising demand could serve 
to widen the circle of access, but for traders 
the falling availability of hides to the infor¬ 
mal sector worker is not likely to increase 
the opportunities available. 

In the long term, what is necessary in 
order to improve the chances of social 
mobility for the village fli^, is to introduce 
appropriate skill and technology transfers 
necessary both to maximise value added at 
the village level and to (educe the obvious 
heaitb hazards from the activity. The 
former requires the introttuetton of the con¬ 
cept of to^ carcass utilisation (the produc¬ 
tion of, for example, bone meal and meat 
.qieal^ The latter involves the employment 


of caru for ahtfflng eucasset; gloves and. 
isolated ptetforms for flaying, and bathing! 
facilities for the workers. This integrated ; 
developmeiu concept has already been 
implemented successfully at the >4ijnath 
Leather Complex. “ in a laudaUe move, 
one development financing institution has 
already decided to sponsor the replication 
of this effort. It is time for others to follow 
suit. 

Notes 

1 The original study was sponsored by In¬ 
dustrial Development Services, New Delhi 
and ICRIER. Thanks are due to Lakshmi 
Jain for the original conception of the study 
and to Frances Sinha for extensive assis¬ 
tance and advice. Kishore Kumar and 
Rajesh Misra were the principal Held in¬ 
vestigators. This paper was prepared for the 
NIRD Workshop on ‘Socio-Economic Pro¬ 
blems of Rural Leatherworkers’ held at 
Hyderabad, 11-13 September 1985. 

2 Watt, 1890 (Volume IV). 

3 Wiser, 1936 quotes the Laws of Manu 
(Chapter 1, Verses 87-91) in this context. 

4 Ibid, p 34-5. 

5 Ibid, p 78-9. 

6 Ibid, (Section II). 

7 NeviU. 1908. 

8 Already, by 1911, the vast majority of 
chamars were no longer following their 
traditional occupation. Blunt, 1931. 

9 Wiser, 1936, p 78-9 

10 Prices do not appear to have risen between 
1900 and 1936. 

11 Walton, 1903. 

12 Blunt, 1890. 

13 Watt, 1890, pp 248-51. 

14 Rs 1,750 per capita national income less Rs 
400 per capita government expenditure. 
(Based on figures contained in GOI, 1983). 

15 The activity is legal in Bengal. However, il¬ 
legal slaughter is known to take place in UP 
also. 

16 Some documentation of the experience is 
provided in Moulik and Purushotham, 
1983. This shows that given the right leader¬ 
ship and financial inputs it is quite possi¬ 
ble to achieve a fair measure of prosperity 
in this way. 
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Economic Consequences of 
a Dominant Coalition 

S«n 

There is a consensus among social scientists that the political economy of India is dominated by a coalition 
of proprietary classes. Not just the capitalists, but a muitiplMty of ruling classes contend for th'i economicsutpius. 
The standard paradigm of economic theory cannot recognise such a situation. Hence there is an urgent needfbr 
innovation in the methodology of analysis, and in the ‘research programme’ itseff Models of game theory and 
of genetic evolution may be applied to gain insight into the working of the system. The immediate task of economic 


policy should be to work towards ti 

PRANAB BARDHAN’s Radhakrishnan 
Memorial Lectures, 1982>83, at All Souls 
College^ Oxford, have now appeared in an 
expaniM venion, “The Pollti^ Economy 
of Development in India”. A two-day 
workshop was oiganised around the first 
draft of it by the Joint Committee on South 
Asia of the Social Saence Research Council 
and the American Council of Learned 
Societies, at MIT, Cambridge, MA, in 
October 1983. The book has also been 
reviewed with due appreciation.* One finds 
a good deal in the bmk to agree with. Of 
course; some critiques have diftered from the 
author as to how far the record of India’s 
economic performance during the last three 
decades could be erplained in terms of a 
coalition of three proprietary classes, 
subserved by an autonomous state. There is, 
however, complete unuiimity among the 
coi^ncd economists, it appears, that the 
political economy of India is dominated by 
a coalition of rich peasants, industrial 
capitalists, and the bureaucracy.^ 

Indeed it has long been realised that the 
course of the Indian economy is largely 
determined by the interests of the ruling 
classes. There are several well known varia¬ 
tions of this thane. Leftist political parties 
have always maintained such a thesis with 
varying degrees of emphasis and certain 
differences in the composition of the coali¬ 
tion. Among the economists, Mitra (1967) 
was one of the first to relate the stagnation 
of Indian economy to the prevailing class 
relations. Since then a lot has appeared in 
prmt in support and elaboration of the nexus 
among proprietary classes. One is also 
reminded here of the debate during the early 
seventies on the applicability of Kalecki’s 
concept of interme^ate regime to the milieu 
of India’s reality. Bardhan’s study seems to 
reconfirm the central theme that the plurality 
and heterogeneity of the ruling classes in 
India has a decisive bearing on the rate of 
accumulation and the nature of the public 
economy. We believe this is an important 
point which should be aplored further with 
every possible means. 

In recent years there has been a rich 
harvest of theoretical research in game 
theory, coalition behaviour, class contradic¬ 
tions, and related issues. It would be worth¬ 
while to bring some of these theoretical 
resulu to bear upon the problem at hand. 
A Mt of mathematical modelling at this 



»dissolution of the links which hold 

stage might yield ftesh indght into the logic 
and working of the dominant coalition in 
India’s political economy. This note is 
mainly intended to draw die reader’s atten¬ 
tion to certain analytical frameworks and 
propositions which might be helpful for us 
to understand the dynamics of the Indian 
economy. In the light of that discussion we 
shall also pose the question of economic 
policy for development 

Game theoretic approach 

If three ruling classes are dominating the 
political economy of India the situation may 
be said to resemble that of a three-person 
non-cooperative Neumann-Morgenstern 
game. It is easier to first consider the case 
of a two-poson game There are two players, 
A and B, each with two strategies. A,, A^ 
and B,, Bj, respectively. The pay-off matrix 
IS given in Ihble 1, which is taken from 
Harsaiiyi (1965, p 154). The matrix is known 
to both the players. 

If player A takes his strategy A,, and B 
talKS his strategy B,, tiioi they would get 10 
each. But if A plays strategy iV while B 
adopts his strategy B,, then A suflers a loss 
(-20) and B gains (11). Similarly, a combina¬ 
tion of Aj and B, would yield II for A, and 
(-20) for & Altanatively, the combination 
(A,, BJ produces 1 for each. Now there are 
several possibilities of outcome The two 
players may collude and earn 10 each by 
playing (A,, B,). Here we rule out a priori 
such mutual co-operation. 

We assume each player plays the game 
with the full knowledge of the pay-off 
matrix, but without any information about 
his opponent’s move Gaines can be classified 
as co-operative and non-cooperative In co¬ 
operative games the players can make fully 
binding and enforceable commitments; in 
non-cooperative games that is not the case 
Now, it can be shown that if each player is 
rational then, in the absence of a binding 
and enforceable agreement, the solution in 
this game will be at (A,, Bj) and each 
player would ga 1 only. Let us see why. 

Consider the situation from A’s point of 
view. If A expects B to use Bj then he 
should rather use ^so that he can get 1 
instead of losing (- io). What is more; even 
if A expects B to use B,. he should still 
adopt strata A,, because then he would 
earn 11 rather than 10. Thus, whatever may 
be A's expectations about B’s behaviour, he 



the dominant coalition together. 

himself will always use A,. By similar 
reasoning we find that B will always adopt 
Bj. It is assum^ that thae is no prior 
mutual undentanding with binding and en¬ 
forceable agreements.’ 

How far does this example capture the 
tensions present in Indian reality? Suppose 
A stands for rich farmas, and B for big in¬ 
dustrial capitalists. Their strategies consist 
of alternativdy ‘high’ and *low’ levels of in¬ 
vestment. The Ihble may be now interpreted 
as follows. If both players invest ‘high’ levela 
and thus simultaneously produce large 
volumes of agricultural and industrial 
goods, each would earn a profit to the tune 
of 10, as shown by (A,. B,). But if rich 
fsimeis invest ‘high’ but the industrialists il^ 
vest ‘low—the combination (A,, &)—the 
price of agricultuial output would fall and 
they would incur a loss (-20) while the in¬ 
dustrialists walk away with a hefty profit of 
11. And so on. Such ur interpreUtion seems 
to make seii» Similarly a game can be con¬ 
structed for'three or four players as well. 
That is to say. the behaviour of the three i»t>- 
prietary classes in India can be represented 
in terms of a Neumann-Morgenstern game 
But is it a non-cooperative game? Yes, it is 
probably so. Rich farmers, big industrialists, 
and the public bureaucrat in India operate 
at separate levels with somewhat different 
modes of exploitation. The capitalists have 
an all-India marka; they also monopolise 
foreign trade, while rich farmers are 
organisationally weak, and laigely confined 
to respective state boundaries. Tte bureau¬ 
crats are essentially rent-seekers. If they 
together constitute even two per cent of the 
population, it is a large number in a coun¬ 
try of sub-continental size. The possibility 
of having binding and enforceable agree- 
meilts among (he ruling classes is somewhat 
remote; 

If the regime of these three ruling classes 
in India can be represented as a non-co¬ 
operative Neumann-Morgenstern game, the 
pay-off matrix is certunly more complei and 

Table: Pay-off Matrix 

B, Bs 

A, aWO) (-KMD 

A, (11^20) (1.1) 
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buffer in dimenil(oo than what b presented 
in the 'OUe. Then an interesting conclusion 
follows: The saddle point of the gani^ if it 
sdsts, b not necessatihr IbietoKiptinuL* In 
other words, granted that the pay-on's art 
sodally desirabin the equilibrium brought 
about by the three ruling ebusa can be 
vastly improved upon. One may go a step 
further and say thm tte economy, under 
such dreumstanen can have an inhmni 
tendency to stagnate. The ruUng classes, 
engaged in their games, are incspable of 
realising the fullest potentialities of the 
economy. Indeed, it is in thb context that 
the vMdity of overall economic planning 
and coor^nation manifests it^ in a 
sharper focus. In any cate, if the 
characterisation of the Indum economy as 
a non-cooperative game of three ruUng 
classes, with the state making some tide 
payments, b appropriate, then the rich 
literature on game theory can be profitably 
utilised to analyte the dynamics of the 
economy. 

The game-theoretic schema, outlined 
above, though illuminating, hat several 
limitations. It is silent on certain vital points 
hke: How is the pay-off matrix fonned in 
the first place? What happens If one person 
can play the game of more than one player 
(for ftutancev rich burners can invest in 
industry, and also senc^ their children to col¬ 
leges and thus make them into buteauciau)? 
How does the accumulation of resources by 
rubng classes proceed over tipie? Further¬ 
more, the pay-offs that figure in the players’ 
matrices may not be the only items which 
the ‘society’ desires to attain. Let us then 
consider another approach. 

Genetic Models 

In genetics, different sympatnc species 
may stand to each other in a variety of rela¬ 
tionships. Broadly speaking there are four 
types of situations: (a) disopemtion, or 
mutual harmfCb) exploitation, or benerit to 
one at the expense of the other; (c) tolera¬ 
tion, when neither is harmed; and (d) 
mutualism, or symbiosis, where benefits 
accrue to all participants. Mixed cases are 
also possible:^ 

The ruling classes m India may be likened 
to sympatric species in a given biological en¬ 
vironment The interests of rich peasants, big 
industrialists, and the puNic bureaucracy are 
interrelated in a complex pattern as their 
manifold activities bear upon one another 
in almost aU conceivable ways. Rich farmers 
earn theb income from cultivation of land, 
vUlage trade; money-lending to the dbpos- 
sessed rural poQi; arid die like E^g capitalists 
are involved in industry, tra^ finuidal 
speculation, and relat^ aedWties. The 
bureaucracy extract rent, for instance; by 
abusing their power and authority to ad¬ 
minister contr^ and regulatory measuibs 
of the gewemment, which In turn affect die 
Intanets of rich tamers ai well as of the 
catftaBafvdaw. The fbocdmial retautodship 
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among the three proprietary classes, thm- tord investments, ud r it a scalar repres el t!" 
fore, could be characterised as pne of part- ting the rate of profit For a non-trivitd tdiii*’, 
lydisoperation,exploitation,tolmtkm,and don to exist, matrix (A -rl) miist bn, 
symbiosis.* It i$ now possible; at a certain singular. Obviously the equilibrium rate of •' 
level of abstraction, to set up a model that profit, if it aists, it a chancteritdc root ot \ 
can capture the essence of such a situadon; matrix A, and V is a charactaistic vecta. * 
the model would draw upon the insights that There can be a multiplicity of real, potidvp > 
one gets from theories in genetics. r’s satisfying (3). 

Suppose there ate n activities: for sample, SubiUty analysis of equilibrium would 

ciddvadon of land, village trade, money- reveal where the economy would tend to set* 


lending to the rural pom. Industrial produc¬ 
tion, hoarding and black marketing, comer 
kig of Uoenoes and quotas, and the like. Each 
ruling class is engaged in several of them. 
Do not worry how many ruling classes are 
there, or who they are; at the moment we 
are concerned with the activities as such 
Each activity requires investment of a cer¬ 
tain amount of resowces, which for conve¬ 
nience may be measured in money.^ Now 
each unit of investment in activltyy produces 
profits fof that activity. But it has tepurcus- 
sions in the rest of the economy as well. In¬ 
vestment in the non-agricultuiid sector, for 
example, may, under certain conditions, 
reduce the profits of a rich farmer while it 
raises the toount of rent he might receive 
from leasing out land to an impoverished 
tenant.* At this stage, some symbols may be 
helpful. 

Let a denote the amount of profit 
generateo in activity j per umt of investment 
in the same activity. By assumption, a^^ is 
positive. Let a represent the amount of 
profit generated in activity i as a result of 
a unit investment in activity j. Coefficient 
a^ could be positive; negative, or zero 
(L j - 1, 2, , n, irij), whereas ag or 

a IS always positive. Thus we get a matrix 
or these coefficients, whose diagonal 
elements are all positive; but other elements 
could have any sign. The matrix is unlikely 
to be symmetrical, thus depriving us of the 
opportunity of using several standard 
theorems of linear algebra. 

Let V denote the volume of investment, 
and R, the total profits, in activity i. Let r, 
be correspondingly the rate of proHf 

r, - R/V, (1) 

where R, = ,^ i *ij (2) 

lb make any further headway we have to 
resort to a crucial assumption- Let us sup¬ 
pose there is a certain process in the 
economy that equalises the ntr of profit 
everywhere. If industry is highly profitable, 
resources will flow fiom agriculture and 
diewheieinto iL If the rate of profit is rather 
high in bureaucratic activities there will be 
a large influx of respuices into that sector; 
and so on.’ So we define an equilibrium as 
a situation where the rate of profit is 
uniformly r in every sector. In equilibrium, 
then, we have: 

(A-rI)V-0 ..(3) 

where A is the matrix of coefficients a^; I 
it the identity matrix, V is a vector of sec- 


tie in the long tun. Start with a particulat 
equilibrium where r • r*, and consider a 
disequilibrium position in its neighbour¬ 
hood. yNe postulate that if r is greater than 
r* outside the equilibrium, v, would rise; if 
r is less than r*, then V, would faU. 
dynamics can be tormulated as follows: 

V, » u,[r,V, r V,]. u, > 0 . (4) 

where V, - d V, /di . (5) 

and U| IS the speed of adjustment, t 
denoting time. For simplicity let us assume 
that the speed of adjustment is uniform for 
all activities, and, without loss of generality 
we can put it at umtv Then from (1), (2), 
and (4) we get 

V = BV (6) 

where B = (A -r I) ... (7) 

Here B is a square matrix, I is an identity 
matrix, and r is a scalar Equilibrium solu¬ 
tion of (3) with r >= r* is stable if jtil tiie 
characteristic roots of matrix B of C?) with 
r = r* have negative real parts. Since the 
off-diagonal elements of A can have any sipi 
and the matnx is not necessarily symmetric; 
very little can be said a priori about the 
chuacteristic roots of B. 

However, two observations can be made 
Note that vector V is determined by (3) up 
to a scalar multiple So the absolute scale 
of sectoral investments cannot be inferred 
from this model; only their relative propor¬ 
tions can be ascertained. If the government, 
which eqjoys some autonomy, speafies the 
level of investment in any one of the ac¬ 
tivities other sectoral investments would 
follow from (3) immediately. Second, the 
proprietary classes being small in number 
it may be possible to reduce the order of 
matnx A to 3 x 3 or 4 x 4. Then it would 
be easier to examine the equilibria. 

A possible conclusion from this exercise 
IS as follows. When there are sharp confliixs 
of interest among the ruling classes,'* some 
of the off-diagonal elements of matrix A 
would have negative sign. It does not sigmfV 
just octernal diseconomies of production; it 
essentially reflects the clash of different 
modes of exploitation. A nse In agricultural 
output, for instancy may reduce the demand 
for consumption loan by the rural poor, 
hence the income of the village money¬ 
lender would fall when that of the capitalist 
farmer rises. A boom in otports, *o take 
another example; may lead to a decline in 
the promum fetched ^ foreign ouhange in 
the black market; so somebody's income 
goes down. Such cases ate qualitatively dif¬ 
ferent from what are strictly external 
diseconomies in the sphere of production: 


10«9 



14. 1986 


ECONOMIC AND POUTJCAL WgSKLY 



legend- (i) area ABC - consumer surplus loss from tariff equivalent distortion; 

(It) area P' ABP s rent due to OUP activities 
Source. Mohammad and Whalley, 1984, p 390 


eg. effluent from a factory damages tbe 
crop nearby: smoke emitted through 
’chimney pollutes the environment, and the 
,'llke. The latter are caused usually by one 
class, namely, the capitalists; and the effects 
gK felt all through the society. Elements of 
ibatrix A, by contrast, show impacts of the 
Mtivities of different ruling classes upon 
. dieir respective profits. At any rate, the 
presence of negative dements in nutrix A 
I may imply that the equilibrium rate of 
profit—the real positive characteristic root, 
if it exists—is possibly small inmiagnitude 
In that sense the economy will have a low- 
level equilibrium. Should that position be 
stable, it'would have some of the features 
of whm is called a low-kvel equilibrium Imp. 
The state may or may not abet this trap.'* 
There is a widely held consensus among 
observers that the political economy of India 
is dominated by the proprietary classes; and 
a sizeable amount of descriptive research on 
this topic has been done. For further 
advancement of knowledge in this respect 
it is necessary that the methods of analysis 
are sharpened, and, if possible, new analy¬ 
tical tools are devised. Posing the problem 
in a game-theoretic format and also in a 
genetic model of evolution we have drawn 
inferences which indicate the possibility that 
fn view of the mulliplialy and heterogeneity 
, qf ruling classes as such the full polentialilies 
of the economy may not be realised,'^ or, 
that the economy is likely to fall in a low- 
level equilibrium rmp.'^ 

DIRECTLY Unproductive 
Profit-Seeking Activities 

Apart from the rich farmers and industrial 
‘ capitalists there is a motley crowd of \9hite- 
j collar workers, public bureaucrau, and 
I political brokers who corner a part of the 
, surplus product of the economy by devious 
means. They are assentially rent-seekers, 
mainly engaged in what is called directly un¬ 
productive profit-seeking or, simply, DUP, 
activities.'* The quantitative significance of 
these activities is beyond any shadow of 
doubt.'’ It mi^ be relevant to see how DUP 
'activities arise and what costs they inflict 
upon the economy. 

For a simple partial-equilibritm analysis 
of the problem consider the case of import 
control, as an example. Suppose the demand 
curve for a commodity is given by DD in 
Figure i. This item can be imported from 
abroad at constant price P. so that, in the 
absence of import control the amount of 
import would be OQ. Now, suppose; the 
government puts a quota. OQ'. for imports, 
llien the black market pnee would shoot up 
to P'. Rent-seekers, thus, can make a profit 
represented by P'ABP.'* Similar oppor¬ 
tunities for them would arise whenever there 
are administrative controls of any form. 

Macro-economic consequoices of DUP 
Activities can be seen as follows. Intha has 
ttoherited a vast man of war-time controls, 
^Mgulations, and restrictions: a large number 


have been freshly added. The bureaucracy, 
if it so desires, can abuse the government 
machinery for its own selfish end of extrac¬ 
tion of rents from cheats. Suppose the 
bureaucracy (toes so Capitalists come to the 
bureaucracy for getting clearance and per¬ 
mits of various sorts which are necessary for 
carrying out investmeiu and prcxhiction. The 
vast network of administration is spread mit 
all over the country; its headquarters is 
located at one place, to which tome power¬ 
ful capitalists have access. Now, investment 
projects can be arranged, along the horizon¬ 
tal axis of Figure 2, in a descending order 
of productivity which depends, to a large 
extent, on the favour the concerned camtalto 
receives, at a price, from the bureaucracy in 
the matter of licensing, quota, subsidies, in- 
centivsfs, and all that. A certain fraction of 
the gross profits of a project is handed over 
by the capitalist to the favour-giving 
bureaucracy as a consideration. 

In Figure 2, let AB be the curve of 
marginal (gross) profits of investment pro¬ 
jects which are arranged in a descending 
order of the closeness of the concerned 
capitalists to the headquarters of bureau¬ 
cratic authority. Now, AC/OA is the frac¬ 
tion of gross profit to be paid to the 
bureaucracy as "rent”. Then, in the eyes of 
capitalisu it is the curve CB which effectively 
shows the returns of investmem projects. Ltt 
OK ,be the capital cost of each project, 
which, for convenience; is kqit invariant. 
Then, the economy will find an equilibrium 
with total investment OO, rent extracted by 
bureauoacy ACEF, and profit retained iv 
cgpitalitts CKE. Disoen^ reartois must 


have noticed that we have here utilised the 
Ricardian theory of rent, replacing “land” 
by “bureaucracy”. 

It appears that a sizeable quantum of rent 
can be extracted through DUP activities in 
a country like India. Onq therefore; need not 
necessarily own land or produce means of 
production in order to tMve as a parasite 
on a part of the surplus product of the 
economy. Rentiers of Averse kind—profes¬ 
sionals in the puUic sector”, ‘Swhite collar 
workers”, “gangs led by a large number of 
MLAs and MPs, politic middlemen who 
over the years hm specialised in the pro¬ 
fession of brokerage services*"^—can. 
therefore; be treated as a distinct category, 
and called a “class”, which takes advantage 
of political, econcnnic; and legal institutions 
of the country. Thqr may not have land or 
physical capital, tot they have “human 
capital” which is deployto for achieving 
narrow personal gains. In riiort, this group 
is q^iried to be designed as a ruling clam, 
on par with.land)oids, rich farmers, and in- 
dustrial cairitalists. Heterogeneity of ruling 
classes in a country like India is thus 
compounded. 

rela'Hve autonomy of Sixte 

The standard economic thdory usually 
recognises only two-classes: latour and 
capital. Subject to tbe given tedinology, the 
tenskms between thM two dasses are 
summed iqt hs a deaniward slopiiig wage- 
profit curve that has been at the centre of 
intenrive debates in capiW meofsi; Voder 
such dreumMa n ces , ^ state hu w> fhne- 
ttonal role; it can neither mediate between 


irto 



I ' 

the twft Bor reccmdie their conflicts, for 
weieiBd vnrit tttes are strictly nesatively 
nAeted.ilONever,thatnx>ddofperfeacom- 
pctMon and fuU employment Is hardly ever 
died for deUneating the role of the state, yd 
it 'WOtdd serve as wdl as a benchmark. 

Npw, suppose the effteiency of labour is 
a.flinction of the wage mta Then it can be 
shown diat the wage>profit curve ceases to 
be monotonically downward-sloping; the 
curve may now take the shape of an elllpst, 
afl of it in the first quadmm. N«t sup¬ 
pose there are sevoal commodities produced 
by means of commodities, and land, and 
other primary inputs, some of which are 
owned by cafdtalists. Then rents can occur 
inanumberof sectors, and move in different 
ways in response to change in wage rate. It 
follows that there would arise conflicts of 
interest within the class o( capitalists, as 
some of them acquire higher rents in addi¬ 
tion to profits while the other capitalists 
relatively lose out. In short, under such cir¬ 
cumstances, the class of capitalists will have 
internal conflicts of there own. So we can 
find two types of class conflicts in this case: 

(a) conflicts among the ruling classes, and 

(b) conflicts Y>l(hin the camp of every ruling 
class.'* The state which presides over this 
faction-ridden plural society of multiple 
ruling classes wiU have its hand full with c^s 
10 mediate, negotiate; and reconcile; if possi¬ 
ble. The state can keep the game of ruling 
classes going with cajoling, bribe, and side 
payments. India, it seems to us, fits well to 
this description.'* 

The functional scauce of relative autonomy 
of the state can be traced to the sphere of 
production, where, as we have teen, rents 
appear in several sectors, and where the rate 
of profit need not always be antagonistic to 
the rate of wage. Now let us turn to the 
sphere of exchange. An adequate market is 
to be provided for whatever is produced in 
the economy: this may be cail^ S^s Law 
made-to-order. It hat happened in several 
countries, and has acquit the dubious 
label “donand twist’’. Brazil is the most 
famous cMinple in this reqiact." Fixing the 
inter-sectoral terms of trade is another 
means which is often employed by the 
government for sectarian purposes.*' There 
are other pdky instruments alro at the hand 
of the govenunent. In view of the conflicts 
within each ruling class, and among the 
ruling classes the government eryoys a cer¬ 
tain degree of freedom to select its course 
of action, if'can possibly bring about minor 
reforms, buj caniKM implement fundamental 
changes: the "criss-cross” of class interests 
(to borrow a phrase from Myrdal) is too 
tmrwhelinlng for the state to mobilise any 
single class or tte masses in large scale for 
decisive action. 

Interim Policy framework 

South Korea had acMeved a remarkable 
rate of ecom^ic growth in the leceiit pai» 
)hi-r«M^ of japan i|. alio eqii^ noitfde 


It is said that one of the secrets of their 
success lies in the fact that they had been 
able to insuiaie economic decisions from 
narrow political considerations. The single- 
minded pursuit of growth goals of the 
Korean leadership has been protected by 
authoritative executive dominance, with the 
legislative and judicial branches of the 
government being largely irrelevent and the 
influence of labour unions negUgihle 
Economic targets have been tackled like a 
military operation, with a tightly held hierar¬ 
chical structure of dedsion-making, untram¬ 
melled by the checks and balances of a 
multi-polar political system. The govern¬ 
ment in South Korea has a close, tightly 
integrated, working relationship with private 
business, sometimes crudely described as 
‘Korea Inc’, with government as the senior 
partner. This has clear family resemblance 
to the new forms of ‘corpoirisi* capitalism 
that have appeared iir the high-growth 
economies of Japan, France, Brazil, and so 
fonh.** In Japan, likewise, the celebrated 
Ministry of International Thide and Industry 
(MITI) is actively involved in long-range 
planning, promotion, risk-taking and 
credit-supply. 

The contrast with India is quSe sharp, and 
all too obvious. It is worth quoting Baidhan 
(IM4, pp 80-81) at length: The continuing 
decline in liberal institutions in India has 
not, however, been accompanied by any cor¬ 
responding increase in the political insula¬ 
tion of economic management; if anything, 
the p^ical emasculation of management 
autononv and the primisation of public 
resources by spedid-interett groups have 
become more rampant in recent years. The 
insulation that the leadenhip has been striv¬ 


ing for (in the name of ‘national unity’ and ; 
defence against dark conspiracies inevitably 
involving ‘foreign heads’) is more from 
public scrutiny of abuse of power and from 
the daily hassle of the horse-trading around 
the country involved in the elaborate 
political manipulations conducted from an 
apex of personalised power structure’ (em¬ 
phasis added).** It is, therefore, perhaps too 
much to expect any insulation of economic 
management in India from political 
manipulations. 

The idea of an “India Inc", or a Japanese- ' 
style MITI would be misplaced in India. , 
Rapid economic growth, utilising the : 
resources of the country, would require, in - 
our judgment, a constructive dissolution of 
the dominant coalition that holds the Indian 
economy to ranson at present. One of the 
easier steps to that end would be to seserely 
limit the scope for directly Unproductive 
profit-seeking (DUP) activities. For that, the . 
prevailing nexus between a section of the 
offlcial bureaucracy and big business 
deserves a ruthless, clean surgery. The 
government, if it so desires, can do a lot on 
this count by ensuring administrative effi¬ 
ciency and integrity. The mindless dispen- 
sion of subsidies and patronages needs a ' 
critical review, and structural re-orientation, 
Second, in order to rescue the econonqt froip 
a low-level equilibrium trap, following from 
a prisoner’s-dilemma-type of stalemate, the 
relevance and importance of comprehensive 
economic planning can hardly, be over¬ 
emphasised. The public sector has to play 
an active and vigorous part in development 
plan.** Third, the constrictive grip of rich . 
peasants and big business on the economy 
can be released to some extent by initiating 
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V ft process of mobility of rich peasants to the 
f ranks of industrial capitalists, and of small 
['industrial capitalists to the next higher 
iechelons. The basic idea is to play upon the 
l^bontradictions among the ruling classes 
I'Jdiemselves, to set one class against the other 
i:.iQ a productive and progressive manner. 
' Siuch tussles and tensions among ruling 
t dasses were evident in the corresponding 
’' phase of economic development in countries 
. such a% Britain, France, Germany and 
' Japan. But in India today, for many a 
[ reason, the composition of ruling classes has 
. become ossified with little internal move- 
' roent upwards. A ruling class in India does 
:inot feel threatened by another; each has 
[''carved out a niche for itself, and is playing, 
as it were, the Ncumann-Morgenstern game 
> Ih splendid isolation. The high inter-ruling- 
' dass Chinese Wall needs to be broken, if the 
f,.,dominant coalition is to be liquidated. This, 
[ it seems to us, is a top priority item in the 
interim agenda for economic development 
- in India. 


IN<*t«*s 

1 See Kudra, 1985; Shioff, 1985; Varshney. 
1984. 

2 Bardhan (1984. p 54) calls the third group 
“the professionals in the public sector". For 
convenience of e\pres.sion we use the term 
“bureaucracy” in its place. 

3 In the literature this is known as the 
Prisoner’s Dilemma Paradox. See, in this 
connection, Harsariyi, 1965,1969; Luce and 

/■ Raiffa, 1957; Rapoport and others, 1979; 
and Shubik, 1975. 

. 4 Oasgupta, 1964, 1969; Sen, 1969. 

5 Disoperation occurs chiefly when species 
which have had no common evolutionary 
history first encounter each other. Exploita¬ 
tion and toleration arc very common in the 
form of parasitism and of predator-prey 
relatiun.ships. Although the normal evolu¬ 
tionary development in ecology is from 
disoperation, through exploitation, tolcra- 
; lion, and facultative to obligatory 
mutualism, genetic changes may bring also 
reversals of this process. 

The case of exploitation, that is, one-way 
dependence of prey-predator relation, is for¬ 
mally studied with Lotka-Volterra equa¬ 
tions; see Lotka, 1956; and Bailey, 1967, pp 
157-81. Samuelson (1967; 1971) introduces 
alternatively increasing returns and 
diminishing returns into the Lotka-Volterra 
model. Darlington (1972) analyses the two- 
way annihilation process typically leading 
to “competitive extinction”. See also Allee 
and others, 1949; Bailey, 1967; Dobzhansky, 
1951. 

Mutualism is a special case of symbiosis 
which is a much wider concept reproenting 
a variety of non-antagonistic interactions 
among species. See Henry, 1966; May, 1976; 
and Whitfield, 1979. 

Bhaduri (1983) makes an elegant use of 
the model of such biological interaction to 
analyse class relations and the pattern of 
accumulation in backward agriculture. Here 


we draw upon Bhaduri’s Nooeering works. 
See also Basu, 1984. 

6 The interest of landlords and capit|dist 
farmers could often clash. Growth of in¬ 
dustrial production may affect these two 
classes in different ways. For pn interesting 
analysis, see Dutt, 1984. 

7 Rent-seeking also may require some costs 
in terms of resources; see Bhitgwati, 1980, 
1982; Bhagwati and Srinivasan, 1980,1982, 
1982a. 

8 Dutt, 1984, p 206. 

9 Cf Bhaduri, 1983, p 119. 

10 Cf ‘The three proprietary classes that we 
have identified—the industrial capitalist 
class, the rich farmers and the professionals 
in the public sector—all belong roughly to 
the top two deciles of the population, and 
the social and economic gulf between them 
and the bottom half of the population living 
in abject poveity is deep indeni. But. as we 
have already noted, there are significant 
conflicts of interest among these proprietary 
classes . Bardhan, 1983, p 54. 

11 Cf Bhaduri, 1983. pp 116-25. 

12 In the limited sense that the saddle-point 
of the game may be Pareto inferior. 

1.3 That is to say, due to the negative elements 
in matrix \, its real positive characteristic 
root, if it exists, may be small in magnitude, 
while the equilibrium is stable. 

14 Bhagwati. 1982, p 261. 

15 The static welfare loss due to OUP activities 
in India is estimated by Krueger (1974) to 
be of the order of seven per cent of ONP; 
Mohammad and Whalley (1984) arrive at 
a much higher figure, between 30 per cent 
and 45 per cent of GNP per year. 

16 The total “loss” to the economy due to the 
introduction of quota, and the as.sociated 
DUP activities is said to have two com¬ 
ponents: (i) the loss of consumer surplus, 
measured by ABC, and (it) the rent due to 
DUP activities, measured by P'ABP. See 
Mohammad and Whalley, 1984. 

17 Bardhan, 1984, p 66. 

18 Here we are ignoring the third type of 
conflicts—those between the rulers and the 
ruled. The conventional literature of 
political economy recognises only this type 
of class conflicts, and is largely oblivious 
of the other two, mentioned in the text. 

19 Our formulation, in certain respects, echos 
the “criss-cross” theory of Mynlal (1968, pp 
1062-64); ‘The relative stability of the rural 
scene must also be understood as an 
equilibrium resulting from the interplay of 
diverse interests within the compl« rural 
hierarchy—a situation that makes it difTicult 
to mobilise massive support for change ... 
The South Asian village is thus like a com¬ 
plex molecule among whose pans extreme 
tensions have been built up. Although the 
teoiions criss-cross in a manner that main¬ 
tains equilibrium, it is conceivable that they 
might reorganise in a way that would 
explode the molecule This probably would 
not happen spontaneously, but as the result 
of a forceful onslaught from ouuidd'. Sad 
also Dutt, 1984. 

20 Bacha, 1980. pp 28-29. Brazil. 1967-74, is 
the prime example of “demand twist” 
where the pattern of income distrUsution 


and purchasing power wu so adjusted by 
various official policies that the multiiu- 
tionai corporations, operating then^ cduld 

' profitably sell their sophisticated consimief 
durables. In a sample of twenty-one coun¬ 
tries from all continents Brazil was ftlAnd 
to have the laigest share of income gdtng 
to the top !20 per cent of the population. 
See also Cardoso, 1980; Ihylor and others, 
1980. 

Apiriying the Rybezyn^ modd (19SS) to 
the case of two products (a wage g^ and 
a luxury good), and two income groups 
(rich and poor), it can be shown that an 
expansion of luxury goods could lead to an 
absolute deterioration in the consumption 
of the poor. In this connection, see Sau, 
1985. 

21 Mitra, 1977. It may be relevant to mention 
here that even in competitive equilibrium 
it is sometimes possible for an economic 
agent to restria the supply cf commodities 
under his command so as to improve his 
own wrifare by causing a sufficient improve¬ 
ment in the terms of trade in his favour. See, 
Aumann and Peleg, 1974; and Gale, 1974; 
their paradoxical finding has given rise to 
an extensive debate on :he so-called 
“transfer problem'*. 

22 Bardhan, 1984, ch 8. 

23 Bardhan (1984, pp 81-82) adds few lines 
below: ‘Within the dominant coalition, Hg 
business and urban professionals and the 
bureaucracy (both civilian and miii',jry) will 
be, in their own interest, committed to a 
strong centre, but this is not so obvious a 
goal for the agricultural interests. The lat¬ 
ter, regionally diffused and fragmented but 
increasingly vocal, will be interested in 
expanding the power of the state govern¬ 
ments which.is is easier for them to comer. 
Attempts by the Centre to rule the state 
governments with hand-picked sycophants 
have backfired, oftci- resulting in intensified 
faction-fights, intrigues and instability. 
Without the integra;ing institutions of an 
effective party organisation and without 
decentralised forms of conflict manage¬ 
ment, regional frustrations build up, and 
their outbursts often take the form of sec¬ 
tarian violence and political'anomie which 
undermine the very basis of national unity 
that centralisation is supposed to achieve! 
These observations were made possibly in 
early 1984 or even earlier; the situation in 
India has not changed much since then, 
despite the changes in New Delhi. 

24 Bardhan (1984) does not examine the place 
of foreign capital in India's political 
economy. Since this interesting b<x>k has 
given the point of departure for our 
analysis, here we ignore the question of 
India vism-vis the world economy. 

25 In eqn (3) there is one degree of freedom, 
since the chancteristic vector is dMraiinate 
upto a scalar multiple.The public sector can 
make use of.this opportunity, by fixing 
public investment at a hi^ lerel. It woidd 
not aflbet the dianderistic root inimciBaKiy; 
hut in the long run it might improve the 
value of r by incicasing the dements of the 

. matrix itself. 

26 Banlfaut<19M) says very Uttte about bOtt' 




Howam; volumci bkve been 
wrtim diewheit riMMtt the contradictuMt 
betweea the mien and the ruled. Hu* note 
doe* not go into that aipect. 
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Pan-Islaitiisni versus inaiait 



A Reappraisal 

MuBhirul Hasan 

It is simplistk to regard the ulama as standard-bearers of Muslim orthodoxy and conservatism whose concerns 
were limited to regulating the religious and educational ^e of the Muslim community. Such a view ignores the 
range of their involvement in other spheres, especially in organising, conducting and leading some vitally important 
political movements in the first four decades of the twentieth century. 

The ideological basis of the ulama politics also needs re-examination as a corrective to the oft-repeated notion 
that the Jamiyat, for instance, had exclusive communitarian concerns and its anti-colonial posture being grotmded 
in Islamic theology, was inconsistent with the essentially secular thrust of Indian natiortalism. It is true that the 
ulama thought and acted within the Islamic framework, but neither the framework nor their understanding of 
it remained constant and unchanging. It is equally true that the future of the Muslims and cf Islam were among 
their central concerns. At the same time, their communitarian concerns were not limited to the refigious dormdn 
and to speicific issues relating to the sharia, and they intervened m politics not as spokesmen of Muslims alone 
but of other groups as well. Their religious idiom and the use of Islamic symbols was intended to serve the secular 


objective of rallying the populace a 

It IS difficult for anyone not an Indian 
Modem to realise whaf Fan-Islamism means 
to the Indian Moslems It is a sentiment 
of which the prayers for llirkish success in 
the Ikipolitan and Balkan wars, the Relief 
Fund, the Medical Mission and even the 
Khilafat movement were weak but faltering 
expressions It is not a senument inspired by 
interest, policy or worldly wisdom, it has no 
practical end in view [M A Ansari] 
Introduction to Halide Edib^ "Conflict of 
East and West in 'lUrkey” (Delhi, n d), pp 
iv-v. 

How long this provoking hurricane of 
injustice and trouble? 

This delight at waiting and crying—how 
longt 

How long will you take vengeance for the 
victory of i^yub’ 

Vbu will show us the sight of the crusaders— 
how long'* (Shibli Nomaiu] 

IT is widely known, though scarcely 
recognised, that large sections of the Indian 
Muslim intelligentsia have been greatly con¬ 
scious of their fraternal links with their co¬ 
religionists in other countries, following their 
history avidly, deriving comfort in their 
various accomplishments, and lamenting 
their slow but steady decline*By the nine¬ 
teenth and twentieth centuries, in particular, 
when Islam seemed to fall on evil days 
because of the European imperial penetra¬ 
tion into the heart-lands of the Muslim 
world extending from Morocco to Indon^a, 
the heritage of the past stood forth as a sym¬ 
bol of community pride and distinction; in 
fact, everywhere Muslims were told to look 
to their own glorious Islamic past as the 
source for their inspiration, identity and 
unity. This was expressed in the adventurist 
and revivalist movements led by Mohammad 
ibn Abdul Wahhab (1703-92) in Arabia, 
Syed Ahmad Barelvi (1786-1831) in India, 
Mohammad Ali ibn al-Sanusi (1787-1859), 
founder of the Sanustyyah Order in Libya, 
Usman dan Fodio (1734-1817) in Nigeria, 
and Mohammad Ahmad (1848-83), the 
Mahdi of the Sudan. All of them re- 
cmphasited the belief that the socio-moral 


mnd the Indian national movement. 

revival of Islamic society required political 
action, an activism epitomised by jehad, the 
exertion to realise G^’s will through moral 
self-discipbne and, when necessary, military 
combat or warfare. At another level, Islam 
was defended from the polemical and hostile 
attacks of nineteenth century western orien¬ 
talist, and against the intellectual and moral 
imperialism of the west. Stress was laid on 
the original message of Islam which had 
provided the ideal pattern for traditional 
Muslim soaety and remained eternally vahd, 
and on the fact that Muslims were fully 
equipped to respond to the political, 
culturid, and scientiflc challenge of the west. 
Syed Ahmad Khan, a major catalyst for 
reform and change in India, and his contem¬ 
porary, Mohammad Abduh (1843-1905), in 
Egypt tried to show the compatibility of 
Islam with modern ideas and institutions. 

Such currents, which gripped the Muslim 
countries from North Africa to South-East 
Asia, left their mark on an influential sec¬ 
tion of the Indian Muslim intelligentsia. 
They were most clearly reflected in Altaf 
Husain Hall’s lamenting the ^b’ of Islam 
in the famous Musaddas, in Shibli Nomani’s 
pan-Islamic anguish in the topical poem on 
the "trouble in the Balkans”, and in 
Mohammad Iqbal’s nostalgic ode to once- 
Arab Sicily. The intellectual content to mai^ 
of these themes was given in the works of 
Ameer Ali, Syed Ahmad Khan, and Shibli, 
while their political expression was isflected 
in the pan-lslamic concerns of M A Ansari, 
Abul Kalam Azad, Mohammad Ali, Abdul 
Bari, the Shaikhut H/itdMaulana Mahn&ud 
Hasan, and a whole generation of young 
Muslim leaders. 

Osewhere, there were similar reactions 
against the aggression of western empires, 
which were being felt from the 1870s and 
which culminated in the French occupation 
of Tunisia in 1871, the Britilh possession of 
Egypt in 1882, the Russian conquest of Merv 
in 1884, the Italian seixure of THpoU in 1911, 
and the Balkan war of 1912-13. Muslim 
responses to these devdcvmenu ranged Bom 


rejection to adaptation, from withdrawal to 
acculturation and reform. Most notably, 
however, the examples of German and 
Italian unifications suggested the potency of 
movements for unity of divided territories 
behind a single government.' This idea 
formed the basis of the pan-Islamic 
euphoria which swept many parts of the 
Muslim world m the last quarter of the nine¬ 
teenth century. 

For most Indian Muslims, the overriding 
consideration in their upsurge was that 
Turkey’s Sultan was the custodian and 
defender of the Holy Places in the area 
known as Jazmt al-Arab. With the suic- 
tuaries and symbols of Islam—central to 
Muslim belief and practice—exposed to 
danger,^ the faithful were impelled to de¬ 
mand that the Jaziral al-Arab remain under 
Muslim sovereignty (according to the injunc¬ 
tions of the Prophet) wi(h the Khalifa M its 
warden. The protection of the Holy Places 
thus provided the rallying point for virtually 
all sections of the Mudim commuinty. 
Money and ornaments poured into the 
Khilafat fund, thousands O^cked to the 
Khilafat meetings, and some even left the 
fields and factories to migrate to the Air ol- 
hlam in response to a caU for hitrat. 
Students quit their studies and joined the 
swelling ranks of non-cooperators, while 
many of their ciders gave up their lucrative 
jol» and high-sounding titles. Never before 
did so many Muslims unite on a common 
platform to fight for a common cause This 
unique example of rriigious fervour and 
solidarity merits serious consideration. 

In explaining this outburst one mutt take 
into account the strength of the unifying 
powers of religious symbob in Indian lilam. 
Some of these symbols—mosque; krdit mit 
sbrme—fostered a tense of brimigittg to a 
common fraternity of Islam, and rtade 

it easier for the pan-lsUubic .aollM to 
permeate Muslim consciousness. Equally; 
historians wOl do wdl to reckon skill) the 
thenw of’’Muslim unit/’ adddi ran thmu^ 
nineteenth century retigio^evlviltot 
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movtineBts, and was echoed by the uhma 
of J^an^ NUbal, Dcoband and tlw ATatfvaf 
alrufaina. The concept of a unified Islamic 
community eventually merged into the 
stream of pan-Islamic consciousness. 

I 

Among Sunni Muslims, who formed the 
overwhelming majority of the Muslim 
population. Ibrkey's Sultan was the Amir a/- 
Miantnim (Commander of the Faithful) and 
the protector of the Holy Places. The 
Khilafat was the viceroyalty of the Prophet 
of Islam, ordained by Divine Law for the 
perpetuation of Islam and the continued 
observance of its sharia (Islamic law), and 
the Khalifa (derived from the word 
‘Khalafa—to leave behind) was both a 
spiritual and tonporal head. Allegiance to 
iito was obligatory which explains why some 
Sultans of Delhi bore the names of Khalifa 
on their ccnns and often received investitures 
as legal sanction for their rule. The name 
of the Abbasid Khalifa, Al-Mustasim, con¬ 
tinued on the coins for about 40 years after 
the sack of Baghdad at the hands, of the 
Mongols. It was probably an expression of 
the sentiment: “The Khalifa is dead, long 
live the Khalifa!’ The Mughal Emperors as 
well as some independent Muslim rulers in 
the eighteenth century often turned towards 
the Ottoman Khalifa as a source of strength. 
In 1785 Tipu Sultan sent an embassy to the 
Ottoman Sultan, and his emissaries secured 
for him letters of investiture which allowed 
him to assume the title of an independent 
ruler. ^ 

Interest in Ibrkey's welfare continued: 
each time it was involved in hostilities—the 
Russo-lbrkish war of 1877-78 or the Creco- 
Ibrkish war of 1897—Indian Muslims took 
up the cudgels for Ibrkey, reaffirmed their 
attachment to its Sultan, and prayed for his 
well-being. “If the Muhammadans of the 
world were compared to the human body, ’’ 
wrote the Akhbar-i Am, “the Sultan would 
be the heart and brain”.^ Anthony Mac- 
Donnell (1844-1919), lieutenant-governor 
of the UP, quoted to the .viceroy, Elgin 
<1849-1919), a leaflet describing the Ottoman 
Sultan as Amir al-Muminin and Padshah-i 
Mussaimanan, and noted the “great sym¬ 
pathy with Ibrkey partly due to incitement 
from outside India and partly spontaneous, 
and I think it has been growing for some 
time and is fostered in Mohammedan 
schools”. MacDonnell was told by the Com¬ 
missioner of Agra ‘that many more people 
than formerly have taken to wearing the 
Ibrkish fn and this is perhaps the straw 
indicating how the wind is beginning to 
Wow.’ 

The ’incitanent from outside’, referred to 
by MacDonnell. came from two distinct 
sources. In the firM place; the British govern¬ 
ment exploited pro-lbrkish sennbAities in 
ordCT to secure Indian Mtislim loyalty, as in 
1857, amt to pn^t their imperial interests 
fmm l&stiiMi encroachments by bolstering 


The skk man of Europe!, as they did from 
the Crimean war of 1853-56 onwards. Then, 
the Sultan of Ibrlcey, Abdul Handd 11 
(1842-1918). sept bis agente to India, as other 
lands, to ral^ Muslim support and enthusiasm 
for his feeble regime threatened by external 
aggression and internal strife; caused by 
nationalist movements sprung up among his 
Christian Balkan subjects .(Armenian, 
Greek, Romanian, Bulgarian) in south-east 
Europe. 

Sy^ Ahmad Khan disputed Abdul 
Hamid’s pretensions. The pan-Islamic surge 
threatened to wreck his effort to prop up the 
Anglo-Muslim alliance in India; so he spoke 
against the Ibrcophilia among his co¬ 
religionists, arguing that they were legally 
bound to obey the writ not of an external 
Muslim Khalifa but of the British Indian 
gsvmnment. Such exhortations fell on in¬ 
attentive eais as the fellow-feeling for lUrkey 
extended to far-tlung parts of northetn 
India. Nawab Moh$in-uI-Mulk, one of Syed 
Ahmad Khan’s most distinguished suc¬ 
cessors at the Aligarh College, learnt his 
lesson the hard way. When he opposed the 
holding of pan-l.slamic meetings on the cam¬ 
pus, he was everywhere maligned and casti¬ 
gated as a ’downright sycophant’.* 

The most bitter criticism of Syed Ahmad 
Khan's views came from an unexpected 
quarter—from that celebrated roving 
reformer, teacher and political agitator, 
Jamaluddin al-Asadabadi “al-Afghani” 
(1839-1897).^ He regarded the Aligarh 
reformer’s religious views and his educa¬ 
tional programme as andllaries to his 
political servitude to British interests, and 
chided him for relying on the British instead 
of joining hands with the Indian nationa¬ 
lists. Afghani considered Syed Ahmad Khan 
as his main adversary in India, opposed to 
pan-lsiamism. isolating the Indian Maslims 
from the rest of Dar at-hiam, especially 
from the Ibrks, and hostile to the concep¬ 
tion of a universal Muslim Khilafat. Accor¬ 
ding to him, the rcassertion of Muslim iden¬ 
tity and solidarity were prerequisites for the 
restoration of political and cultural in¬ 
dependence, and unity and solidarity were 
essential at both levels." 

Impact oi- ArciHANi’s Pan-1st.amism 

Afghani spent the greater part of his life 
travelling from one country to the other 
(Afghanistan, India, Iran, Egypt and the 
Ottoman Empire) as the chief exponent of 
pan-Islamism. His life, one of endless 
wanderings, touched and deeply affected 
Muslims in the last quarter of the nineteenth 
century; his pan-lslamic vision inspired 
various activist groups in different lands and 
lives on patiently, if amorphously, in the 
aspirations of many Muslims.* It is also 
curious and relevant that the only instance 
where his political prognutune of combined 
radicalism, modernism, nationalism and 
pan-lsiamism ever became a serious political 
agenda of a vibrant and spirited opposition 
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was in the Khilafat a^Ution in India, year* 
after his death.’* 

The power of Afghani’s appeal was felt 
generally in the first decade of the twentieth 
century when he became a symbol of the 
pan-Islamic enterprise; Among those who 
came under liis spdl was Shibli Nonuuii who 
visited Istanbul in 1893, received a medal 
from Abdul Hamid, and parleyed with . 
.Afghani's co-worker and disdpie; Mohammad 
Abduh." His pan-Islamic ideas were 
echoed in Hali’s Musaddas, and his strong 
advocacy of the co-existence of diverse rdi- 
gious faiths wasin accord with Mohammad 
All’s idea, expressed in 1923, of the ‘Federa¬ 
tion of Faiths*. His view of a natural soli¬ 
darity beyond the nation: that which ‘binds 
together all the peoples of the east threa¬ 
tened by the west’,'* was developed by 
Ansaii. At the All India Khilafat Conference, 
held on December 27, 1922, Ansari referred 
to the need for an Asiatic Federation to pro¬ 
mote solidarity among the peoples and 
countries of Asia with a view to rescuing 
them from the political and economic 
bondage of Europe.” This idea was first 
advocated by Afghani and was known to his 
contemporaries two decades earlier. 

Afghani al.so inlluenced Mohammad 
Iqbal and Azad. The former became in- 
tere.sted most of all in Afghani’s endeavour 
to find in Islam a means of unification for 
resisting the domination of the west, and 
shared his desire to express unity on the 
religious basis of Muslims as a supra class 
and a supra-national entity. On the eve of 
and during World War 1, Iqbal directly tied 
his hopes for liberation from colonial 
dependency to pan-lslainic solidarity. This 
was rcflecuxi, in particular, in his poem 
Shama Awr Shair (The Candle and the 
Poet), written in 1912.'" In his reply to the 
Shikwa (Complaint of God) he struck the 
same note: 

The trouble that is raging in the Balkans 

Is a message of awakening to the forgetful 

Thou may’st think it the means of vexing 
thy heart 

But in reality it is a test of thy .sell saciifice 
and self-reliance. 

As for A/.ad, Afghani's influence can be 
seen from the time of his slay in Con¬ 
stantinople and Cairo when he developed 
close relations with the At Manar (The 
Lighthouse) group of Syrian and Egyptian 
scholars. He developed the nationalist and 
anti-imperialist thrust oi Alghani’s ideas in 
the Al-Hilol. inspired by the Al Urwa 
al-wuihqa (The Indissoluble Link), an anti- 
impeiialisi (ournal published by Afghani in 
collaboiuiiun with Abduh. He, too, bitterly 
attackc'd Syed Ahmad Khan’s attitude to the 
Turkish Khilafat, and urged on the authority 
of the (Juran that jehad was imperative 
against those w ho had occupied even a part 
of the Dar al-Islam. Political fidelity was due 
to the Ottoman Khalifa. Obedience to hith 
and compliance with his wishes was binding 
on the faithful,'’ 
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Azad provided greater ideological cohe¬ 
rence to the zestful concerns of those 
Muslims who were beginning to come to 
terms with the objective reality of Indian 
nationalism and its ideal of a unified and 
powerfhl anti-colonial struggle. He stood 
strongly for inter-communal union, citing 
the Prophet Mohammad’s covenant with 
some Jews as a valid historical precedent for 
an integrated alliance with the Hindus. He 
asserted that uniting with one category of 
non-Muslims, the Hindus, against another 
category of non-Muslims, the British, was 
obligatory. In a similar vein, Ansari, in 
December 1920, quoted the Sum-i-Mumta- 
hanah (60:8-9) from the Quran to argue that 
Indian Muslims should behave “righteously, 
affeaionately and in a friendly manner 
towards all those non-Muslims who are 
neither at war with Muslims nor ate they 
assailants intending to invade or occupy their 
territories’’.'* 

This emphasis on a peaceful modus 
Vivendi with the Hindus reflected Afghani’s 
viewpoint that a religious link did not ex¬ 
clude national links with men of different 
faiths: in fact he had called upon his Indian 
Muslim audience to make common cause 
with the Hindus in what pertained to 
national interests.'^ Far from advocating a 
split between the two communities, as is 
commonly believed, Afghani advocated 
inter-communal oneness and defied any 
breach in the anti-British front. In his 
articles published in the Hyderabad journal, 
MualUm-i Shuflq, be evoked not only the 
universal Islamic but also national aspira¬ 
tions with special emphasis on the affinity 
of Hindu-Muslim interests. And just as he 
helped awaken Egyptian nationalism by 
alluding to the ancient glories of the past, 
so in India, even when talking to a primarily 
Muslim audience, he harped on the glory of 
the Indian Hindu past." His appeal to take 
pride in the Hindu past was no different 
from his earlier exhortation to Egyptian 
Muslims to seek inspiration from pre-Islamic 
Egyptian greatness. In both cases Afghani 
appealed to an effective basis for solidarity 
against the foreigner.'* His message in¬ 
spired those Muslims who pioneered the 
pan-lslamic movement in.the First decade of 
the twentieth century and later piloted the 
Khilafat campaign in all its tumultuous 
phases. 

Afghani’s attempt to reconcile pan- 
Islamism with nationalism also carried con¬ 
viction. Various theories were therefore 
worked out to resolve their apparent dicho¬ 
tomy and to remove the widespread concep¬ 
tion that the essence of pan-Islamism im¬ 
plied a break with territorial nationalism. 
The ideologues of the Khilafat movement 
insisted that the sum and substance of pan- 
Islamism was to remove foreign domination; 
so their activities had an obvious nationalist 
dimension, and were inextricably bound with 
the concept of an emerging Indian nation. 
They also pointed out that, in spite of their 


pan-lslamic ambition, or fantasy as some 
preferred to call it, they always had their own 
Indian community most clearly in mind and 
were not oblivious to its trials and tribula¬ 
tions. The emblem used on the Khilafat 
delegation stationary—made up of twin 
circles of equal size and overlapping, with 
ihe word ‘Khilafat’ on one and the word 
‘India* on the other—was symbolic of their 
loyalty to the nationalist cause, and indicated 
their perception of the link between their 
vision of a free India and the liberation of 
the Muslim countries from the yoke of 
colonial rule. Ansari established a Unk 
between British colonial policies in India and 
the larger interests of the west in'exploiting 
the weaker nations of the East and in per¬ 
petuating “the bondage and slavery of 
Asiatic people”. To him it was not only a 
question of India’s honour and freedom, but 
of a great struggle for emancipating all the 
enslaved people from the thraldom of the 
west.® 

It has been argued that men like Ansari 
extended their notion of independence from 
foreign rule to all Islamic countries in order 
to restore a single Islamic state under a 
revived Khilafat, that thdr call fat jehadhad 
a strong traditional basis, and their anti¬ 
colonial rhetoric was merely an eyewash— 
a clever device for achieving narrow sectarian 
ends. We have tried to show that this was 
not the case. A close study clearly indicates 
that whatever may have been the unstated 
objectives of the Khilafat campaign, it 
served an objective need of mobilising large 
numbers of people against the government, 
and, in the process, made them conscious 
of the importance of a harmonious com¬ 
munal co-cxistence. Muslims, in particular, 
were in the forefront of this mobilisation. 
This had never been the case before. 

The relationship between the Indians and 
the Ibrks was in the nature of a compact, 
because both Ibrkey and India were sub¬ 
jected to colonial rule. For this reason Azad 
observed that the agitation in India had at 
first been directed towards the salvation of 
the Khalifa and the Ottoman empire, but 
now it was plain that the problem of the 
Khalifa was part of the larger issue of British 
imperialism Khilafat workers must win 
Inca's liberty by means of non-coopeation; 
only then would they be able to save the 
Khalifa.^' Mohamed Ali offered the same 
advice: Muslims must flght for Swaraj with 
their non-Muslim brethren, for only in this 
way would it be possible to achieve the 
Khilafat aim.^^ 

Mohamed Ali made the most passionate 
and detailed attempt to demonstrate that 
pah-Islamism and nationalism were com¬ 
patible, arguing that western aggression 
against Muslim ktates hastened Muslim dis¬ 
illusionment with their traditional reliance 
on the British government and thereby con¬ 
tributed greatly to Indian unity.^ His inten¬ 
tion was to prove that, objectively speaking, 
his community’s reactions to events in Ihrkey 


deepened their involvement in the ami- 
colonial struggle In India and breught than 
closer to the Congress unda Ouidhi’t 
leadership. 

Mohamed Ali further stated that the 
Muslims have had a pre-eminent sense of 
community in their iMtanschmung, and 
especially so in India, where their adherence 
to Islam made them unique and gave them 
their “communatconiciousness”. “I have a 
culture; a polity, an oudook on life—a com¬ 
plete synthesis which is Islam”, he said at 
the Round Ikble Conference in 1930. He did 
not, however, believe that being a Muslim 
he was any less an Indian. His rdigious 
beliefs, as indeed his commitment to nation¬ 
alism, never appeared to him to be in¬ 
compatible^ He could—and must—be 
true to both Islam and India. 1b further 
prove the compatibility of his loyalty to 
Islam and to his country, he took pains to 
explain that ‘‘where India is concerned, 
where India’s freedom is concerned, where 
the welfare of India is concaned, I am an 
Indian first, an Indian second, and nothing 
but an Indian”.^^ There is little doubt that 
this conviction was shared by irumy Muslims 
who were able to easily swing back and forth 
between pan-lslamic and local nationalist 
appeals, depending upon which was a more 
appropriate anti-imperialist weapon in a 
specific Indian situation. 

Khiiafat Movement 

The Khilafat movement has often been 
denounced as unreaslistic on the grounds 
that its emphasis on Muslim values and 
extra-Indian loyalties stood in the way of 
genuine unity. It has also been pointed out 
that those Muslims who joined the Congress 
and accepted Gandhi’s leadership during the 
Khilafat campaign were motivated by reli¬ 
gious considerations and that their alliance 
with nationalist forces was of an ephemoal 
and opportunistic nature The roots of this 
assumption lay in the unexpressed postulate 
that Muslims were unpatriotic because they 
were moved only by loyalty to the invisible 
theocracy of wli^h God was the ruler, and 
that they had developed a nationalism of 
their own which was Islamic in tone and 
content. “Under the circumstances”, observ¬ 
ed the Congress and Hindu Mahasabha 
leader B S Moonje, "how can peace and 
amity now grow betweoi the Hindus and the 
Muslims unless either the Hindus surrender 
and become a consenting party to the 
Islamic Mission or if they are equally deta- 
mined to preserve their essoitially sdentifle, 
identity separate from the one-sided Nation¬ 
alism of the Muslinu”. 

The debate centred round the supposed 
contradiction baween Indian nationalism 
and “Islamic nmionalism” can be dis¬ 
regarded, for its implications, if aoK were 
hardly discernible in the political trreds of 
the early 1920s. What deserves ctmsidem- 
tion, however, is how the Kbilafia movement, 
in spite of its pan-lslamic bias, merged into 
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« general political struggle far outstripping 
its origina] limitations. 

It is a lesser known fact of modern Indian 
history that the Khtlafat committees in some 
areas were often indistinguiriiable from local 
Congress bodies, volunteer groups, Kisan 
Sabhas and Home Rule Leagues in their 
composition and political objectives. This 
imparted a purposeful political dimension 
to their activities. "There is nothing to 
choose locally”, commented an official, 
“between a gathering under the auspices of 
the Kisan Sabha or ot the Khilafat Commit¬ 
tee. Both movements appear to have been 
completely captured by the non-cooperation 
party.”^’ This was not just a joyful 
demonstration of the newly-found sense of 
solidarity, but an awareness of the "extra¬ 
ordinary stiffening-up" of a demoralised, 
backwari, and broken-up people taking part 
in disciplined, joint action on a countrywide 
scale.” 

In several areas of agrarian unrest in UP 
peasant unrest was not just tacked on to the 
Khilafat and non-cooperation programme, 
but the Khilafat Committees and the Kisan 
Sabhas provided a tangible sign of acting in 
unison in attacking their common identi¬ 
fiable enemy—the landlord—who was per¬ 
ceived as an ally of the government Here 
lay the danger in government’s assessment, 
a fact referred to when the secretary of the 
Rae Bareili Khilafat Committee spoke at a 
Kisan Sabha meeting on February 6. “What 
might have been in its way a harmful and 
beneficent movment”, obsnved an ofTiciai, 
"is in danger of being rapidly perverted into 
a vehicle for virulent abuse of and violent 
agitation against the government’’.” 
Evidence ot the potentially dangerous 
alliance came from other areas as well. A 
Kisan Sabha rally at Fyzabad, held on 
December 20-21,1920, was probably orga¬ 
nised by Khilafat workers.” Local l^ilafat 
leaders—Lai Mohammad and Maulvi Rissat 
Husain—addressed a similar gathering at 
village Sdethu in Maharajganj on February 
2, 1921; the meeting at village Balia in the 
same police station area a week earlier was 
organised by Amid Syed, a local Khilafat 
agitator. 

A notable feature of many such meetings 
was the attempt to establish a definite link 
between the demands of the Kisans and the 
Khilafatists, on the one hand, and the attaui- 
ment of Swaraj, on the other; in fact, words 
like "Khilafat” “Kisan eku”, "Swaraj", 
“Gandhi” were all intended to conjure up 
in the minds of the people a picture of bring¬ 
ing about a better worM un^r the direction 
of better leaders.^' Thus Maulvi 
SalamatuUah, associated with Maulana 
Abdul Bari, declared at a Kisan Sabha 
gathering^t the peasant interest would be 
protected only after the dignity and prestige 
ot the Khalifa was restored. Kamaluddin 
Jafri, the A ll a h a b ad-based lawyei; Baked the 
redrcisal of their grievgneet with the attain¬ 
ment, of SwaiRi ubder the Conpeu direc¬ 


tives. This view was expressed at a Kisan 
Sabha conference at Al^arpur in Fyzabad 
district and was endorsed by Hafiz Alam 
and Mohammad Nabi of Tknda, important 
Khilafatists in eastern UP.” 

The collaboration between the Khilalatists 
and groups of peasants and workers was 
equally pronounced in Bengal and the 
Punjab. In Bengal this was facilitated by the 
failure of harvests between 1918 and 1922, 
the rise in prices, the fall in the prices of jute, 
and the influenza and cholera epidemics in 
the Punjab, on the other hand, the North 
Western Railway strike which was initially 
called at the end of April 1920 for the im 
provement of the workers’ material con 
dibons, subsequently began to coalesce with 
the Khilafat agitation as the strikers began 
to perceive it as a movement against a 
“tyrannical and exploitative’ government ” 
In assessing such strands in the Khilafat 
agitation it is also worth taking note of the 
Congress-Khilafat League entente These 
organisations met in the same city and 
around the same time; often the Khilafat 
Committee and the Muslim League took 
their political cue from the Congress and 
endorsed us decisions. The 1918 League 
session, for instance; did so, and, as in the 
Congress, so in the League, wrote an intel¬ 
ligence officer, “the moderate have lost all 
control”. The same spirit prevailed a year 
later, though speeches made at the League 
platform "were more violent in their 
language and defiant in their general atutude 
than the extremist Hindus at the meetings 
of the Congress”. Anti-British spirit, empha¬ 
sised the government report, “reigned 
supreme'’.” In July 1920, the League in¬ 
sisted that the Congress meet flrst so that 
It could recommend and decide the course 
of action for the Muslims.” 

Communal Harmony 
Such demonstrations of political unity 
were matched by spontaneous expressions of 
communal harmony. It is noteworthy that 
most parts of the country were free of com¬ 
munal violence, and that existing disputes 
over cowsiaughter and music before mosques 
were settled amicably. In Delhi and the 
Punjab, in particular, the Prem Sabhas and 
Anjuman- 1 -lslam worked strenuously to 
ensure the peaceful observance of religious 
festivals.” The spirit of the time was cap 
tured by Zafar All Khan in the verse: 
Aaee ham Aasman se chat kar woh .juwaten 
Jo Musltm-o-Hunood ko sheer-o-shakar 
karen 

[Heavenly forces have helped to forge the 
bonds of friendship between the Hindus and 
the'Muslims.] 

Or by Agha Hashr: 

Ho gaeen btkhn huee eenten baham 
tampeer ki 

Mil gaee har ek kart tooti huee zanjeer ki 
But—rttikan wahdast—panat ek jism ek 
Joan ho gaye 

Ghut hua tbtniya me phir kttflr Musalman 
hogaye 


[The disjointed pieces have been put te 
order again 

The links of the broken chain have been 
discerned 

rhe idol-worshippers and the iconoclast have 
joined hands 

There is a dinning clamour that the kafirs 
have again embraced Islam.] 

Short-lived as tins unity was, the fact thid 
It was accomplished was a suffichmt indica¬ 
tion of the strength and fervour of ^ 
nationalistic spirit of which it was the out¬ 
ward expression “The scenes that were 
enacted ^fore thy eyes", wrote the Secretary 
of the Bengal Khilafat Committee, “matte 
me feel that the artificial barriers that had 
tong been preventing the two major com¬ 
munities of the country to come together, 
had been miraculously swept away by the 
onrush of the all-embracing non-coopera¬ 
tion movement” ” 

II 

The dramatic events which followed the 
collapse of the Khilafat and non-coopera- 
tion movements have been extensively 
covered in several historical works. Yet. there 
are certain aspects which call for a re¬ 
examination To begin with, we need to 
qualify several generahsanons concerning 
the state of communal relations and its 
impact on Indian politics and on the future 
of the nationalist movement. Admittedly, 
theie was a marked worsening of Hindu- 
Muslim relations. The edifice of inter-epm- 
munal amity built during the Khilafat and 
non-cooperation days also collapsed in the 
years 1922-6. Yet, it would be wrong to con¬ 
clude, as some historians have, that the 
Hindu and Muslim communities were 
arrayed against each other, or that the Indian 
society was polarised along communal lines. 
Though conflict and intense competition 
existed in some areas and among certain 
identifiable groups, we must not be oblivious 
to the fact that most Indian people con¬ 
tinued to work on a cross-communal net¬ 
work, strengthened by bonds of soao- 
economic interests and by centuries of com¬ 
mon historical experiences. Islam in India 
remained firmly rooted in the sub-continent 
and most of its followers were inextricably 
linked with the fortunes of the society they 
lived in. This perspective must not be blurred 
by the emergence of Muslim separatism in 
the 1940s, and the creation of Pakistan in 
August 1947. 

The role of the Deobandi uiama and of 
the Jamiyat al-ulama is illustraUve of the 
vast ’reservoir’ of nationalist sentiments in 
a powerful and influenual section of the 
Muslim community. Drawn into the nation¬ 
alist fold during the Khilafat and non- 
cooperation agitations, the iriema-Congress 
alliance remained an important fdature of 
Indian politics. Tliit was evident during the 
dvil disobedience movement in 1930-32 
when the Jamiyat favoured “Muslims work¬ 
ing shoulder to shoulder with their brethren 
in the fight for* freedom", and its leaders 
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joined the ranks of satyagrahis with en¬ 
thusiasm. In June 1937 a number of them 
worked for the Congress candidate in the 
crucial Bundelkhand election and toured 
various parts of UP in connection with the 
mass contact campaign. In August, Husain 
Ahmad Madani, president of the Jamiyat 
al-uhma, appealed to his community to join 
Congress in the fight for freedom,’’ and a 
year later he propounded his theory of com¬ 
posite nationalism in Mutahhidah qaumiyai 
awr Islam (composite Nationalism and 
Islam). In his letters to Mohammad Iqbal 
he argued that the word qaum (community) 
could be applied to any collective group 
whether its common characteristics was 
religion, common habitat, race, colour or 
craft. It should be distinguished from miUal, 
which refers to a collectivity with a sharia 
or din. Indian Muslims were fellow-nationals 
with other communities and groups in India, 
though separate from them in religion. At 
present, he said, nations were made by 
homelands, as for instance England, where 
members of different faiths make one 
nation. Madani argued that freedom from 
British rule was necessary for the welfare of 
Islam, so that Muslim religious duties could 
be properly performed. The Muslims were 
not strong enough to win this freedom for 
themselves, but needed the help of non- 
Muslim communities. He wanted indepen¬ 
dence for India in order that Muslims could 
freely express their religious personality, 
enjoy a really Islamic system of education 
and remove corruption from their social life 
by abolishing British-made laws.’'' On 
March 3-6, 1939 the Jamiyat called for co¬ 
operation with Congress “according to 
Islamic principles and dictates of wisdom 
and foresight”, and urged Indian Muslims 
to enlist as primary members of the Con¬ 
gress and participate in its activities'-“as it 
is the only constitutional way to reach the 
toal of independence and achievement and 
protection of religious and national rights 
of Mussalmans”.*” Madani’s sympathy for 
the Congress and the Jamiyat advocacy of 
Indian nationalism carried forth the tradi¬ 
tions of political radicalism initiated in the 
twentieth century by the Shaikhul Hind 
Maulana Mahmud Hasan, principal of the 
Daral-Ulum at Deoband, and his followers. 

A clear understanding of the role of the 
ulama and their impact on Indian politics 
must await a detailed investigation. One 
would only like to offer two suggestions. In 
the first place, it is simplistic to regard the 
ulama as standard bearers of Muslim 
orthodoxy and conservatism whose concerns 
were limited to regulating the religious and 
educational life of the Muslim community. 
Such a view ignores the range of their 
involvement in other spheres, especially in 
organising, conducting, and leading some 
vitally important political movements in the 
; first four decades of the twentieth century, 
h’ Secondly, the ideological basis of the ulama 
fj politics needs re-examination, as a corrective 


to the oft-repeated notion that the Jamiyat, 
for instance, had exclusive communitarian 
concerns and its anti-colonial posture, being' 
grounded in Islamic theology, was inconsis¬ 
tent with the essentially secular thrust of 
Indian nationalism. It is true that the ulama 
thought and acted within the Islamic frame¬ 
work, but neither the framework nor their 
understanding of it remained constant and 
unchanging. It is equally true that the future 
of Muslims and of Islam were among their 
central concerns. At the same time, their 
communitarian concerns were not limited to 
the religious domain and to specific issues 
relating to the sharia, and they intervened 
in politics not as spokesmen of Muslims 
alone but of other groups as well. Their 
religious idiom and the use of Islamic 
symbols was intended to serve the secular 
objective of ralij'ing the populace around the 
Indian national movement. This was ex¬ 
emplified in the political activities of the 
Ueobandi ulama connected with the Jamiyat 
al ulama-i Hind. 
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DISCUSSION 


IN h« earlier response (fJ'H', May II, 1983) 
Ins Kapil ends her arguments with a plain 
tive cry ol “W hoii un we trust7” I his cry 
IS echoed m her latet article (EPIV, April 12, 
1986) when she tries to gather support for 
her point of view by quoting the WHO “ 
if ICMR’s judgment is not to be trusted” 
Since faith in the infallibility of scientific 
bodies seems to be the factor tilting the 
balance, their trustwonhiness needs to be 
examined vis-a vis injectable contraceptives 
NET-EN was lust marketed in 1967 and 
almost fifteen years after its “widespread 
use” the Twelfth Annual Report ol the 
WHO, published in /98J states 

there are a number of questions on the 
effectiveness and salety of DMPA and NET 
EN that continue to require research optimal 
time and dose regimens, effeas on lactation 
and progeny, long term sequelae, effects on 
bpid meudiobsm and on endometrial bleedmg 
and performance of these irijectabics in the 
normal service vmiations [1] 

And yet, in /982 the Toxicology Review 
Panel ol the WHO had found Nil EN to be 
a safe contraceptive and had recommended 
Its use in family planning programmes 
Studies by the WHO according to Kapil, 
“have as yet failed to identify any health risk 
associated with the use of E^po Provera and 
have shown no adverse effect on the com 
position or yield of breast milk” Yet m 1983, 
the Federal Health Office ol West Germany, 
where the parent company manufacturing 
NET-EN IS based, revised its ruling with 
specific reference to the use of NET-EN and 
DMPA dunng lactation The new ruling 
reads “ in order to prevent the threat of 
an unjustifiable health risk neither of 
these products may be used dunng lacta 
uon” [2] 

If Kspil would not be so awed by the 
WHO and the ICMR and take the time to 
list out their own admissions she too would 
question the basis on which the injectables 
an being declared safe* 

Fhetors fovenung the rate of metabolism 
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of contraceptive hoimones are not well 
understood[3] 

The rate of decline of circulating norethi 
stcrone in patients having multiple injection 
was significantly slower, suggesting a 
decrease in the metabolism of the steroid 
1 he nature of this alteration in metabolism 
IS obscure It IS not known altci how long the 
change to i slowei metabolism occuis (4] 

Whether bodv weight influences hormone 
metabolism is unclcar|3] 

In the WHO multicentric trial of 1977 no 
systematic differences in factois could be 
identified to account for the high failure rate 
(The trials were actually discontinued 
because ot the high lailuic rates) [6] 

I ittle IS known about the basic mocliamsms 
ot bleeding disturbances especially those 
related to steroidal contraceptions Neither 
the blood levels of progestogens not the en 
domett lal morphology appear to be related 
to the bleeding patterns (7) 

A satislactory apptoach to the manage 
ment ot prolonged oi heavy bleeding due to 
injectable contraceptive has not yet been 
developed [8] 

Nothing IS known about whether syn 
thctic progestogens have any effects on 
normal hormonal changes in the early infant 
which may in turn affect the latter sexual 
development [10] 

When a breast-feeding woman uses wy 
hormone small quantities of the drug pass 
into breast milk and is consumed by the 
infant Whether the infant will suffer any 
long-term ill effects is unknown and is bang 
studied [11] 

1 Ittle information from human studies is 
available on long acting injectable con¬ 
traceptives and the risk of neoplasia, 
although results from animal toxicology 
studies have raised concern about possible 
carcinogeiuaty [12] 

Other important aspeas such as the 
unmuno-suppressivt effect of the injectable 
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4]iti th« woouA md her bmuufMl iniiuit, the 
^poMibUity of irreversible pituitery ovarian 
and endometrial atrophy have not been 
studied. Despite all these gray areas, the 
WHO confidently asseru that NET-BN is 
safe and goes as far as to include it in its 
model list of essential drugs as a com¬ 
plementary contraceptive [13], 
it is an old cliche; statistics can be made 
to prove uiythiog and ICMR is not beyond 
thiowing in percentages to conAise the issue. 
A classic example of misrepresentation of 
dau can be had from report of the NET- 
EN Phase III trial conducted by ICMR. 
Haemoglobin (Hb) levels m each subject 
were monitored throughout the study. At the 
time of enrolement, 13.3 per cent of the sub¬ 
jects had Hb levels ranging between 8 and 
9 gm per cent and the remaining 86.7 per cent 
had Hb more than 9 gm per cent Of these, 
48.7 per cent had Hb levels over 10 gm per 
cent (normal for Indian women) Though a 
large number of subjects discontinued the 
trial because of excessive menstrual bleeding, 
etc, the Hb levels at the time of enrolment 
showed no signilicant difference at the time 
of discontinuation. the above obsersra 
tions indicate no relationship of Hb levels 
with the type of menstrual disturbances 
which remains to be established since in this 
trial the method of Hb estimation was not 
uniformly standardised Nor was any rxtci 
nal quality control procedure adopted |I4] 
The first sentence in the above quote 
would have us believe that as part of the 
Phase III trial (carried out from standard 
teseareh institutions and medical college 
hospitals) adequate efforts were made to 
ensure that Hb levels were monitored pro¬ 
perly. However, only when we come to the 
last sentence do we reabse that it was not 
so. Similarly, the way tn which the second 
sentence is framed, it would have us believe 
that only 13.3 per cent of the women had 
Hb less than normal at the time of recruit¬ 
ment. But if one reads carefully, one would 
realise that in reality 51.3 per cent had Hb 
less than 10 gm per cent (normal for Indian 
women) at the time of recruitment. In the 
Indian context with the prevalence of 
anaemia being so high the importance of 
estimating Hb level in relation to a drug that 
causes menstrual disturbances, cannot be 
over emphasised. ICMR by not standardising 
this relatively simple but all-important test 
has not discharged its duty as an apex saen- 
tiflc body in a responsible manner. And to 
add insult to injury ICMR has had no com¬ 
punction in drawing the conclusion that 
bleeding disturbances have no signiHcant 
effects on Hb levels and in proceeding into 
Phase IV trial which is a pre-marketing 
study. 

Kapil's argument that the injectable 
should be considered for use in family plan¬ 
ning programmes which do not have the 
required level of resources and management 
pkills to introduce the pill, lUD, condom and 
diaphragm comes as a surprise, lb take just 
one instance, the IC, to be effective needs 
to be given within the first five days of the 
menstrual cycle. Since all the ‘accepting’ 
'women fiom an area will not be menstruating 
on the same day. the sheer logistics of 
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including this activity Into the MFW(F)’$ 
routine work is mind-boggling. 

Providing a check list to the auxiliary 
worker to use when prescriUng the ICs may 
sound easy, but this in no way is going to 
hdp the worker to distinguish between 
amenorrhoea due to pregnancy (because of 
the failure of the IC and amenorrhoea due 
to the IC (a common wdl-documented com¬ 
plication with NET-EN). Further, although 
it is the fact that NET-EN is an injectable 
contraceptive which makes it a very accep¬ 
table contraceptive to the policy makers, it 
is also this very fact which is going to create 
problems at the service delivery level. Since 
NET-EN is adminuteied in an oily viscous 
solution. *it is difficult to take into and expd 
from a syringe If the drug is not injected 
deep into the muscle or if the injection site 
IS massaged, release from the injection site 
may be accelerated, and the period of con¬ 
traceptive efficacy shortened” [15]. In fact 
the correct injection techique in injecting 
NET-EN is so important, th^ in one cimicai 
study which compared two trials, variation 
in the injection technique was stated as a 
possible reason for the difference in the 
failure rates observed in the two tnals [16]. 
Surprised by the higher method failures in 
their Phase 111 clinical trial, even ICMR 
states “Certain difficulties in administering 
the drug, such as the leakage of NET-EN 
solution from the syiinges, was reported in 
general and specifically from the centres 
where maximum pieiinancies were reported” 
[17]. 

Kapil as a final clincher to her argument 
gives the example of the success of a “well- 
reported” project from South India. The 
term well-reported could mean well-written, 
widely reported or adequately substantiated. 
We presume that Kapil has had the oppor¬ 
tunity to go through the data and has 
satisfied herself that the conclusions drawn 
are not based on anecdotes but on evidence 
that could stand scientific scrutiny. What is 
apparent is that the Im of disadvantages 
listed appear to be written from the point 
of view of how it would affect continuation 
rates. Nowhere does it appear to stem from 
a concern for the health of the women 
involved. For instance, women may drop out 
because of weight gam and lethargy and 
believe it is due to the accumulation of “bad 
blood”, basically an un-scientiHc assump¬ 
tion. But to attribute this to “absences of 
blood loss and the loss of fear of getting 
pregnant with a resultant happy frame of 
mind and better eating” smacks of pseudo- 
sdentiEcity. This explanation would have us 
believe that poor eating due to fear of 
pregnancy is a major cause of under¬ 
nutrition in Indian women. The fact is that 
the cause of wei^t gain due to ICs (just one 
of the many side-effects documented) is 
poorly understood. Similarly the sweeping 
statement that “lack of menstrual periods 
dso increase the number of working days 
and therefore the family’s income and food” 
also needs to be taken with a pinch of salt 
as—ajMTt from the obvious reason of why 
it could not be so—in the case of DMPA, 
menstrual chaos of the inerrase in the 


numbre of W ew Hw g b mndk gw i i it 
than the peirod ^nitMaoRlipM Qftelagie 
of increased income were to be true DMIA 
should in, fact decreare the number of 
working days). 

It also wpears from the quoted repnt of 
the Thmil Nadu project, anytUng and 
everything can go in the name of “a^vn- 
tion”. On the one hand the ii^ectableb being 
upheld as a ‘liberating’ icxperienoe for 
women (wienses women ftom oppression by 
their husbands and in-taws) and on the other 
hand it is being promoted aa a drag that 
would give (I) male babies CVme p^t of 
powerful persuasion is that after discon¬ 
tinuation of Depo ... we have found more 
male balUes were born’% Strange logie this. 

And finaUy we would like to asv a word 
of accejnability. ICMR’s own l epoit states 
“the overall continuation rates with NET- 
EN were (20 per cent) lower ttam those 
observed under similar condition with 
Cu T 200 mm lUCD” [18]. If in ICMR’s opi¬ 
nion a drop-out rate of 70 per cent within 
two years proves the acceptability of a spac¬ 
ing method, then we could say wishes are 
horses and beggars do ride. 
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A NUMBER of studies on bank’s proflt- 
ability published particularly during the last 
three years have contained mote or less a 
common hypothesis. Hiis 1$ that the deterio¬ 
ration in profitability of Indian scheduled 
commercial banks in recent years has been 
chiefly caused by the policy constraints. In 
support of this hypothesis, a considerable 
amount of statistical evidence has been 
generated from data relating to the post¬ 
nationalisation period for the 14 major 
Indian commercial banks. The broad con¬ 
clusions derived from these empirical studies 
may be summarised as follows: 

(1) The economic and monetary policy 
objectives such as regulation of money 
supply, deployment of credit to priority 
sectors, mobilising funds for financing the 
Five-Year Plans and so on have pushed down 
the banks’ profitability. 

(2) In particular, the changes in interest 
mte structure and pre-emption of funds have 
been mainly responsible for the high profits 
of the mid-seventies and the subsequent low 
profits. 

This note examines the validity of these 
conclusions and tries to identify the root 
causes of the deterioration in the profit¬ 
ability of banks. 

To start with it is useful to explain the con¬ 
cept of profit. The term bperating profit 
uskl here indicates the excess of operating 
income over operating expenses of a bank. 
In effect, this is gross profit of banks before 
tax and transfers and excludes income, if any, 
from the non-banking business. The chief 
merit of this concept of profit in respect of 
Indian scheduled commercial banks is that 
it is strictly comparable not only over a 
period of time but also between the bank 
groups. 

Profitability of Indian Scheduled 
Banks 

Discussion of changes in aggregate profits 
of scheduled commercial banks is not 
meaningful since it does not bring out 
clearly factors affecting profitability of 
banks. Changes in profits of Indian sche¬ 
duled commercial banks are, therefore, 
discussed here in relation to certain denomi¬ 
nators. IWo denominators used here refer to 
working funds and current operating 
earnings. 

Pront as per cent of working funds 
showed a persistent decline from 1.07 per 
cent in 19M to 0.65 per cent in 1970. While 
1972 and 1973 witnessed a further fall in 
profitability, the remaining years in the 
decade 1971-80 indicated a marginal im¬ 
provement in profitability of scheduled com¬ 
mercial banks. However, profitai^ty during 
1981 and 1982 at about US per cent com¬ 
pared well with the profitability during the 
years prior to 1965 Clhble 1). 

Prontability as measured in terms of 
working funds tefkets the ability of a bank 
fo max^dse its return on wwking ibnds. But 


it does not reveal clearly the relative effi¬ 
ciency of a bank in respect of mobilisation 
and deployment of funds. Thus, in order to 
examine the relative significance of earnings 
and expenses in influendiig profitability, the 
ratio of profit to operating earning will have 
to be considered. 

The trend in profits as per cent of 
operating earnings of Indian scheduled com¬ 
mercial banks was more or less similar to 
that of profiubiliiy as-measured in terms of 
working funds. More or less continuous 
downward movonenc in the profitability was 
noticed during the period 1952-70. The 
profitability of the banks showed a decline 
from 23.5 per cent in 1952 to 8.8 per cent 
in 1970. However, 1971 witnessed a slight im¬ 
provement, while during the period 1972-80 
profitability was oscillating around 7 to 9 
per cent. During the last two years of the 
period under review, the profitiAility of the 
banks at about 12 per cent showed some im¬ 
provement (Ikblc 1). 

The small improvement.in profitability of 
Indian banks as a whole observed in recent 
years (1981-1982) cannot be explained 
satisfactorily unless bank-wise data are 
available: In the ab.sence of such data bank- 
group-wise data which are readily available 
for the period 1970-82 can be used to explain 
broadly the movement in profitability. It is 
evident from bank-group-wise data on 
profitability that there was an improvement 
in profitability of State Bank of India group 
after 1975. In contrast a considerable 
deterioration in profitability of nationalised 
banks was seen from 1972. Profitability as 
percentage of current operating earnings of 
the SBl group rose from 12 per cent in 1975 
to 19 per cent in 1982, while the nationalised 
banks’ profitability declined from 11.8 per 
cent in 1971 to 8.5 per cent in 1982 (Ihble 2). 

The above analysis brings out that the 
deterioration in profitability of Indian 
scheduled commercial banks as measured by 
profit as per cent of working funds and 
operating earnings began from the early 
sixties. In view of this, it is very difficult to 
ascribe the deceleration in profitability to 
policy constraints only. For the majority of 
the policy measures which are regarded as 
constraints have been introduced only since 
the early seventies (and have been made 
more vigorous since the mid-seventies). This 
is evident from the brief survey of policy 
constraints given below. 

Survey of policy Measures 

The cash reserve ratio, which is con.sidered 
to be one of the significant causes of 
deterioration in profitability of the sche¬ 
duled commercial banks, was not used 
during the sixties as it was maintained at the 
minimum of 3 per cent during the entire 
decade. The first major upward revision in 
CRR was effected in 1973, when it was raised 
first from 3 per cent to 5 per cent in 
June 1973 and further to 6 i>er cent and 7 


per cent, respectively, on September 8, and 
September 22, 1973. In the subsequent yean 
many upward and downward revisions have 
been effected. At present the banks ate 
requited to maintain 9 per cent of their time 
and demand liabilities in the form of cash 
reserves. An incremental CRR of 10 per cent 
of the increase in net demand and time 
liabilities over the level as on November II, 
1983 was introduced on November 12,1983. 

Similarly, the Statutory Liquidity Ratio 
(SLR), another important policy instrument 
which is regarded as a cause for deteriora¬ 
tion in profitability of the banks was at the 
minimum 25 per cent during the sixties. The 
upward revisions in SLR were brought about 
After 1970. At present, the banks are required 
to maintain SLR of 37 per cent of their Dll. 
(Demand and Time Uabilities). 

The prescription of interest rate structure 
pertaining to credit and deposits of the 
scheduled commercial banks is considered 
as another policy constraint affecting the 
profitability of banks. The prescription of 
a minimum lending rate for advances to be 
adhered to by the scheduled commercial 
banks was resorted to by ihe Reserve Bank 
since I960. It is only since 1976 that maxi¬ 
mum lending rates for bank loans were in- 

Tabie 1: Prohis and Prohiability oe 
S c HEDULEO Commercial Banks 


f/tx crore) 


Year 

Operating 

Profit 

Profit as 
ftr Cent 
of Current 
Operating 
Earnings 

Profit as 
Per Cent 
of 

Working 

Funds 

1952 

8 

23.5 

... 

1953 

7 

20 6 


1954 

7 

18.9 


1955 

8 

19.5 

- 

1956 

to 

20.4 

- 

1957 

13 

21 0 

- 

1958 

11 

15.3 

- 

1959 

14 

16.9 


1960 

18 

19 6 


1961 

24 

23.3 


1962 

25 

20.8 

1 18 

1963 

25 

18 7 

1 05 

1964 

29 

180 

1.07 

1965 

28 

13 6 

0.91 

1966 

31 

12 2 

0.87 

1967 

31 

10.5 

0.76 

1968 

35 

10.4 

0.77 

1969 

38 

lO.I 

0.75 

1970 

40 

88 

0.65 

1971 

58 

lot 

0.80 

1972 

56 

8.3 

0.66 

1973 

57 

6.7 

0.55 

1974 

97 

82 

0.78 

1975 

126 

7.9 

0.83 

1976 

ISI 

75 

0.79 

1977 

210 

8.6 

0.88 

1978 

254 

9.2 

0.86 

1979 

286 

84 

0.79 

1980 

414 

9.2 

0.94 

1981 

727 

12.8 

1.36 

1982 

860 

12.2 

1.34 


Note: Not Available. 

Source: “Statistical Tables Relating to Banks 
in India”, Reserve Bank of India, 
various issues. 
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tipduMd. As ngaurds the interest rate on 
deposits, prior to 1964 the ram were 
governed by voluntary agreement among (he 
banks. The regulation of interest rates 
on deposits actually commenced from 
September 1964. apart from a short period 
from September 1960 to F^ruary 1961 when 
the interest rate upto 21 days was pegged. 
Payment of interest on current accounts and 
on deposits upto 14 days was prohibited 
since 1969. It could be observed from the 
changes in interest rate structure relating to 
deposits that the frequent upward revisions 
in the interest rates were effected since 1970. 

Deployment of bank credit to priority 
sectors is often referred to as one of the ma¬ 
jor policy constraints on banks’ profitability. 
In 1974 the Government of India laid down 
two important national targets to be attained 
by the public sector banks: (I) deployment 
of credit to priority sector, and (ii) credit- 
d^sit ratio of at least 60 per cent in respect 
of rural and semi-urban branches separately. 
The public sector banks were advised in 1974 
that their priority sector lending should 
reach a level of not less than 3?'/} per cent 
of theii out.standing credit by March 1979. 
In 1980 this ratio was raised to 40 per cent 
to be achies'cd by March 1985. The Differen¬ 
tial Rate of Interest Scheme was introduced 
in 1972. 

The tremendous expansion in rural 
branches took place in seventies. The 
number of rural offices of commercial bank.s 
increased from 1,833 in .lunc 1969 to 22,629 
in June 1983. During the period 1970-74 the 
number of rural offices increa.sed by 871, 
while in the subsequent period 1975-82 the 
increase in rural offices was in the region of 
2,000 to .3,000 per annum. The deployment 
of bank credit to the priority sectors went 
up sharply from Rs 440.97 crore (14.6 per 
cent of the total bank credit) in June 1969 to 
Rs 18,407 crore (38.38 per cent of the total 
credit) in March 1985. Direct loans to agri- 
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culture showed a substantial increase from 
hardly Rs 40.21 crore (i e, 13 per cent of 
total bank credit) in June 1969 to Rs 3,447.12 
crore (12.7 per cent of the total bank credit) 
in June 1982. Civdit to small-scale industiies 
showed an increase from Rs 251 crore in 


June 1969 to Rs 6,608 crore in 1985. 

The above survey of the major develop¬ 
ments in the policy measures reveals that the 
chief policy constraints often mentioned in 
connection with the declining profitability 
of banks were initiated mostly during the 


seventies. As such, policy constraints or 
exogenous factors are not entirely respon¬ 
sible for the declining profitability of the 
banks since the early sixties. Faaors affec¬ 
ting profitability are to be found also out¬ 
side the policy constraints. For identi^ing 
them, a study of trends in earnings and 
expenses is necessary. 

responsiveness of Earnings 
AND Expenses 

As noticed earlier, the percentage share of 
profit of Indian scheduled hanks in their 
total earnings witnessed a more or less 
continuous decline during the period 1963-70. 
During the period 1971-82, 1971, 1981 and 
1982 witnessed some improvemmt over the 
previous year. But in the remaining yean the 
profits showed deceleration. This coukt be 
attributed to fall in earnings as well as rtoe 
in expenses in relation to expiuisimi in the 
total business of the banks. 

Ihe relative changes in earnings and ex¬ 
penses could be clouly gauged fiom the 
trends in responsiveness of esraings and of 
expenses to the output or woriting ftmds. 
The responsiveness of operating enmtnn 
represents the rriationship.between pocos- 
tage change in earninp and ptaoMtaic 


l ABir 2: !»R<>ii(ABiiir> oi Dll» r rent Gboi.'fs or Banks 


PkiI'ii and Profitability of Profits and Profitability of Nationalised 

Year SBI Oroijp _ ___ 



Opcr.iiing 

Profits 

I’rofil as 
Per Cent of 
Current 
Operating 
I'.arniiigs 

Piofit as 

Per Cent of 
Working 
Funds 

Operating 

Profits 

Profit as 
Per Cent of 
Current 
Operating 
tamings 

Profit as 
Per Cent of 
Working 
l-unds 

1%9 

12 

98 


25 

II.O 

- 

1970 

10 

6.8 

0.51 

28 

lO.I 

0.75 

1971 

15 

8.0 

0.64 

41 

11.8 

0.94 

1972 

15 

6.9 

0.56 

38 

9.4 

0,74 

1973 

19 

7,1 

0,60 

35 

7.0 

0.56 

1974 

27 

7.4 

0.70 

60 

8.4 

0.80 

1975 

63 

12.1 

1.32 

55 

5,9 

0.62 

1976 

69 

11.0 

1.16 

73 

6.2 

0.65 

1977 

114 

14.3 

1 55 

87 

6.2 

0.63 

1978 

119 

13.1 

1.28 

117 

7.5 

0 70 

1979 

129 

11.5 

1.12 

130 

6.8 

0.60 

1980* 

198 

13.0 

1.45 

199 

7,3 

0.72 

1981* 

393 

18.4 

2.35 

308 

8.8 

0.92 

1982* 

486 

19.0 

2.35 

348 

8.5 

0.89 


Note: * From 1980 onwards, figures relate to 20 nationalised banks. 
'Source: Same as for Table 1. 
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relatively high efficiency in deployment of 
funds. Conversely, the rise in earnings by less 
than unity indicates relatively low efficiency 
in the use of loanable funds. 

The rate at which the expenses change 
with the change in working funds is the 
responsiveness of expenses to the working 
funds. The rise in expenses at higher rate 
than the rise in working funds indicates 
relatively low cost effectiveness in con¬ 
ducting banking business. In contrast, in¬ 
crease in expenses at a lower pace than that 
of working funds reflects relatively high cost 
effectiveness. 

The trends in responsiveness of earnings 
and expenses to working funds are presented 
in Figure 1. It would be observed from the 
graph that during the period 1962-65 both 
responsiveness of earnings and responsive¬ 
ness of expenses rose substantially. But the 
rate of increase in the responsiveness of ex¬ 
penses was much larger than that of rise in 
responsiveness of earnings. Conversely, the 
downward trend was witnessed in respect of 
responsiveness of earnings as well as respon¬ 
siveness of expenses during the subsequent 
period 1966-69. However, the fall in the case 
of the former was much greater than that 
of the latter. This trend in responsiveness of 
earning and expenses explains to a great 
extent the continuous fall in the profitability 


of banks during the period 1963-69. 

During the period 1970-82 the difference 
in the movements of responsiveness of 
earnings and responsiveness of expenses was 
not considerable excepting in 1970 and 1971 
when the rise in responsiveness of earnings 
was much larger than that of expenses as 
compared with the preceding years. The im¬ 
provement in the earnings responsiveness 
over the expenses responsiveness was also 
noticed in 1976 and 1982. 

Movements in responsiveness of earnings 
and responsiveness of expenses according to 
bank groups are shown in Figure 2. It is 
interesting to notice that bank group-wise 
rhovements in responsiveness of earnings 
and expenses are more or less in conformity 
with the movements in responsiveness of 
earnings and expenses of all-Indian sche¬ 
duled commercial banks. However,, in the 
case of SBl group the rise in responsiveness 
of earnings during the period 1970-83 was 
much higher as compared with the rise in 
the responsiveness of expenses. Similarly the 
fall in earnings responsiveness was much 
smaller than the fall in the responsiveness 
of expenses of SBl group. But the difference 
in these movements in respect of nation¬ 
alised banks was not remarkable as in the 
case of SBl group. 

It is interesting to observe that movements 


in responsiveness of earnings and expenses 
are unidirectional. The upward movement of 
earnings responsiveness was followed by 
upward movement in expenses responsive¬ 
ness. Conversely downward movement in 
expenses responsiveness is followed by 
downward movement in earnings responsive¬ 
ness. 

Break-down of the expenses responsive¬ 
ness into interest expenses responsiveness 
and other expenses responsiveness is shown 
in Figure 3. It would be seen that the respon¬ 
siveness of interest expenses and the respon¬ 
siveness of other expenses moved together 
upward and downward during the period 
1963-1982 excepting 1967, 1976 and 1977 
when there was opposite movements in 
them. In 1967 the interest cost responsiveness 
declined while other expenses responsiveness 
rose. In contrast, interest cost expenses 
showed a small rise as against a sharp 
decline in other expenses during 1976. TJu 
year 1977 witnessed a considerable decline 
in the responsiveness of interest cost and a 
moderate rise in the responsiveness of other 
expenses. 

From the preceding analysis it is clear thid 
the trends in profitability of Indian sche¬ 
duled commercial banks could be explained 
satisfactorily in terms of the movements in 
responsiveness of expenses and responsive- 
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ness of earnings of the banks to their 
working funds. During the period 1963-82 
excepting 1971, 1976 and 1982 the rise in 
responsiveness of expenses was followed by 
rise in responsiveness of earnings. But the 
rise in the former was much larger than the 
latter. Conversely the fall in the responsive¬ 
ness of expenses was normally followed by 
the decline in responsiveness of earnings. 
However, the decrease in the former was 
much less than in the latter. Consequently, 
the profitability of banks witnessed a 
deterioration during the period. During 
1971, 1976, and 1982 some improvement in 
profitability was noticed on account of 
improvement in earnings and decline in 
expenses. 

V 

t 
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The more or less continuous decline in 
profitability of the Indian scheduled com¬ 
mercial banks and the unidirectional move¬ 
ments in the responsiveness of expenses 
reflect in part the absence of innovations in 
banking business. The innovations in the 
banking industry refer broadly to new 
methods of mobilising deposits and deploy¬ 
ing funds, widening market for banking 
services, diversification in banking business, 
restructuring the management, introducing 
manpower planning and development and 
mechanisation, etc. 

The absence of innovations in the banking 
industry would result in deterioration in 
prontability and unidirectional movements 
in expenses and earnings on account of 


unhealtiqt competiBott uKnic'illle 
intermediaries, low cost effiectivni^^ so 
on. In the context of the expanding finan¬ 
cial infrastructure in the country, growing 
competition among financial intermediaries 
cannot be avoided. Consequently the pres¬ 
sure on their earnings and expenses is in¬ 
stable. in this context, iruiovationt in their 
business with a view to bringing about im¬ 
provement in earnings and reduction bt oostt 
are imperative; In the case of Indian banks, 
development of non-fund banking business 
(like merchant banking), expanding foreign 
exchange business, me^attisation and man¬ 
power planning and development, improve¬ 
ment in recycling of funds, etc, would enable 
the banks to some extent reduce thmr costs 
and improve their earnings. 

SUMMING Up 

The preceding analysis brings out that a 
continuous deterioration in profitability of 
Indian scheduled commercial banks started 
from 1964. This could not be attributed 
entirely to policy constraints. For, the brief 
survey of the reg’ilatory measures shows that 
the majority of policy constraints were 
gencrat^ during the seventies. These policy 
measures might have contributed to some 
extent to the process of declining profit¬ 
ability of Indian banks during the seventies. 
The significant factors affecting profitability 
of the banks are, therefore, to be found out¬ 
side the policy constraints or exogenous 
factors. For this purpose, the earnings and 
expenses are subjected to different kinds of 
analysis. 

The relative changes in the earnings and 
expenses which have a direct impact on the 
profitability of the banks could clearly be 
gauged from the trends in responsiveness of 
earnings and responsiveness of expenses. 
The responsiveness of earnings and respon¬ 
siveness of expenses showed unidirectional 
movements during the period under review. 
The rise in expenses responsiveness was 
followed by the rise in earnings respon¬ 
siveness but the rate of increase in the former 
was much larger than in the latter. Similarly, 
the fall in the expenses responsiveness was 
followed by the fall in the respionsiveness of 
earnings. However, the fall in the former was 
much less than the fall in the latter. This 
trend in responsiveness of earnings and 
expenses explairts the deteriorating profit¬ 
ability of the banks during the period under 
review. 

The deteriorating profitability of Indian 
commercial banks and unidirectional move¬ 
ments in the responsiveness of earnings and 
expenses accompanied by greater rise in 
responsiveness of expenses to working funds 
than the rise in responsiveness of earnings 
to working funds and vice versa during 
thirteen years out of the twenty years under 
review reflect in part the absence of in¬ 
novative banking. 

Apart from effecting diversification In 
non-fund banking business, adoption of a 
degree of mechanisation in the bankii^ 
industry in the urban centres and introduc¬ 
tion of imaginative banking schemes in the 
rural areas would go a long way In improving 
the profitability of Indian scheduled com- 
merdal banks. 
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Setback in 

RELATIONS between the Union government and the Akah government in 
Punjab headed by Surjit Singh Barnala have this week touched their lowest 
point. The Centre has, according to press reports, decided to put the imple¬ 
mentation of the Punjab Accord on the back-burner and focus instead on 
stepping up police and para-military operations to suppress the terrorists. Rajiv 
Gandhi is said to have personally telephoned Barnala in Chandigarh on 
Monday to express his concern at the “sharply deteriorating law and order 
situation” in Punjab and to remind the Akah government of its responsibility 
for restoring confldence among the people of the state. The Prime Minister’s 
telephonic talk has been interpreted as a sort of warning to the Barnala 
government. 

It is not, however, any sudden deterioration in the law and order situation 
in Puitjab which is responsible for the stiffening of the Centre’s attitude towards 
the Akali government, but the latter’s rejection of the appointment of Justice 
D A Desai to constitute yet another commission to identify the Punjab villages 
to be transferred to Haryana in lieu of Chandigarh. It is true that the Punjab 
government’s rejeaion of the Desai commission has created a stalemate in the 
efforts to secure Chandigarh’s transfer to Punjab, but the blame for this 
development cannot be laid entirely, or even primarily, on the Akali govern¬ 
ment. Considering the manner in which the Desai commission was appointed 
by the Union government, it is difficult not to agree with Chief Minister 
Barnala’s characterisation of the Centre’s action as a “brcai h of our trust and 
a mockery of our judicial system”. 

If the blame for bringing the negotiations on the transfer of Chandigarh 
to the present impasse has to be apportioned, the larger pai t of it must go 
to the Centre and to the two commissions, headed by Justice K K Mathew 
and Justice E S Venkataramiah respectively, appointed by it to identify the 
territory to be transferred to Haryana in lieu of Chandigarh, as per clause 
7.2 of the Punjab Accord. Both commissions failed to discharge the task 
assigned to them and produced what can only be described as non-awards. 
Justice Mathew felt no qualms about writing in his report that he quite 
recognised that the outcome of his enquiry was such as would “render the 
very appointment of this commission futile?’. Justice Venkataramiah came to 
the conclusion, at the end of his term, that the task assigned to him involved 
a “time-consuming procedure’ and recommended that the government 
“appoint another commission” to deal with it. Ikking advantage of the recently 
enacted amendment to the Commissions of Enquiry Act, the government has 
refused to make public the Venkataramiah commission’s report, releasing only 
its recommendations. The commission did determine that in exchange for 
Chandigarh Punjab would have to part with 70,000 acres to Haryana. It also 
identified 43,000 acres for possible transfer which fulfilled the requirements 
of being Hindi-speaking and also contiguous to Haryana,' but coyly refused 
to recommend their transfer since it felt that these areas would anyway be 
covered by clause lA of the Punjab Accord which deals with border adjust¬ 
ments between Punjab and Haryana. After gratuitously drawing this red 
herring—the commission’s terms of reference pertained to the Acconl’s clause 
7.2 alone—it advised the government to try again with another commission. 

Worse was to follow yet. The Centre's appointment of the D A Desai 
commission last week with instructions to report within 18 hours or less and 
the commission's acceptan:e of this stipulation were nothing short of 
scandalous. The only inference possible was that the Centre had already decided 
upon the areas to be transferred to Haryana and the commission was expected 
to do no more than sign on the dotted line. Further, the commission’s terms 
of reference made no mention of the 43,000 acres already identified by the 
Venkataramiah commission: it was required instead to specify all the 70,000 
acres anew. Worse, the stipulation that the areas identified for transfer to 
Haryana must be Hindi-speaking had also been dropped from the commission’s 
terms of reference: After all this, the Akali government could hardly be blamed 
for refusing to have anything to do with the commission. Though the terms 
of reference of the commission were altered subsequently to meet the Punjab 
gowmment’s objeaions. the Union government's entire conduct in this regard 
reeks of chicanery and cannot be expected to inspire confidence, least of all 
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among the Akali!i 

The Unton government’s present posture 
of shelving the political efforts to transfer 
Chandigaih to Punjab and emphasising 
instead the paia military operations to 
suppress Sikh terroiism has been justified 
on the argument that m any case even if 
Chandigarh was duly transferred to Punjab 
that would not result in the terrorists and 
the supporters of Khalistan giving up their 
activities In the narrowest sense the argu 
ment may be valid, but actually it reflects 
the lack of understanding and vision which 
has marked the attitude of the Union 
government (as well as large sections of 
Hindu opinion all over the country) towards 
the Sikh question in Punjab After Opera 
tion Bluestar and the mass killing of Sikhs 
in the wake of Indira Oandhi’s assassination, 
large numbers of Sikhs all over the country, 
in Punjab and outside, have a genuine sense 
of injury and injustice though they have 
nothing to do with, and are opposed to, the 
terrorists and the Khalistanis But for this 
general sense of alienation among the Sikh 
community, the terrorists could not have so 
cflcctivcly sustained their activities in the 
face of the government's police and paia 
military forces The sense ol alienation has 
been undoubtedly aggravated by what has 
been perceived as loot dragging by the 
Ctniial government in the implementation 
of the Punjab Accord, especiallv the transfer 
of ( handigaih to Punjab lor the Union 
govcinmcni to publicly take the position now 
that It prcvposcs to pul aside the question of 
C handigarh's iiaiisfer, lor the time being at 
least, while it steps up its para militaiy 
operations against the terrorists is to once 
again exhibit its indifference to Sikh senti 
ment I he terrorists could have asked for 
nothing belter 


Health 


In Aid of Hotel-Hospitaln 


IT IS fascinating to see how support struc 
tures are being created to sustain a particular 
pattern of socio economic development in 
the country In this effort, private enterprise, 
public sector institutions as well as the 
government are all collaborating closely A 
case in point is medical care 

A major development in the area of 
medical care in the country in the last few 
years has been tho (emergence of private 
sector hospitals set up as corporate business 
enterprises These hospitals are equipped 
with sophisticated diagnostic machines, ail 
imported from the West naturally, and are 
equipped to provide the most advanced 
medical and surgical treatment, tn surround¬ 
ings which are cximparable to those provided 
by live star hotels And they ifre as expensive, 
naturally 

1 heic IS in this country a class of people 


who are rich enough to be able to afford the 
cost of medical treatment in the hotel- 
hospitals But It IS a very small class So if 
these hospitals are to continue to attract 
more and more investment, whether of the 
non resident or local variety and their 
number is to continue to giow and their 
profits are to keep using, the demand for 
their services needs to be expanded beyond 
what IS provided by the class ol the very rich 
This calls lor intervention by the go' einmcnt 
and, let it be said to the credit of the Govern 
ment of India, that such intervention has not 
been unforthcoming 
The latest such act of intervention is the 
announcement by the government owned 
General Insurance Corporation (GiC) of a 
new medical insurance scheme to be laun 
ched from October I this year I he scheme 
will provide insurince cover for huspitalisa 
tion, board and nursing expenses and opeia 
tion charges loi persons in the 12 to 70 years 
age group Thicc categories ol insurance 
cover arc proposed to be provided tor which 
the annual piemium will be, icspcctivclv, 
Rs 1 S(X) Rs 9)0 and Rs 700 per pci son In 
othci words a small faniilv >1 just lour 
members will be paying a monthh premium 
ol Rs 500 for the most expensive category, 
Rs 2)3 for the least expensive one and 
Rs )10 for the middle categoiy The value 
of insurance cover will naturallv depend on 
the category chosen and the si/e of premium 
paid The three categories will cover, respec 
tively, hospital room, board and nursing ex 
penses per day of Rs 500, Rs 350 and Rs 250, 
subject to a limit ol Rs I6,S(X), Rs 10,500 and 
Rs 7,500 per insured person per annum 
Non surgical and minor surgical expenses on 
operations, doctors' fees and medicines are 
to be covered to the extent of Rs 22,000, 
Rs 14,100 and Rs 10,100 per person per 
annum, respectively For major surgery and 
major diseases (which are defined) the 
insurance cover will be Rs 62,5(X), Rs 40,000 
and Rs 28,750 per annum, respectively, for 
the three categories Cover is also provided 
for the costs of treatment at home, but the 
accent is clearly on covering the cost of 
hospital treatment In fact, the cost of treat 
ment of certain diseases is specifically 
excluded from the msumnee cover unless the 
treatment is undertaken in a hospital The 
provision for hospitalisation charges at the 
rates of Rs 500, Rs 350 and Rs 250 per day 
makes very clear which are the type of 
hospitals treatment in which is intended to 
be covered by the GIC’s health insurance 
scheme 

This then is the General Insurance Cor¬ 
poration’s contribution to enlarging the 
‘market’ for the hotel-hospitals The Union 
government will contribute its mite by 
exempting from income tax the medical 
insurance premium paid under the scheme 
In other words, depending on the marginal 
rate of tax to which the individual concerned 
IS liable, only a part of the medical inniiance 


premium w lU be actually paid by the insured 
individual (or family); the rest will be paid 
by the government This will naturally bring 
the insurance scheme within the reach of a 
laigcr number of people despite the stiff 
lates of premium and will further increase 
the number of people who will turn to the 
hotel hospitals for treatment 

The government had already made an 
earlier contribution, in December last year, 
to the well being of the hotel hospitals by 
amending the Income Tax Act so that re 
imbursement by emplovers of medical ex¬ 
penses such as operation fee-i, hospitalisa 
tion charges, costs of medicines and tests, 
etc incurred by employees and their tamilies 
IS no longei to be treated as a perquisite, in 
othci wuids, the amounts so reimbursed are 
not now added to the taxable income of the 
cmplovccs With the proposed medical 
insurance schinie those who do not enjoy 
the tacilitv ol reimbursement ol medical 
expenses by their employers can now take 
out medical insurance loi themselves and 
their tamilies with premium being subsidised 
by the government in the form ol tax icliit 
One side elfcet ol these developments lor 
the ethics ol medical practice may be noted 
in passing It is a well known tact that there 
IS a growing tendency towards excessive rtlci 
rals to specialists and super specialists, 
avoidable Ol even unnecessary surgical inter 
vcntions, iccouise to pathological tests 
which arc at best only remotely indicated 
and ol couise gross over drugging Ihcse 
distortions are at best wasteful and at worst 
disastrous tor the patients’ health and yet 
they are gaming in strength because each of 
them serves the vested interest ol one or 
more of the agencies involved in private 
medical care- the general ptactitioner the 
specialist, the pathological lab or diagnostic 
equipment owner, the entrepreneur investors 
in hospitals and polyclinics and the pharma 
ceutical companies With the advent of 
government subsidised health insurance tor 
the rich, these distortions in the practice of 
medicine will get a big fillip since the bill 
will anyway be tooted by the insurance 
company In fact that will be an important 
factor in expanding the business and profits 
of the hotel-hospitals 


West Bengal 


Prelude to 1987? 


Biren Roy writes: 

THE Left Front led by the CPKM) swept 
the municipal polls in West Bengd held on 
June 15 Out of the 75 municipalities for 
which elections were held, the Left Front 
captured 55 and the Congicss^I) 11. the inde¬ 
pendents won in two municipalities, while 
in (even others neither the Left Front nor 
the Congressd) got a clear majority. Out of 
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1,240 wards (the total number of wards is 
1,242, but elections were not held in two 
wards) m the 75 mumcipalities, the Left 
Front won in 769 wards, CPl(M)’s own tally 
being 566, that is, the Left Front won in 
about 62 per cent of the wards and the 
CPl(M) alone in about 45 per cent of the 
wards 1 he Congress(l) won in 346 wards or 
in about 28 per cent of the total A Left 
Front victory was indeed expected, but such 
a sweeping victory was perhaps unexpected, 
even by the Left Front 
The Front made a clean sweep in North 
24 Parganas, Nadia, Malda, Jalpaiguri and 
Cooch Behar winning in all the Munici¬ 
palities in these districts In the Bally 
municipality, the home ground of the West 
Bengal Congress(l) president, Priya Ranjan 
Oas Munshi the Left Front captured 23 out 
ol 24 seats and m Malda, said to be the 
bastion of A B A Ghani Khan Chowdhury, 
the CPI(M) won a majority In the 1984 Lok 
Sabhd election the Bally Assembly segment 
had given Priya Ranjan Das Munshi a lead 
oi about 16 000 votes The last municipal 
election was held in 1981, when Congress(i) 
boycotted the elections The Left Front won 
in 800 wards of the 75 municipalities If the 
number of independents supported by the 
Front are taken into consideration, then the 
Left Front s tally this time too will not be 
less than 800, despite the fact that the 
C ongrcss(l) formally contested election 
The election results have sent a wave of 
jubilation through CPl(M) and Left Front 
Circles, while at the same time they have pven 
rise to further squabbles in the West Bengal 
Congress(l), already ridden with infighting 
The CPi(M) has claimed that the voting 
trends have clearly indicated that the Left 
Front has regained the bulk of the votes ot 
Bengali middle class and non Bengali 
industrial workers which it had lost in the 
1984 December parliamentary elections 
This claim is largely true The CPI(M) had 
lost in the Dum Dum parliamentary elec¬ 
tion, but this time the Left Front won in all 
the municipalities in that constituency, 
except one which was bagged by indepen 
dents In like manner, the CPI(M) had lost 
in the Barrackpore parliamentary consti¬ 
tuency, but this time the Left Front won in 
all the municipalities in this constituency In 
the Barrackpore municipality it won all the 
16 seats 

In the mutual fault-flnding that has 
followed the debacle, the Union Law 
Minister, Ashok Sen, has squarely blamed 
the West Bengal state Congre$$(l) leadership, 
while the state Congress(I) leaders have 
criticised the unhelpful attitude adopted by 
the Union ministers, Ashok Sen and Ajit 
Panja, towards the conduct of the campaign 
Some leaders felt that the ‘objectionable’ 
speeches made by another Umon Mimst;pr, 
Gham Khan Chowdhury, ahenated a section 
ofvoten Some state Cragte<s<I) leaden are 


of the opinion that the middle class is dis 
lUusioned with Rajiv Gandhi and his govern 
ment Sisir Bose, a CongKSs(l) Ml A and a 
nephew of Subhas Chandra ^se, has un 
equivocally condemned the policy of the 
Umon government led by Rajiv Gandhi and 
has held this to be the main factor for the 
rout of the Congrrss(l) in the municipal 
elections 

The voting figures are not yet available 
and so the distnbution of vota between th< 
Left Front and the Congressfl) is not known 
In West Bengal, the voters are largely 
polarised between the Left Front and Con 
gress(l) There IS only an estimated 8 per cent 
of undecided voters Generally, the swing of 
this section decides the fate of the election 
In the last Lok Sabha elections, the Left 
Front secured 48 43 per cent and the Con 
gress(I) 48 16 per cent of the votes 

A considerable section of the people is 
disgusted with sute Congres$(I) mainly 
because of its infighting and factionalism 
So much dirty linen has been repeatedly 
washed m public by the state Congress(I), 
that Its prestige has been greatly lowered in 
the eyes of the public It also lost face on 
account of the fiasco on May 21 when its 
attempt to create a deadlock in the city ot 
Calcutta proved an utter failure SUijiv 
Gandhi’s policy and style of functioning has 
also harmed the Congress(I) in West Bengal 
Pranab Mukherjee did not prove to be an 
important factor although his supporters 
won some seats The people are not in a 
mood to tolerate factionalism either of the 
‘left’ or ‘right’ variety Baranagar munici 
pality offers an mtercsting example Here in 
fighting between the ex-chairman and ex 
•ice-chainiian belonging to CPl(M) and the 
local party leader of the CPI(M) was public 
knowledge. In the municipal elections, all the 
three were defeated, though the Left Front 
won a maiority. 

The people voted according to their 
political loyidoes. Formerly, locid issues and 
factors idayedan impoiuuit role m municipal 
electuHis, but thuTis no longer generally true 
In some areas, however, local factors bwame 
dominant In South Dum Dum, indepen¬ 
dents led by an expelled CPI(M) member, 
who had been chairman of the mumcipality 
for a long time, won a mgionty in the elec¬ 
tion But CPI(M) dissidents to whom the 
press gave so much importance, proved to 
be not a significant factor This is seen from 
the results in North 24 Parganas and Nadia 
districts 

Saroj Mukherjee, the chairman of the Left 
Front, has claimed in a publre statement that 
the success of the Left Front m the municipal 
elections has conclusively proved that the 
people have voted in favour of the policies 
and work of the Left Front To what extent 
the Left Front success is due to positive or 
negative votes is yet to be carefully analysed 
Whether the LcA Front has bmn able to 


make a dent in the ‘vote bank' ot the Con 
gress(l) IS also to be found out The mum 
cipal elections have been widely considered 
a dress rehearsal for the Assembly elections 
which are to take place in early 1987 It may 
be perhaps presumed that the l^eft Front will 
win a coinfonable majonty in the Assembly 
elections and the Lett Front would assume 
office for the third consecutive term But 
whether the Lett Fioni’s success in elections 
IS ensuring the revoluiionarv advance of the 
people of West Bengal is a majoi question 
demanding an answer 


Politics 


High-Tech's Ally 


TAL L talk about high tech modernisation 
from New Delhi notwithstanding, or rather 
precisely becauw these modernisers are con 
seined about the modern urban enclaves 
only, the hinterland, including what is 
known as the Hindi heartland has been 
handed over as the exclusive preserve ot 
medieval semi feudalism Fven as the whole 
country continues to reverberate with the 
impact of the Arwal massacre in Bihar the 
same sort of oppression, perpetrated by the 
same power combine namely the big upper 
easte landholders in league with the local 
police, has come to light in a report liom 
Lucknow, the heart ot the Hindi heaitland 
Under the caption ‘Newsman Beaten Up by 
UP Police, The Telegraph (alcutta, 
(June II) repoilcd how a journalist was 
kidnapped by the police, gagged and thrown 
on the floor of a'police officer’s leep taken 
to a police station and mercilesslv beaten till 
he fainted 

The police wrath was provoked by the tact 
that not only did he expose the oppression 
of the dalits and the illegal land grabbing 
by the rural rich in connivance with the 
police, he also reported some “fake cn 
counters in which the police had killed petty 
offenders and innocents’’ 

More significantly, the journalist 
V P Singh, who works for the Hindi daily 
Amrit Prabhat, has not reportedly received 
any response to tus letters written to the state 
government, demanding protection from 
unlawful and vengeful police violence 

During the week that has passed theie is 
no report that anybody in the Central 
government or the Congress(I) High Cum 
mand has cared to look into this affair, as 
IS also the case with the much more brutal 
Arwal massacre which also has escaped any 
Central intervention despite the national hue 
and cry Nothing unusual or unexpected 
really The high tech modern enclaves in 
Delhi, Bombay. Bangalore, etc, not only plan 
to CO exist with semi feudal backwardness 
in the hinterland, but rcallv prosper on the 
strength of it 
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Not Thanks to Textile Policy 


A PRLSS rcledse issued by the Union 
minister of state for textiles Khurshed Alam 
Khan on the implementation of the new tex 
tile policy announced on June 6,198S, states 
that “action on all the major recommenda 
tions in the policy statement has since been 
completed' The official review of the overall 
performance of the industry is apparently 
intended to foster the impression that the 
new textile policy has begun to bear fruit and 
that the industry is now well set on the 
growth path designed to fulfil the main 
objective of increased production of cloth 
of acceptable quahty at reasonable prices to 
meet the clothing requirements of a growing 
population, especially ot the more vulnerable 
and poorer sections 
Undoubtedly, the industry’s performance 
in terms of production of yarn/cloth, exports 
and the incidence of sickness dunng 1985 86 
has been bettei than in the pieceding year 
Yarn output is up over the year by 68 million 
kg at 1450 million kg and cloth output by 
352 million metres at 12 366 million metres 
Exports ol garments set a new record at 
R$ 1,090 crore and yarn exports lose by 
about 20 per cent to 10 86 million kg 
Exports of cotton textiles also registered an 
increase The relative movements in the 
wholesale price indices of raw cotton, yarn 
and cloth point to a distinct improvement 
in the industry's profit margins thereby 
reducing the incidence of sickness 
But the industiy's improved performance 
has very little to do with the implementa 
non of the new textile policy The official 
claim about the increase in the overall pro 
duction and availability of yarn and cloth 
“in the wake of the announcement of the 
new textile policy” is highly questionable 
Apart from the fact that the industry’s pro 
duction curve has generally been inclined 
upward, there is nothing special about the 
increase of 3^2 million metres in aggregate 
cloth output during 1985 86 The increase 
registered during 1983 84 was very much 
higher at 1,144 million metres 
An interesting aspect ot the increase in 
cloth production during 1985 86 is that it is 
accounted for entirely by the decentralised 
sector Mill cloth output, in fact, declined 
by 76 million metres Viewed in the context 
of full fibre flexibility, equality of treatment 
meted out to powerlooms in the orgamsed 
and decentralised sectors and the extremely 
comfortable supply ol cotton, the decline in 
mill cloth pioduction, modest though, 
appears rather intriguing 
Despite full fibre flexibility as between 
cotton and man made fibre/yarn and reduc 
tion in Tiscai levies on man made nbres/yams, 
the share of blended and 100 pei cent non¬ 
cotton yarn in the total yarn output during 
1985 86 IS about the same as in 1983 84 
There has, however, been a substantial 
increase in the licensed capauty and produc 
uon of synthetic fibres after the announce 


ment of the ntw textile policy 

There is no convincing evidence to sup 
port the official claim that the new textile 
policy has contributed to increased produc 
tion of yarn and cloth Nor can the polic 7 
be said to have achieved even limited success 
in promoting the availability ol cloth at 
reasonable prices In fact, th'* otiicial review 
makes hardly any mention about the price 
objective The only reference to prices relates 
to the impact ol duty relief in respect of 
man made fibres on prices It i> stated that 
after the duty relief prices of polyester fibre 
and blended yarn showed a declining trend 
and almost the entire duty was passed on 
by the fibre manufacturing industry to the 
user industry But that is not saying much 
realls What matfrs is whether the user units 
miking fabrics hive passed on the relief to 
any great extent to the consumer New Delhi 
cannot be possibly unaware that between 
May 1985 and May 1986, the index foi raw 
cotton piiees declined bv 29 6 per cent 
whereas the index for null made cotton 
fabrics 1 eistcicd a use of 2 3 pci cent The 
index foi ill textiles’ showed a marginal 
decline of 1 6 pci cent The relative move 
ments in the prices of raw material ind final 
product leave no room for the industry to 
complain th it the environment in which it 
was operating diel not offer anv scope for 
reducing cloth prices But how can one 
blame the industry for not exploiting the 
market fully to maximise its eainings’ The 
point that IS sought to be made here is that 
despite the very substantial decline in raw 
material puces consume! s have to pay more 
for the cloth they buy than they did before 
the announcement of the new textile policy 
in June 1985 

Augmenting the availability of cloth at 
affordable prices for the poorer sections ot 
the population has been mentioned as the 
mam objective of the new textile policY it 
1 $ doubtful whether the policy of transfer 
ring the entire pioduction of controlled cloth 
to the handloom sector by the end of the 
seventh plan will serve the cause the govern 
ment wants to promote NTC mills are being 
supplied duty free polyester fibre to produce 
50 million metres of cheap blended fabrics 
during 1986 87 and this facility is being 
extended to the handipom sector also This 
IS being done to provide cheap blended cloth 
to the masses Leaving aside the point that 
the anticipated production of cheap blended 
fabrics constitutes less than half a per cent 
of the total cloth output consumers who can 
pay Rs 20 per square metre for shirting 
material cannot be said to belong to the 
more vulnerable and poorer sections of the 
population 

That many of the difficulties the textile 
industry is facing are attributable in no small 
measure to inadequate modernisation and 
renovation of old and obsolete plant and 
machinery may be readily conc^ed But 


whether inadequate modernisation and 
renovation are due to lack of requisite Hnan- 
cial resources or due to gross negligence on 
the part of managements is an issue on 
which opinion is likely to be sharply divided 
I he government’s decision to set up a Rs 750 
crore modernisation fund to meet the 
modernisation requirements of the industry 
over the next five years is certainly welcome 
However, to think that the availability of 
finance will, by itself, help achieve the 
desired results would be taking too simplistic 
a view ol the various issues involved 
Management deficiencies alone could prove 
to be a serious obstacle in availing of the 
funds made available Almost 75 per cent 
ol the modernisation fund - Rs 560 crore— 
IS to be provided only to weak but viable 
units A pirt of the fund—about Rs 100 
crore -is being ea'inaiked foi providing 
special loans 'o selected weak but viable 
units low uds part of th< ir promote! s con 
tribiition Most of the wetk units owe their 
weakness essentially to gross management 
inadequacies Modernisation may not neces 
sarily be a financiallv viable proposition To 
make available resources for the purchase of 
modern machincrv is one thing but to ensure 
that the unit concerned will be able to find 
a profit ibic market for jts products after 
modernisation is quite a different story 
Many ot the ills afflicting the textile industry 
are deeply rooted m management deficien 
cies Finance is ro substitute for efficient 
management 

It hardly need he emphasised that the 
recent favourable turn in the textile in 
dustry’s fortunes is attributable primanlv to 
the easy availability of cotton at prices which 
are the lowest for the past five years that 
two bumper crops in succession should have 
piccipitated a crisis ot plenty is a measure 
ol the industry s inabiliiv to make full use 
of the available raw material when it is 
equipped with mote than adequate spinning 
and weaving capacity Demand for yarn/ 
cloth, domestic as well as overseas is the 
major constraint on industry s capacity to 
consume cotton and other fibres The 
government will do well to seriously pondei 
over how best to stimulate the demand for 
cloth 

Debentures 


Storm in a Tea Cup 


A Correspondent wntes 

THE Union government’s decision not to 
permit conversion of non-convertible deben¬ 
tures and the non-convertible portion of the 
partially convertible debentures into equity 
shares has been the subject of animated 
debate in the stock exchange and flnan- 
cial/corporate circles Reacuons to the ban 
on conversion vary widely—from ‘commen¬ 
dable' and ‘undoing a wrong’ to a ‘stunmng 
blow to the capital market’ Considering that 
debentures constitute a very high percentage 
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of the total capital raised from the market 
by the corporate sector and that only two 
campames—Reliance Industries and Lohia 
Machines—are known to have resorted so 
far to the conversion of debentures into 
equity shares, the possible imphcations of 
the ban on conversion have been blown out 
of all proportions The animated debate on 
this issue could well be dismissed as a storm 
in a tea cup 

It IS difHcult to find fault with the govern 
meat’s decision as such Few can object to 
any policy measure which seeks to promote 
healthy corporate finance practices A 
vnange in the original terms of the deben 
ture issue should generally be discouraged 
There could, of course, be situations where 
a change in the original terms could prove 
beneficial to the debentureholders as well as 
the company This is a different matter 
However, the way the government has taken 
the decision to ban conversion and aimoun 
ced It IS not calculated to enhance its unage 
or credibility Going by press reports, the 
decision was taken by the political affairs 
committee of the C abinet which is certainly 
not the appropriate body for taking a 
decision concerning the conversion of 
debentures into equity shares Nor can the 
announcement of the ban late at night on 
June 10 (a public holiday) be justified on 
grounds of any grave urgency It would not 
seem unreasonable to thmk that the decision 
IS a political one; designed to subserve some 
influential business interests 

1 he view IS widely shared that the ban is 
intended primarily to stall the move by the 
management of Reliance Industries which 
had convened a meeting of the board on 
June 11 to consider a proposal to convert the 
existing senes (E and F) of debentures into 
shares The official announcement of the 
ban on conversion late at mght on June 10 
could not be just a coincidence 1 he board 
meeting scheduled for June 9 had been 
postponed to June 11 ‘in deference to the 
wishes ’ ot the Bombay stock exchange 
authorities One wonders whether there was 
any connection between the ‘wishes of the 
stock exchange authorities and the otticial 
announcement banning conversion 

As was only to be expected, the announce 
ment about the ban on conversion had an 
immediate impact on the prices of Reliance 
debentures The quotation for ‘C series was 
marked down from Rs 220 to Rs 120 and 
that for ‘F’ series from Rs 210 to Rs 115 in 
a matter of few hours, the latest quotations 
arc only a little higher at Rs 125 and Rs HO 
respectively Could it be that the ban was 
intended to oblige those who had effected 
large sales in these debentures at high prices 
which could not be justified except on 
grounds of the conversion prospect** 

The management of Reliance could scarcely 
be faulted for mooting the proposal in 
regard to the conversion of its debentures 
into equity shares Both the debenture 
holders and the company stood to gam from 
It And the company was not violating any 
norm stipulated in the guidelines governing 
ddientures. The government had sancuoned 


the conversion of its earlier four senes of 
debentures into shares And the government 
could not possibly be unaware of the provi 
Sion in the debenture trust deed of F series 
which reads “Notwithstanding anything to 
th; contrary contained herein, the company 
will have the right to lequire the debenture 
holders at any time prior to the due date(s) 
of redemption to extinguish the debentures 
against the payment f the outstanding value 
thereof inclusive of the premium on tedemp 
tion and accrued/accumulated interest in ihe 
manner provided in the trust deed or at the 
option of the company to satisfy and adjust 
fully such payments by issuing and allotting 
to such of Ihe debentureholders who are 
agiceable to accept in lieu of such payments 
appropriate number ol equity shares on such 
premium as may be lixed by the Contioller 
ot Capital Issues snd adjustment of the 
balance unadjusted amount, if any, in the 
manner provided in the tiust deed” Since 
the terms of the debentures had been duly 
approved by the Controller of Capital Issues 
investors were not unjustified in hopefully 
looking forward to conversion oi debentutes 
into equity shares VS ho stood to gain the 
most from the conversion of debentures into 
equity shares is not all that relevant as is 
sought to be made out by the critics 
While the management of Reliance Indus 
tries could not be accused of taking undue 
advantage of loopholes in the guidelines for 
debentures which had been last revised in 
1984, there is nothing wrong in revising the 
guidelines from time to time to meet the 
changing requiitmcnts of the capital market 
Indeed, there is need for evolving a suitable 
pricing policy tor the issue of debentures 
If the well established and financially strong 
companies arc allowed to offer the maxi 
mum permissible 15 per cent interest on their 
non convertible debentures, it naturally 
becomes difficult for the relatively small 
companies to raise adequate funds through 
such bonds What is one to make of public 
sector undertakings offering additional 
benefits in respect of bonds issued bv them* 
Reactions to the ban on conversion of 
debentures into equity shares seem to betray 
a lack of perspective It is indeed naive to 
suggest that the ban would go a long way 
in checking malp''acticcs in share markets 
Nor was the mischief opened up by changing 
the character of a dcbentuie at will all that 
enormous as is sought to be made out It is 
true that malpractices on the stock exchange 
abound and that speculation pushed to 
excess IS not unknown But there is little that 
the ban on conversion of debentures into 
equity shares can contribute to improving 
the health of the stock markets So fat 
only two companies—Reliance and lohia 
Machines— are known to have resorted to 
conversion of their debentures into equity 
shares and the debentureholden are presum 
ably grateful to these managements for that 
Business in these debentures constituted an 
insigmficant percentage of the total turnover 
on the exchanges The scope for unhealthy 
speculative activity in debentures is ex 
tremely limited Most of the debentures are 
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quoted at a discount and business is difficult 
to negotiate 

It IS equally ridiculous to suggest, on the 
other hand, that the government’s decision 
not to permit conversion of debentures into 
shares will shake the confidence of thousands 
of investors who have entered the capital 
market in a big way in the past two years 
and that it will not only hurt individual 
investors but also financial institutions 
which are holding such debentures Who 
ever invested his money in debentures for 
capital appreciation'* Tkking an overall view 
ot the stock capital markets, the ban on con 
version of debentures into equity shares is 
of little relevance 1 he danger of ‘unhealthy 
speculation’ or ‘inside trading’ is far more 
seiious in respect of bonus issue proposals 
than in regard to debentures Market men 
disposed to viewing all events through 
political goggles interpret the dramatic 
announcement of the ban to indicate that 
Reliance does not now command the poll 
tical and bureaucratic clout it did earlier It 
IS however, readily conceded that the growth 
of Reliance has been phenomenal ind that 
no other companv has rewarded its deben 
ture/shaie holders the way Reliance has The 
Reliance debentures continue to command 
premium even aftei the ban on conversion 
IS an index of ihc dcbcnture/sharc holders’ 
confidence 
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STATISTICS 


Vanation (Per Cent) 


Index Numbers of Whult'sale Pnrrs 


I atest 

Over 

Over 

Over 





(1970 71 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(7 6 86) 

Month 

Year 

29, 1986 

85 86** 

84 85 

83 84 

82 83 

Ail Commodities 

lOOti 

369 8 

1 3 

36 

29 

5 7 

7 1 

95 

26 

Primary Articles 

417 

341 5 

1 2 

28 

3 3 

24 

4 8 

11 0 

3 6 

1 ood Articles 

298 

33. 8 

1 3 

5 8 

3 8 

7 3 

64 

13 5 

62 

Non food Ariicles 

106 

284 9 

1 5 

5 0 

28 

10 5 

-23 

15 1 

1 7 

fuel Power 1 ighi and Lubne ints 

8S 

613 2 

0 5 

7 8 

07 

89 

26 

7 6 

7 5 

Manufactured Products 

499 

352 2 

1 6 

3 0 

3 3 

3 3 

60 

8 7 

06 






Variation (Per Cent) 



( «>«t of Livins Inili'x 


I xtest 

Over 

Over 

Over 





Base 

Month 

last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85 86 

84 85 

83 84 

82 83 

for Industrial Workers 1960 

too 

643" 

08 

8 2 

08 

65 

64 

12 6 

78 

for Urban Non M inual fmplovccs 1960 

100 

584’ 

09 

8 I 

— 

68 

8 1 

10 3 

80 

lor Agricultural labourers luiy 60 to 

sss" 

02 

7 1 

02 

48 

02 

11 4 

5 2 

June 61 

100 













Variation Rs Crore (Per Cent in Brackets) 


Moni'v and Banking 


I atest 

Over 

Over 

Over 






Unit 

Week 

Last 

1 ast 

March 

In 

In 

In 

In 



(6 6 86) 

Month 

Veai 

28, 1986 

85 86 * 

84 85 * * 

83 84 

82 83 

Money Supply (M,) 

Rs Crore 

I 22 749 

1.828 

17 395 

4 794 

15 192 

16,058 

13 031 

10,115 




id 5) 

(16 5) 

(4 1) 

(14 9) 

(18 7) 

(17 9) 

(16 1) 

Net Bank Credit to Government Sector 

Rs Ctore 

64 118 

1,965 

10 545 

5 637 

9 579 

8 445 

5 757 

4 748 

Bank C ledit to Commercial Sector 

Rs Crore 

81 740 

27 

10 980 

430 

9 745 

10 809 

8 830 

8 247 

Net Foreign i xchangc Assets of Banking Sector 

Rs Croie 

3 813 

57 

994 

515 

299 

1 419 

104 

977 

Deposit of Schtduled Commeicial Banks 

Rs Crore 

87 734 

I 438 

14,159 

3 015 

12,475 

11 519 

8 550 

7 299 




(1 7) 

(19 2) 

(3 6) 

(17 3) 

(19 0) 

(16 4) 

(16 6) 

lorcign L Xchangc Assets** 

Rs Crore 

7 451 

56 

712 

437 

S3 

1 319 

1 233 

911 







(0 8) 

(24 0) 

(28 9) 

(27 2) 

liidfx 'NuinbeiH of Industrial 

Weights 

1 atest 

Average of 






Produe tion 


Month 

Months* 


Varntion (Per Cent) 


(1970 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986 

1985* 

1984 

1983 

1982 

General Index 

100 00 

223 5 

225 7 

212 7 

6 1 

66 

7 2 

4 5 

4 5 

Basic Industries 

32 28 

283 6* 

283 6 

265 6 

68 

6 1 

11 5 

5 5 

8 0 

Capital (loods Industries 

15 25 

245 5' 

245 5 

223 3 

99 

49 

12 0 

4 3 

09 

Intermediate Goods Industries 

20 95 

I9I 5' 

191 5 

174 1 

too 

11 0 

1 4 

7 9 

1 9 

Consumer Gc ods Industries 

31 52 

183 8' 

183 8 

175 2 

49 

26 

20 

04 

5 8 

Durable Goods 

3 41 

256 3' 

256 3 

207 8 

23 3 

19 4 

18 0 

0 1 

36 

Non Durable Goods 

28 11 

173 4' 

173 4 

171 2 

1 3 

06 

06 

05 

65 

Foreign Tradp 

Unit 

Latest 

Cumulative for* 








Month 










(Dec 85) 

1985 86* 

1984 85*- 

1984 85 

1983 84 

1982 83 

1981 82 

1980 81 

Lxpoits 

Rs Crore 

790 

7,656 

8 560 

11,396 

9,872 

8 908 

■’ 803 

6,711 






(15 4) 

(10 8) 

(14 2) 

(16 3) 

( 3 9) 

Imports 

Rs Crore 

1 544 

13,867 

12 330 

16,592 

15,763 

14,356 

13 671 

12 524 






(5 3) 

(9 8) 

(5 0) 

(9 2) 

(40 6) 

Balances of T radc 

Rs Crore 

754 

6,211 

3 770 

5,196 

5,891 

5 448 

5 868 

5,813 

Employ nirnt Lxrhange* Statixticx 

Unit 

1 atest 

Cumulative for* 








Month 










(March 










86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number ot Applicants on live Registers 

Thousand 

27 034 

27,034 

23.915 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(116) 

(7 3) 

(17 7) 

(12 4) 

(8 3) 

Number ot Registrations 

Thousand 

357 

1,326 

1,420 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7 3) 

(-6 5) 

(ISjS) 

(-6 6) 

(2 0) 

Number ot Vacancies Notified 

Thousand 

44 

142 

168 

657 

707 

827 

820 

895 






(-7 1) 

(-15 5) 

(0 9) 

(-8 4) 

(6 6) 

Number ot Placements 

Thousand 

27 

87 

101 

373 

407 

486 

474 

505 






(-8 4) 

(-16 3) 

(2 5) 

(-6 1) 

(5 2) 

Income 

Unit 

1984 85* 

1983-84* * 

1982 83 

1981-82 

1980-81 

1979 80 

1978 79 

1977 78 

Cross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,383 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55.032 

53.168 

50,736 

47,138 

49,633 

46,917 

Per Capita income (1970 71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* I-or current vear upto latest month for which data are available and for corresponding period of last year 

** Excluding gold and SDRs 
-t- Upto latest month for which data are available 
+ + Provisional data 

Noier (I) Superscript numeral denotes month to which Hgure rdates. eg, superscript' indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage variation over previous period 
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CAPITAL VIEW 


Congress Thrusts and Contradictions 

Romeah lliapar 


OUR future seems to be in the lap of the 
gods. The politicians are playing the fool 
with each other, talking in term of high prin¬ 
ciples about language and land and water 
and boundaries as if we were a multitude of 
hostile nations. I only hope all this clap-trap 
is confined to the so-called ‘politicised', that 
tiny minority which seldom understands 
what the people really want. Then, maybe, 
we will salvage ourselves without too much 
damage even under our naive and inexperi¬ 
enced rulers. 

Everything seems to turn on our own 
languages, those vehicles of thought'Which 
have been .so bruised and battered, mixed up 
with bastardised and ungrammatical contri¬ 
butions from all points of the compass, that 
they now fail to convey precise meaning and 
make confusion worse confounded. The fact 
of the matter is that we don’t really care 
about language or how it should be spoken. 
Indian English is no remarkable exception. 
And, yet, more Indians have perished in 
language agitations and other related in¬ 
ternal strife than in the defence of our 
‘sacred soil’. 

We arc wondering what will be the final 
outcome of the Punjab tangle, wondering 
because press reports are being manipulated 
and the positions of various politicians are 
for ever changing. A commitment today is 
a shred of paper tomorrow. W'e are sup¬ 
posedly concerned about Sikh interests, but 
can this be said of the Sikh ‘leaders’? And 
when will we understand that Punjab is 
some forty-five per cent Hindu, that the only 
healthy political expression should have been 
around a Punjabi Dal. Or has all this 
become the subject matter of dreams, of 
wishful thinking? 

The antics of dissident leadership all over 
the sub-continent have the ambience of the 
goonda. intense debate is not welcomed. 
Issues arc sought to be settled literally by 
muscle power, and if this fail's, by gun power. 
The Punjab ha.s much in common with caste 
battles in Bihar. The Ma.-atha tamasha on 
Karnataka’s border is not far behind. The 
most backward appeals mobilise the people 
because there is no one around to talk 
sense—yes, not even in the PVf’s coterie. 

I cannot help speculating about the fall¬ 
out from the Congress decision to drop the 
Tripathis and Kesris from the Rajya Sabha. 
A purge is certainly needed if the Congress 
is to revive, but a purge without a new 
political and economic programme could 
invite all manner of defections and compli¬ 
cations. There are a number of Congress 
veterans who are beginning to accept the 
possibility of another party split in the con¬ 
text of the envies and angers now surfacing. 

To nominate an L K Jha to the Rajya 
Sabha. or even to titillate Romesh Bhandari 


with such a prospect, is certainly upsetting 
for Congressmen who have treated nomina¬ 
tions as a right reserved for senior or 
favoured sons o: the party; The upset in¬ 
creases when relations of those who have 
died are accommodated in the upper house. 
The country would welcome a return to the 
kind of composition originally envisaged for 
the Rajya Sabha—men and women of 
distinction and experience from the regions, 
a veritable gathering of respected and 
influential talent. Within $uch a frame, the 
mischief potential of disgruntled politicians 
would be negatived. But where are the 
reformers in our many parties? Rajiv 
Gandhi is only playing at reform. 

The lack of passion and commitment 
cutting across party lines has to be noted 
because it vitiates esery attempt to solve pro¬ 
blems. If the agreement on Punjab is not 
elaborated actively among the people, we 
may find the disrupters rising again to strike 
down every statesmanlike move to return to 
normal relations among the Sikh and Hindu 
communities. And, moving on fmm Punjab 
there arc so many other situations waiting 
for the healing touch of civilised governance. 

If the thrust for more principled politics 
does not emerge from a powerfully entren¬ 
ched Congress Party, which is capable of 
carrying any reform through Parliament, 
then it is inevitable that opposition forma¬ 
tions will increasingly take to the streets. This 
spectacle is being reported from widely 
separated parts of the sub-continent. Indeed, 
many in the Capital are pointing to the 
disruption of morchas of various descrip¬ 
tion on the majoi avenues of the Capital. 

If nothing else, Rajiv Gandhi and his 
coterie should see this motcha activity as a 
kind of barometer indicating ineffective 
governance. Crowds cannot be easily 
gathered to demonstrate, and particularly 
when temperatures are crossing the forty 
degree centigrade mark. Unless widespread 
political consultation is begun, we will not 
be able to isolate the politicians who are ex¬ 
ploiting the moods of tribe, caste and com¬ 
munity. Irrelevant bodies like the Commit¬ 
tee on Punjab of the National Integration 
Council, headed by an ailing Jagjivan Ram. 
have proved to be non-starters. Surely, the 
lesson is being imbibed by the coterie, or 
have we to live with these stupidities? 

It is necessary to record the disquiet and 
demoralisation in policy-making areas. For 
the first time in 40 years of freedom, there 
is banter in the Capital’s meeting places 
about who rules, and for how long. Con¬ 
cerned persons find it near-impossible to get 
through to political managers who would 
process their views through the labyrinth that 
is the Government of India. At the worst 
time in Indira Gandhi’s egocemric days, this 


sort of exclusiveness was not cultivated, 
Isolation from a complexity of views was 
seen as dangerous. 

Today, the pattern is diametrically dif¬ 
ferent. Old and hardened observers of the 
political and economic scene are never sure 
of the news that is reaching them. It could 
be planted. It could be the truth. The coterie 
is talking and acting in so many contra¬ 
dictory ways. This may be an exercise in 
keeping us guessing. No harm in this, at least, 
on occa,sions. But the Prime Minister cannot 
become a leading actor in this political farce. 

Exaggeration? Far from it. For instance, 
the case of (he Reliance Bonds need.s a full 
and detailed study. The stock market has 
been manipulated. It would be interesting 
to focus on the role of Rajiv Gandhi and 
textile magnate Ambani in a scandal that is 
being played down by the media at large, 
with one strange c.xception. It might help 
educate us about so many mhci things. 

June 20 

Gstx: 

GUJARAT SIATE FERTILI.SERS COM¬ 
PANY (GSFC) Chairpci. on and Managing 
Director, Moosa Raza, told shareholders at 
their annual general meeting that the com¬ 
pany's Rs 600 crore expansion plan and the 
new projeas to be taken up thereafter are 
a part of the strategy to meet the 21st cen¬ 
tury challenges. >He said that GSFC has 
planned to participate in the equity 
shareholding of Gujarat Nylons promoted 
by the GIIC and get control at the board and 
management laveis. The company is in¬ 
terested in the petrochemical project com¬ 
ing up in Gujarat. He referred to advanced 
commissioning schedule of the Rs lOS crore 
coastal DAP project being set up near Sikka 
with a view to taking benefit of the invest¬ 
ment allowance provision. There is every 
hope of commissioning the project before 
March 1987, instead of June 1987, The com¬ 
pany has also initiated work on the expan¬ 
sion of its Caprolactam plant from 20,000 
to 50,000 tonnes per annum and replacement 
of the present ammonia plant by a large 
capacity 1,350 TPD new ammonia plant. 

Outlining the performance of the com¬ 
pany during 1985, Raza said that the high 
production of 7.59 lakh tonnes of fertilisers 
with a capacity utilisation of 10 per cent was 
a remarkable achievement and the record 
sales of 9.18 lakh tonnes of fertilisers with 
a total turnover of over Rs 328 crore 
represented an increase of 43 per cent over 
the previous year. Gross profit was a new 
watermark of Rs 56.78 crore with an increase 
of 48 per cent over the previous year. The 
dividend was increased to 27 per cent, which 
was the highest in the fertiliser industry. 
Raza disclosed that the last year’s upward 
trend of production is maintained during the 
current year and the company is well on its 
way to establish still higher records. 
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FROM THE IVORY TOWER 


A Symbo^l of the Times 

Arun Ghosh 


THESE are times of flux and of rapid 
change. And in (his country, Maruti is the 
symbol of the present times. Maruti typifies 
the present thrust for modernising industry, 
through the import of the latest technology. 
Maruti also crystallises the thrust for energy 
conservation in all our activities, the Maruti 
car being a fuel efficient vehicle. On the 
other side; Maruti typifies the aspirations of 
the middle class—which has for some time 
been increasingly dominant in policy¬ 
making—for the possession of a personal 
vehicular transport by each individual, no 
matter what the investment priorities of the 
economy are, as propounded in successive 
plan documents. Maruti also typifies the 
production of tinselly products, meant not 
to last but to attract essentially through body 
styling, colour and the general appearance. 
Finally, Maruti symbolises the wave of 
‘consumerism’ which is now sweeping the 
country, promoted by new advertisement 
techniques. 

These are not necessarily all deleterious 
to the economy or to the future generations, 
and it is well for the conservative older 
generation to recognise the fact. Ihke con¬ 
sumerism, for instance, it can be argued that 
with the blossoming of consumer demand, 
the economy can start humming with acti¬ 
vity, and people can find employment in new 
avocations in ways and in directions not 
dreamt of so far by our economic pundits. 
It can be argued that the thrust for heavy 
investment favoured by the older generation 
has, since the sixties, at best led to a halting 
growth of the economy. To the extent that 
the investment requirements of many con¬ 
sumer products may not be very high, and 
the gestation period not very long, the 
Keynesian multiplier may well start opera¬ 
ting even in our semi-subsistence economy, 
and supply bottlenecks may not really arise. 
liCt us accept the fact that the younger 
generation pushing for new policies, the 
vocal middle class from the urban area— 
for whom the Maruti is the symbol of 
progress—may not hereafter be denied. For 
now, within the elitist classes, a new genera¬ 
tion born after 1947 has come of age, and 
gone are the mores of the conservative 
society of pre-Second World War vintage. 
Increasingly hereafter, it is the young who 
would call the tune. It is their world, and 
they have every right to have a say in regard 
to the direction in which the country should 
move. After all, the older generation has 
been calling the tune in regard to economic 
policies for well nigh forty years (since 
independence), and in what sort of shape is 
the country today? The new generation has, 
therefore, a rightful say in regard to broad 
economic policies. A generation born after 
independence—which is aUp a votary of 


consumerism—is now chafing and pushing 
for a new type of India to emerge. 

History, we know, teaches us nothing, lb 
every generation goes the privilege of 
making mistakes and learning through 
experience. Yet, no matter that the young of 
today are no longer interested in listening, 
one must speak up to warn the young of the 
booby traps lying in their path. 

Let us go back to what the Maruti sym¬ 
bolises. First, the thrust for modernising the 
economy in general and Indian industry in 
particular, through the import of technology. 
The present approach has too many loop¬ 
holes, again all of them symbolised by the 
Maruti car, provided that we have the 
patience to discern them. The import of 
technology without adequate arrangements 
for the absorption and the upgradation of 
imported technology has been a problem in 
the past. The Maruti experience is, if 
anything, wone. The import nf technology 
by Maruti Udyog typifies not only the 
absence of any build-up of our own techno¬ 
logical expertise, the agreement regarding 
technology import tor Maruti spells the 
destruction of a lot of productive capacity 
(for automotive ancillaries) assiduously built 
up in the past. One does not know the 
import content of the latest model Maruti 
vehicle, but one does know that the initial 
import content of the original Maruti vehicle 
was more than 90 per cent. The change of 
the model—the latest design, mainly assem¬ 
bled in India—so soon after the commence¬ 
ment of production of the original model, 
implies that our programme of indigenisa- 
tion would suffer yet another setback. In 
future, either we keep changing the model, 
and keep importing the designs as well as 
components—as also body panels, since the 
body styling may also be changing, and the 
existing dies would no longer do—or we 
keep getting more and more backdated in 
automotive engineering, as time passes. The 
Ambassador car of today is, after all, the 
Morris car circa 1956 or 1958; and (after the 
latest model Maruti is out on the market) 
the Maruti in 1996 may well be the Suzuki 
1986 vintage. That is the type of modernisa¬ 
tion of Indian industry that we are going in 
for, on the basis of our present policy regar¬ 
ding technology import. 

It is disturbing to see that it is essentially 
this type of modernisation that permeates 
Indian industry today. W; have liberalised 
the'import of machine tools in the name of 
modernisation of Indian industry. We seem 
to forget that it is not the induction of a few 
pieces of hardware that would lead to either 
the modernisation or the long-term growth 
of the economy. What is requiied is the build 
up of design and engineering skills, the 
induction, absorption and development of 


technology, which implies the build up of 
skilled personnel. It is well for the new 
generation policy maker to be aware of this 
home truth. 

Thke the second symbolism of the Maruti 
—energy saving. In the totality, each indi¬ 
vidual driving his own fuel efficient car 
would consume a lot more energy than less 
fuel efficient mass transportation. Not only 
that. Each individual driving his person^ 
transport would make for an enormous 
demand for new infrastructure by way of 
roads and other facilities, all of them to be 
provided by society. 

It is, of course, true that in the absence 
of efficient and reliable mass transport 
systems, individuals must necessarily fend 
for themselves. But is mass transportation 
really impossible to achieve? We seem to be 
overly concerned about the subsidy required 
for mass transportation. Who pays for the 
infrastructure by way of roads required for 
a massive increase in privately owned indi¬ 
vidual transportation? Have not the most 
developed and industrially advanced coun¬ 
tries cordoned off entire areas and streets in 
metropolitan areas, as not open to private 
vehicular traffic? 

The answer most frequently given is: no 
one has ever denied the importance of mass 
transportation. It is only a matter of 
resource availability and the inler-se 
priorities among competing demands. Also, 
the example ot Delhi is held up to prove that 
our priorities are not misplaced. Delhi does 
have a fairly wide and etficient network of 
State transport vehicles plying through dif¬ 
ferent areas. But Delhi is not India. Leave 
out Delhi, and a bit of Bombay and Madras, 
and the mass transportation system would 
be seen to be in shambles. 

Are not the tax payer's funds better spent 
on improving the public transportation 
system than on ventures like the Maruti? But 
then, one can say, we have already got the 
Maruti; there is no going back. Where do 
we go from here? That is where the problem 
with the likes of Maruti arises. Should we 
go on investing more and more resources on 
rapid, periodic changes in the styling of 
Maruti, and in ragard to its components? 
Is the Maruti 1986 vintage so much more 
fuel efficient than the Maruti 1985 model, 
to warrant the required investments for 
changing the model? Or do we see here a 
quiet surrender to the Japanese collaborator, 
arising from the desire of the Maruti 
management to keep ahead of the manufac¬ 
turers of the Premier car who have no such 
facility? It is here that Maruti symbolises the 
approach and attitude of the entire Indian 
industry. 

It is, therefore; the spirit behind the latest 
change in the model of the Maruti which is 
especially disturbing. And to the extent that 
this approach typifles the approach of 
Indian industry, which is being positively 
encouraged by the present policies of the 
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government, there is cause for serious 
disquiet. Fttel efficiency is to be achieved 
only in name, not in substance^ and that too 
at a high cost to the economy. 

Hike the third symbolism of Maruti; the 
modern approach to the production qf 
tinselly products, not meant to last. This, Of 
course, is part of the type of consumerism 
that is bring actively promoted by our 
manufacturers. 'Nt have to change the dress 
every season: a car has to be Changed every 
three years, there would be a new model by 
theil. So. why bother to make things that 
last? It is far more Important to deliver a 
nicely packaged piquet which can be 
briefly used and then thrown away. 

This is an area where the policy-maker can 
claim he has no responsibility; it is the 
manufacturer wEo is to blame. But can the 
public sector units not change this trend? A 
GLS bulb today does not last even two 
months; some even explode the moment they 
are switched on. Can the HMT come out 
with a bulb which would last at least one 
year? Even if a little more expensive, such 
a bulb would be cheaper in the long run. But 
no. rather than improve quality, every 
manufacturer is concentrating on better 
advertisement and better marketing. As a 
result, every bulb manufacturer is today 
selling, not half a bulb—as some manufac¬ 
turers claim their rivals are doing—but one- 
flfth of a bulb or even less for the price of 
one. 

The wave of consumerism—through sen¬ 
sational or erotic ads on the TV—which has 
been rapidly gaining ground all over the 
country has a lot to do with the new style 
of business which believes In better packag¬ 
ing rather than better quality of the product. 
Again, this is in keeping with the style of 
the Maruti. Here also, the policy-maker can 
claim that he has no part to play in this new 
sociological development. But is the claim 
wholly justified? Who controls the TV? For 
it is with the increasing importance of the 
TV as an advertisement m^ium that con¬ 
sumerism has received a major impetus. 
How much time is allotted, during prime TV 
time, to programmes and how much to the 
sponsors of the programmes? Is there any 
regulation of the type of advertisement put 
out on the TV? How much effort is bring 
made to use this powerful medium for 
genuinely educative purposes, apart from a 
few r^ly dull and sterile attempts from time 
to time? 

If one may digress for a moment, just as 
in the matter of promoting economic 
growth, technical knowledge and skills are 
more important than hardware, sii^Iarly in 
the matter of the TV, programme prepara- 
titm'is more important, and immensriy more 
difficult than the stringing up of transmit¬ 
ters all over the country. Ihie; we do need 
the transmitters. Every ritizen has a rightto 
the facilities that the residents of Delhi, 
Bombay, Calcutta and Madras eitjrqr. It Is' 


true that a few enterprising young producers 
have got together some cxce^nt pieces, from 
time to time. But in general, we seem to be 
focusing more on pure entertainment (qua 
entertainment). We idso seem, of late, to be 
intent on making money through adver¬ 
tisements without proper scrutii^. 

Advertisements liave their importance in 
a market economy. They increase consumer 
awareness. But they can also mislead. It is, 
llreitforc: good to note that the MRTP Com¬ 
mission has been empowered lately to 
question—as indeed it has started doing 
already—exaggerated advertisements. But 
the MRTP Commission is not able to call 
into question advertisements which attract 
the consumer, not via publicity to the quality 
of a product but via appeal to his erotic 
instincts. Also the powers of the MKTP 
Commission—to call to account advertisers 
who exaggerate—are at best limited, since 
the penalties the Commission can impose are 
like pinpricks. The Commission does not 
have any deterrent powers. Can it be ensured 
that the advertisers who are called into ques¬ 
tion by the MRTP Commission get auto- 
maticrily debarred from advertising on the 


TV for a prescribed period? If the revenue 
interests of Doordarshan can be subor¬ 
dinated toihe consumer interest through this 
type of action, perhaps that would be an 
effective deterrent to advertisers. 

Finally, the Maruti car has today come to 
symbolise instability; it looks as if it can get 
overturned by a stiff cross-wind. It is sym¬ 
bolic of many of the economic and other 
policies being pursued today; we appear not 
to quite know our mind. 

The literal meaning of the word ‘Maruti’ 
is “son of the wind". The reference is to 
Hanuman who flew across the skies with the 
entire Gandhamadan hillock balanced on 
one palm of his hand, when required to 
bring some herbs from that hill (which he 
did not recognise) in order to revive 
Lakshmana who had been felled in battle 
by a poisonous arrow. And therein is a lesson 
for us insofar as we make the Maruti a sym¬ 
bol of our times. To the devout, the Maruti 
spirit could help us to fly to our cherished 
goal, to achieve the impossible. To the not- 
so-devout, the symbol is a reminder that in 
the process we should be careful not to make 
a monkey of ourselves. 


Gujarat Ambuja Proteins 


GUJARAT AMBUJA PROTEINS is going 
to the capital market for raising Rs 70 lakh 
through a public issue of seven lakh equity 
shares of Rs 10 each. The company has 
decided to allot 2.5 lakh shares to non¬ 
resident Indians, for whom the issue opens 
on July 2. The issue for the Indian public 
will open on July 9. 

The main promoter and Managing Director 
of the company is Vijaya Kumar Gupta, an 
industrialist from Gujarat having flour mills, 
oil mills, oil refineries, a biscuit factory and 
a textile processing unit. He told a Press 
Conference in Bombay on June 2S that the 
company’s plant would be located at Kadi 
in Mehsana district in Gujarat, a centrally 
located and notified backward area, about 
45 kms from Ahmedabad. Being a backward 
area, the company would enjoy capital sub¬ 
sidy to the tone of 25 per cent of the fixed 
investment amounting to Rs 20 lakh and an 
interest-free loan from the Gujarat Industries 
Department against sales tax paid upto 70 
per cent of the fixed investment. 

Vulcan Laval has supplied the plant and 
machinery of Alfa Laval, Sweden, the world 
leader in oil processing machinery. The pro¬ 
duction capacity of the company’s plant will 
be 50 tonnes per day which will yield a turn¬ 
over of Rs 20 crore a year with a net profit 
of Rs I crore before depreciation and taxes. 


The capacity would be doubled in 1987. The 
civil work on the factory has been completed 
and installation of plant and machinery is 
in full swing. IVial production will start from 
next month. The product will be marketed 
under the brand name of ‘Ambuja’. The raw 
material for the company’s plant is waste 
cotton seed oil which is available in plenty 
in Gujarat and there are about 35 oil mills 
in Kadi producing about 150 tonnes of oil. 
The company is also putting up a captive 
tin manufacturing plant with a capacity of 
5,000 tins per day for its own use, saving 
Rs 5,000 daily. The company is also having 
an automatic polythene packing unit, 
resulting in very low cost of packing. 

Gupta said that the Board of Directors of 
the company felt that the company would 
be able to make adequate profits to pay a 
minimum dividend of 18 per cent in the very 
first year of working and 20 per cent in the 
second year and 25 per cent in the third 
year. The company proposes to diversify 
into manufacture of bulk drugs and 
pharmaceuticals. 

The public issue is being managed by 
the Merchant Banking Division of Mehta 
Consultants and Management Services 
(MEFCOMS) and Punjab National Bank, 
both from New Delhi. The shares are being 
listed In Ahmedabad. Bombay and Delhi. 
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NOT that great causes are not there. Bui they 
are trivialised, as behoves a technological 
civilisation. Your and my emotions do not 
have the chance of free play any more; they 
have to pass through the ueve of technology: 
drip, drip, drip. The drips are sanitised, their 
sources are quarantine. No risk is to be 
taken, p will not be encouraged to fraternise 
with q, q with r. and so on down the line. 
Passion, in other words, is suspect. The com¬ 
puters are embarrassed by passion; to pro¬ 
gramme it poses problems, why not therefore 
cut it out altogether? Rein in your senti¬ 
ments, which have no manipulablc; external¬ 
ly determined attribute. IVuc, pressed hard, 
you can attach a parametric value to your 
load of emotioas, but the arrangement is not 
satisfactory, the sensitivity of the system 
tends to be volatile. Why not discard them, 
and return to dehydrated, desiccated reason? 

That political economy has almost dis¬ 
appeared and econometricians have as.sumed 
charge is not therefore an isolated pheno¬ 
menon; it is the inevitable empirical correlate 
of the dominant theme in this the final lap 
of the twentieth century. The systems 
managers, the self-confessed non-ideo¬ 
logues, have taken over. They assume respon¬ 
sibility for the movable line of poverty, they 
write speeches on the occasion of Africa 
Day, they tackle the terrorists in Punjab, they 
veto the President’s visit to Arwal. 

In advanced capitali.st systems, this is, 
everybody assumes, as it .should be. And 
perhaps everybody also includes the repre¬ 
sentatives of the working class. If the share 
of wages in national income in the first 
quarter of the year has declined by 0.18 
percentage points, telephone the Ministry of 
Labour, let somebody from there get in 
touch with the Ministry of Industry, who can 
then talk to the employers’ federation, some 
upward adjustments in wage rates are in 
order. It will be done in no time, there will 
be no occasion for raising any furthei 
arguments, tranquillity, never particularly 
disturbed, will be fully restored. At a slightly 
more abstruse level too, such as where the 
neo-Keynesians lock in battle with the 
monetarists, the point of contention may be 
profound or trivial depending on one^s point 
of view, but again it is resolved in terms of 
gradients of regression coefficients. Can you 
imagine anything which could be more 
anesthesised? Across the supposedly ideo¬ 
logical divide also, over large areas things 
are not, one suspects, altogether different: 
how much autonomy in investment decisions 
and procurement of raw materials an enter¬ 
prise will he permitted to have is a techno¬ 
logical decision, passion and sentiments— 
even those relatable to economic and social 
history—are not encouraged to intrude. You 
move on to problems in the international 


sphere. Again, since the objective is to opti¬ 
mise global well-being, is that not a matter 
of systems technology, why not leave it to 
those who arc practised to deal with such 
issues? 

In a civilisation hemmed in by high tech, 
one is expected not to discard civilities. 
Therefore it is not the ‘done’ thing to point 
out that even in stable, mature societies, 
certain frontiers remain beyond the pale of 
technology. To take an extreme, but not 
altogether grotesqqe, example, something 
easily provable by a rudimentary mathe¬ 
matical model; once a nation is sucked into 
it, a competitive arms race will turn into a 
non-terminable nightmare, the nation's 
resources will continue to be diverted from 
elsewhere into armaments manufacture and 
procurement, until, in terms of the logic of 
the model, the national income is totally 
exhausted. In some sense a reduciio ad 
abaurdum, but there is no technological 
system which can extricate a nation, caught 
on the defence binge, from this fatal destiny. 
And, shall one rub it in, Robert McNamara’s 
systems analysts could not save the United 
States from the tragedy of Vietnam either. 

It is the epoch of fashion shows however, 
and dissenters will receive rough treatment. 
In the industrially advanced countries, 
technology will be chiselled and chiselled, 
fast food will become faster, the recognised 
appurtenances of comfortable living will 
undergo even smarter transformations, 
adding to the stock of leisure which will be 
put to more and more asinine purposes, and 
meanwhile attempts will be on to break into 
the code of a zero-sum solution which only 
could bring a halt to the arms race. These 
are indulgements the rich nations will go 
through, and they will not bother to take our 
leave That the use of global resources could 
be optimised only if they agree to share these 
resources with the poor societies is an aspect 
which, will not occur to them. Or perhaps 
it will. Yes, they do know that scarce 
resources ought to be shared; was it not, 
after all, the intention behind Vietnam to 
share them, did not the US Congress, at the 
prodding of successive Presidenu, vote 
astronomical sums to honour the commit¬ 
ment in Vietnam, and is it not on the verge 
of repeating the gesture in the case of 
Nicaragua—or maybe Libya? 

Parallel lines do not meet, so we leave the 
rich nations to their devices. They have the 
resources, what they do with them is their 
business, you must eschew sentiments and 
emotions. But there is a catch. The exhorta¬ 
tion still is to learn from thar example What 
is the point of mouthing, parrot-wise, com¬ 
plaints of colonial exploitation, let us take 
the facts as they are: the rich countries have 
the resources, we do not have; in order to 


have resources, we have to emulate their 
techniques, be bloodymindedly techno¬ 
logically oriented, and, in their manner, 
dispense with sentiments and emotions. 

Can we really solve our problems by 
eschewing emotions? Has technology the 
answer for the wounded psyche in Punjab, 
or for the primal giped in Arwal? Is history, 
all that has gone on at the base of our 
societies, only so much junk material for 
storage in the dau bank, and class relations 
a dummy variable our system could very well 
do without? We have close to thirty million 
tonnes of foodgrains stocked up in govern¬ 
ment godown.s:'mini$ters, civil servants and 
writers of patriotic letters to newspaper 
editors gloat over this extraordinary feat of 
the nation's having attained self-sufficiency 
in food, and yet every day grim and grimmer 
tales of stai ration and death trickle in from 
Rajasthan, Gujarat, Mahaia.shtra, Karnataka. 
To feed the distressed in these states from 
out of the stocks in hand is a challenge 
which should have been easily tackled in 
terms of the simplest of the so-called 
transportation models, but the authorities 
have failed. They failed because they did not 
even try. foodgrains would rather be ex¬ 
ported than given to the famished ones, the 
operational model sets a high parametric 
value for foreign exchange, emaciated, 
hungry people, whose immediate contribu¬ 
tion to national productivity is nil or negli¬ 
gible, and who.se ability to create political 
nuisance is feeble, have no similar signi¬ 
ficance for purposes of the model. In the 
ensuing trade-off, the relatively low-value 
objectives lose out. And the moment you 
utter the expression ‘value’, you are in the 
world of faith and sentiments: whose faith, 
what sentiments? 

Or consider the aspect,of national security. 
Never mind the Constitution, the techno¬ 
logists are going to prove to you that it is 
vastly more economical to centralise the 
nation’s security apparatus, internal as much 
as external, so that even normal policing 
tasks should be transferred to the care of the 
Ministry of Home Affairs, to its Department 
of Internal Security and the various forces 
the latter controfs. The Central Reserve 
Police Force is thus no longer the force of 
the last resort, nor is the Border Security 
Force to be deployed only along the nation’s 
border: they are now adjuncts of the normal 
law and order regime in state after sute, and 
at least some chief ministers think it a matter- 
of personal prestige to call in Central para- 
miliury personnel to take charge of affairs 
on the flimsiest of pretexts. The chief 
ministers delude themselves into thinking 
that they are successfully riding the tiger, the 
Ministry of Home -AHairs keeps smiling for 
understandable reasons, the experts are the 
hiq>piest of the lot because the politicians 
have apparently learned to listen to them. 
But. i^n, what time horizon have the 
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expert! chosen for their exercise^ what time 
horizon are the' politicians tlMmselves 
interested instill tomorrow, till the day after, 
till the next elections? What about dis¬ 
economies of scale, and diseconomies of 
space, which, rest assured, are going to be 
revealed, but only with a time lag? Already 
the brash ones, whoi, three months ago, were 
confldent of an instant solution to the 
problem of Punjab^ have takoi to speaking 
in terms of the northern Ireland paradigm. 

Shall we cross over to yet another current 
concern of our decision-makers and their 
technology-soaked advisers? Since our 
gov«'nment->a foreign govo'nment—has 
got involved, the Sri Lanka proUem is 
already internationalised. Emotirms, national 
or regiorud, matter, and because th^ matter 
New Delhi is forrad to drive the hardest 
possible bargain on behalf of the Ihmil 
population in bilateral as well as inter- 
, { national discussions. Suppose the gentlemen 
in Sri Lanka now decide to set a cat among 
the pigeons, suppose they so manoeuvre it 
that a third-party would-be mediator insists 
that any gesture by the Sri Lanka govern- 
i ment to the Ikmils should be matched by a 
similar gesture by New Delhi to the Sikhs? 
Such a condition will of course be con¬ 
sidered as absurd and intolerable by our 
government, and talks with Sri Lanka may 
break down. The immediate consequence 
will be an intensification 6f the turmoil in 
the island. Passion will then run high in the 


COMPANIES 


southern parts of our country, and the 
government may be left wiUi no alternative 
but to open a tegular supply line for arms 
and lend other kinds of logistical support 
to the Ihmil insurgents. But once this step 
is decided upon, we will have little logical 
ground to protest should some benign 
foreign government take it into its head to 
take advanta^ of our little local difficulty 
and ply the Sikh terrorists in Punjab with 
arms and bombs. 

These are illustrative of the genre of pro¬ 
blems which bedevil societies which are yet 
to cohere For the vast majority of them, 
there are limits to the technologk^ vista, the 
issues one comes across are often uncouth, 
tinged with emotion, coloured by class 
biases, and not easily manipulable to silicon 
chips treatment. Besides, sinologists have 
no particular stakes; were things to fall 
apart, they will catch the next flight and get 
lost in the comforuble desert of inter¬ 
national bureaucracy. Those amongst the 
politicians, who have managed to build a 
nest-egg, preferably in numbered Swiu 
accounts, will also fly away. But the country 
will remain, and the people The people may 
not like to be rendered into inert pli^hings 
all in the name of high tech. And you will 
be surprised, some amongst them may 
believe in operating within a finite time 
horizon. Certain things may therefore yet 
happen, any day, any time, and the func¬ 
tional models made fools of. 


been taken up. This vehicle is expected to be 
test marketed during the latter part of 1986. 
The new breed of vehicles developed by the 
R and D division were displayed at the Auto 
Expo Exhibition in Delhi and evoked consi¬ 
derable user interest. 

During 1985, AL produced 15,938 vehicles 
as against 14,467 numbers in the previous 
year. Sale of goods vehicles was lower than 
in 1984 due to the difficulties faced by the 
road transport industry on account of 
uneconomic freight rates and scarce bank 
finance: The redeeming feature^ however, was 
increased sale of passenger vehicles. Sale of 
15,113 vehicles' was the highest ever recorded 
by the company in its 37-year career. Reces¬ 
sionary trends continued in world markets 
with many third world countries suffering 
from balance of payments problems leading 
to poor order generation. Vehicle exports, 
however, were marginally higher than in 
1984: The company made a significant entry 
in the Middle East bus market. 

Sales in value amounted to Rs 293.96 
croie against Rs 258.07 crore in the previous 
year, but with margins lowered gros.s profit 
slipped from Rs 16.23 crore to Rs 15.23 crore. 
Net profit fell from Rs 5.86 crore to Rs 4.47 
crore. Dividend, reduced from 18 per cent 
to 10 per cent, is covered 2.47 times by 
earnings as against 1.94 times. Following 
problems relating to low productivity, manu¬ 
facturing operations at Hosur had to be 
suspended from April 1 to 12, 1985. After 
a satisfactory settlement with the employees' 
unions, the factory resumed work. The com¬ 
pany also signed a three-year wage settle¬ 
ment with Ashok Leyland Employees’ 
Union at the Ennore works. 

KHATAU MAKANJI SPINNING AND 
WEAVING COMPANY has changed its 
accounting year to end on December 31 and 
accordingly compiled accounts for 18 
months to Deceitiber 31, 1985. These figures 
are not strictly comparable with those of the 
previous year covering 12 months, but 
improvement is apparent. Gross proEt has 
amounted to Rs 4.09 crore against Rs 1.93 
crore previously following sales of Rs 113.81 
crore against Rs 54.22 crore Margios have 
also looked up slightly. With saving in tm 
liidiility, net proHt has expanded from Rs 38 
lakh to Rs 155 lakh. Dividend has been step¬ 
ped up from 8 per cent to IS per cent which 
is covered 3.06 times by earnings as against 
a mere 1.22 times previously. 

The company continued its modernisation 
programme to maintain its competitive 
capacity. The Mahad project is in progress 
and trial production has commenced. Full 
production of sophisticated varieties of 
fabrics is expected to flow from mid-June 
1986. The company has been sanctioned 
forngn currency and rupee loans of Rs 8.76 
crore by the financial institutions for the 
Implementation of the project, a major por¬ 
tion of which has been already utilis«l. The 
company offered 15 per, cent secured non- 


Successful R and D 

Hansavivok 


ASHOK LEYLAND (AL) proposes to form 
a subsidiary company for carrying on the 
business of hirer, exporter and dealer in 
computers ud software rolating to the use 
of such machines and other peripherals. It 
is intended to invest upto a'crore of rupees 
and to have technical arrangements with Istpl 
of UK, one of the pioneers in this field. Con¬ 
siderable skills and expertise built by AL 
over the years in developing computer-based 
applications to support its various opera¬ 
tions would be of advantage in the new 
venture. It is also proposed that Automotive 
Casting, the joint venture of TIDCO and AL 
for manufaaure of grey iron castings, should 
create facilities for body-building and 
assembly of panels for front-end structures 
for trucks and buses to cater to the require¬ 
ments of AL. AL has entered into technical 
collaboration with Hino Motors, Japan, to 
manufacture its ‘W* series engines. This will 
further strengthen the company's move 
towards a new breed of fuel efficient, high 
performance vehicles. 

Meanwhile; the company’s R and O divi¬ 


sion has successfully carried out consider¬ 
able deveippment work on an indigenous AL 
6.65 engine to achieve levris of fuel efficiency 
comparable to contemporary standards and 
the engine has met the fuel efficiency norms 
stipulated by the government. This i^ accor¬ 
ding to the directors, perhaps the only indi¬ 
genously developed engine for medium duty 
commercial vehicles which hat so far met 
these stringent requirements. The develop¬ 
ment work on the 8/10-ton GVW vehicle has 
been completed and the first baicb of 
vehicles wUi be introduced in the market in 
the third quarter of this year. In view of the 
better economics of operation of the multi¬ 
axle vehicle; the company has taken up fur¬ 
ther developinem work on two new models. 
These developments are expected to be com¬ 
pleted by the end of this year and the vehicles 
will be introduced in production from early 
1987: The building of a inototype of the tear 
engine bus chassis accoiding to the specifica¬ 
tions laid down by the special working group 
appointed by the Government of India for 
use in State Transport Undertakings has also 
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convertible debentures of Rs 4 crore to the 
existing equity and preference shareholders 
and these were fully subscribed. 

MAY AND BAKER (INDIA) has ocperienced 
contraction of margins during 1985 as 
reflected in a lower gross profit of Rs 3.86 
crore against Rs 4,46 crore in the previous 
year despite higher sales of Rs 39.85 crore 
against Rs 37.53 crore. The directors at¬ 
tribute this outcome to the considerable in¬ 
crease in the cost of inputs. With a substan¬ 
tially lowci tax provision due to the new 
pharmaceutical factory established at 
Paithan, net profit turned out to be higher 
at Rs 2.34 crore (Rs 1.33 crore). The un¬ 
changed dividend of 15 per cent was thus 
covered 3.5 times by earnings as against a 
twofold cover for the previous year’s 
payment. 

The company has decided to abandon the 
Nandesari project for manufacture of 
Insoprotuion and its weedicide formulation 
Tolkan for which the company was issued 
in 1983 a letter of intent with various con¬ 
ditions attached to it. During the last two 
years, demand and supply position of Tolkan 
as also its price have undergone a .sea change. 
I'hc directors had then also proposed 
Nandesari as the site for manufacture of 
othei pharmaceutical bulk drugs and for- 

Thv Wfok's Companies 


mulations. Bearing in mind the rapid growth 
of Vadodara, the locational policy of the 
government as regards setting up of chemical 
units having effluent discharge near large 
cities and the repercussions of the Bhopal 
disaster, Nandesari has ceased to be a 
suitable site for the new chemical units. Steps 
are being taken in consultation with Gujarat 
Industrial Development Corporation to sur¬ 
render the .site and the various connected 
ipprovals received front the authorities. 

The company raised an amount of Rs 3 
crore by issuing 15 per cent secured non- 
convertible debentures by private placement 
with UTi. It has also obtained from IDBI 
term loan of Rs 2.40 crore, of which Rs 2.07 
crore is under the soft loan scheme and 
balance for Paithan project. 

S K Duggal relinquished his office as 
Managing Director on November 2, 1985. 
D O Chopra has been appointed as non- 
retiring Director and also as Managing 
Director. He assumed office on March 3 last. 

KESORAMINDUSTRIES AND COTTON 
MILLS has signed a technical collaboration 
agreement with the reputed Piiclli Group for 
the supply of technical know how, basic 
engineeritig and other assistance for the im¬ 
plementation of the tyre project to be located 
at Balasore in the ‘no industry’ district of 


, Orissa. The project to manufacture one. 
million tyres and tubes each per annum is 
estimated to cost Rs 110 crore The company 
has also obtained a letter of intent for 
establishing a sponge iron plant in Orissa 
with a capacity of 1.50 lakh tonnes per 
annum. As there is a possibility that the 
government will permit sponge iron plants 
to manufacture steel, the directors say that 
they will review this project again. The com¬ 
pany’s application for the manufacture of 
white cement has been rejected by the 
government and the project has been drop¬ 
ped. There has been no progress regarding 
the company’s application for a letter 
of intent for expansion of Vasavadata. 
cement plant in Karnataka from 5 lakh to 
10 lakh tonnes per annum. 

The company has earned a lower gross 
profit of Rs 16.02 crore against Rs 16.56 
crore in spite of higher sales of Rs 142.31 
crore against Rs 133.47 ciore. These figures 
show reduced margins. Net profit is also 
lower at Rs 7 crore (Rs 8.04 crore). The 
unchanged dividend is covered 3.30 times 
by earnings as against 3.80 times previously. 
The diiectors have pointed out that the power 
situation in West Bengal has deteriorated 
further. Frequent unscheduled load shed- 
dings and repeated trippings are crippling 

(Rs Lakh) 


Ashok Icyland Khatau Mills May & Baker Kesoram Ind 

Latest Year Last Year Latest Year Last Year Latest Year Last Year l.atest Year Last Year 




31 12 85 

31-12-84 

31-12-85* 

30-6-84 

31-12-85 

31-12-84 

31-12-86 

31-3-85 

Paid-up Capital 


181.1 

1813 

367 

367 

450 

450 

1005 

1005 

Reserves 


10134 

9894 

1091 

993 

590 

437 

12070 

11860 

Borrowings 


11308 

10560 

2521 

948 

1390 

690 

4582 

4321 

of which Term borrowings 


6188 

6373 

671 


840 

300 

3980 

3356 

Gross fixed assets 


20011 

19907 

3692 

2463 

1519 

770 

21158 

18274 

Net fixed assets 


13560 

14476 

2714 

1116 

1063 

527 

15297 

14455 

Investments 


73 

59 

17 

35 

22 

25 

579 

579 

Current liabilities 


10209 

8714 

2206 

1277 

1517 

1516 

10725 

5496 

Current as.sets 


18266 

14028 

3454 

2433 

2853 

2523 

12505 

7649 

Stock.s 


9058 

6567 

1559 

1120 

845 

745 

3335 

2853 

Book debts 


7012 

5374 

838 

731 

810 

704 

1105 

808 

Net sales 


29396 

25807 

11381 

5422 

3985 

3753 

14231 

13347 

Other income 


534 

58 

570 

125 

122 

122 

303 

362 

Raw material costs 


21717 

17143 

5338 

1848 

1867 

1505 

3817 

3947 

Wages 


3218 

2559 

2014 

1049 

901 

795 

2267 

2071 

Interest 


1479 

1563 

391 

197 

154 

90 

593 

428 

Cross profit (f )/lo$s (- ) 


1523 

1623 

409 

193 

386 

446 

1602 

1656 

Depreciation provision 


1076 

974 

213 

108 

87 

46 

802 

727 

Ikx provision 


— 

63 

41 

47 

65 

267 

100 

125 

Net profit (+)/lo5S (-) 


447 

586 

155 

38 

234 

133 

700 

804 

Investment allowance reserve 


ISO 

190 

no 

11 

94 

4 

415 

374 

tiransfer to re,serves 

Dividend 


116 

94 


— 

73 

62 

64 

209 

Amount 

P 

— 

— 

2 

5 

— 

— 

13 

13 


E 

181 

302 

50 

27 

67 

67 

208 

208 

Rate (per cent) 

P 

— 

— 

5.20 

5.20 

— 

— 

11 

11 


E 

10 

18 

15 

8 

15 

15 

23.50 

23.50 

Cover (times) 

Ratios (per cent) 


2.47 

1.94 

3.06 

1.22 

3.50 

2.00 

3.30 

3.80 

Cross profii/sales 


5.18 

6.27 

3.59 

3.56 

9.68 

11.93 

11.25 

12.40 

Net profit/capiial employed 


5.51 

7.67 

10.63 

2.«0 

22.50 

27.31 

12.05 

15.07 

Inventories/sales 


30.81 

25.44 

13.70 

20.65 

21.20 

19.85 

23.43 

21.37 

Wages/sales 


10.94 

9.91 

17.69 

19.35 

22.01 

21.18 

15.93 

15.51 


• 18 months. 
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the working of various plants situated in the 
sutft The sleep increase in prices of coal, 
power, petroleum products and other raw 
materials and inputs continue to increase the 
cost of production of almost all the sections 
of the company. Because of recession in de¬ 
mand for the company’s products, prices 
have not increased proportionately with the 
result that profits have been adversely 
affected. 


Ill the Capital Market 


Saw Pipe* has been floaty by Jindal group 
of New Delhi to manufacture thick wailed, 
targe diameter, submerged arc welded steel 
pipes used in transportation of oil, natural 
gas and other slurries. The pipes will be 
manufactured by employing the UOE pro¬ 
cess for the first time in India. 

Saw Pipes will enter the capital market 
with a public issue of 19,92,000 equity shares 
of Rs 10 each for cash at par. The issue 
opens on July 7 for non-resident Indians and 
on July 14 for the Indian public. Out of the 
total equity share capital of Rs 6 crote, the 
promoters—Sigmatech Inc of the US and 
Jindal group— have contributed Rs 2.008 
crorc and Rs 2 crore respectively. The 
balance of Rs 1.992 crore is ohered by public 
issue. Out of the public issue, three lakh 
equity shares have been reserved for pre¬ 
ferential allotment to employees and 2.92 
lakh shares for allotment to non-resident 
Indians with repatriation rights. The total 
capital cost of the project, located at 
Kosi-Kalan in Mathura district in UP, works 
to Rs IS.IS crore. The new company has 
decided to take a foreign currency loan of 
Rs 26 lakh from IFCI, a rupee loan of 
Rs 7.70 crore from the public financial 
institutions and a loan of Rs 1 crore from 
Canara Bank. 

USS Engineers and Consultants (UEC), 
a subsidiary of the US Steel Corporation, 
would be providing total technical know-how 
for the manufacturing process. UEC will 
depute experts to oversee the commission¬ 
ing of the plant. They would also assist 
Saw Pipes to obtain American Petroleum 
Institute (API) monogram rights. 

Saw Pipes has been floated by the Jindal 
organisation in association with Dilip 
Bhargava, a non-resident Indian and director 
of Sigmatech Inc Virginia, (USA). With an 
asset base of Rs 60 crore, the Jindal 
organisation’s turnover exceeds Rs 160 crore. 
Jindal Strips, the flagship of the group, is 
India’s first and only wholly integrated 
stainless steel company with sales exceeding 
Rs SS crore and with gross profits of over 
Rs six crore. The civil construction of the 
plant is nearing completion and erection of 
mechinery is in full swing. IVial runs are 
stated for September and commercial pro¬ 
duction immediately thereafter. The plant 
will have an annual capacity of 75,000 
tonnes. According to P R Jindd, Chairman 
of Saw Pipes, the company will achieve a 


turn-over of Rs 21.47 crote in the first full 
year of operation. The turn over is expected 
to increase to Rs 35 CTore in the fourth year 
of the operation. 

The managers to the issue are Merchant 
Banking Division,'20th Century Finance 
Corporation, Bombay, and the advisers are 
Merchant Banking Division of Canara 
Bank, New Delhi. 

Ross Murarka Money Growth Fund will 
enter the capital market on July 21 with a 
public issue of 20 lakh equity shares of Rs 10 
each. Ross Deas, who has promoted the 
new company, told a press conference in 
Bombay on June 23 that Ross Murarka 
Money Growth Fund, which will carry on 
the business of investments, leasing, finan¬ 
cing and hire purchase, has been promoted 
to take care of certain business propositions 
that Ross Murarka Finance, which is a 
finance and leasing company, might not be 
able to undertake fully. Thus, Ross Murarka 
Money Growth Fund will go in for venture 
capital investment in new companies. It will 
also undertake direct investment in and con¬ 
trol of existing companies, project financ¬ 
ing and also promote new projects. In 
addition, the creation of a mutual fund and 
underwriting organisation as well as share 
trading operations would earn large service 
fees for Ross Murarka Money Growth Fund. 

The issue, which will close on July 22, is 
managed by Oman international Bank and 
co-managed by Hong Kong Bank. 

Uniplas India, has decided to enter the 
capital market with a public issue of 7,80,(XX) 
equity share; of Rs 10 each for cash at par. 
The issue opens on July 2 for non-residents 
and on July 9 for the Indian public. Three 
lakh shares have been reserved for preferen¬ 
tial allotment to non-resident Indians with 
full repatriation benefits. The company has 
obtained the consent of the Controller of 
Capital Issues to retain 25 per cent over¬ 
subscription to the issue 

According to J B S Bakshi, Chairman and 
Managing Director of Uniplas India, the 
company is raising resources to undertake 
a four-fold expansion of its plastic plant at 
Noida, near Delhi. Bakshi told a press con¬ 
ference in Bombay on June 19 that the com¬ 
pany’s present product range is rigid PVC 
pipes in diameters of 40 to 160 mm which 
are extensively used in drinking water 
schemes, tubewells, irrigation systems, 
telecommunication conduiting and also by 
the building industry. The expansion project 
on hand will increase the size range from 16 
to 315 mm. Alongside there is an extensive 
diversification programme which includes 
injection moulding of fittings, and other 
plastics products for the engineering, elec¬ 
tronics and automobile industry along with 
a range of high quality consumer products. 
The expansion project would quadruple the 
existing production capacity from 1,250 
tonnes annually, to 5,000 tonnes per annum 
(of which the Hrst phase of 3,000 tonnes 
per annum has already been completed). 


Uniplas will operate a nationwide total 
market of over Rs 300 crore which is 
expected to further grow at over 27 per cent 
per annum during the 7th plan period. 

Uniplas shares will be list^ on the Delhi, 
Bombay and Calcutta stock exchanges. The 
managers to the issue are Bajaj Capital 
Investment Centre, Sareen Consultants, the 
Merchant Banking Division of Punjab and 
Sind Bank and the advisor to the issue is the 
Merchant Banking Division of the Bank of 
Tokyo. 

Wall Street Finance, promoted by Asgar S 
Patel, leading the Patel Group, will enter the 
capital market on July 14 with a public is,sue 
of six lakh equity shares of Rs 10 each for 
cash at par. TWo lakh shares are reserved for 
preferential treatment for non-residents of 
Indian nationality or origin without rights 
of repatriation, 50,0(X) shares for preferen¬ 
tial allotment to employees (including Indian 
directors) of the new company and group 
companies, 20,000 shares for preferential 
allotment to bu.siness associates and 3,30,000 
shares to the public. 

Asgar Patel, Chairperson and Managing 
Director, told a press conference in Bombay 
on June 20, that Wall Street Finance was 
fully backed by the Patel Group with an 
annual turnover of Rs 30 crore. Wall Street 
Finance would get business from the various 
diversified companies of the Patel Group. 
For instance, Asgar Patel pointed out, Patel 
Roadways, the lead company of the Group, 
had a fleet of l,0(X) trucks operating in all 
parts of the country servicing over 1,0(X) sta¬ 
tions and providing employment of over 
50(X) people. Wall Street Finance has set a 
conservative target of financing the purchase 
of 3,000 trucks in the very first year, thus 
generating a turnover of about Rs 6 crore. 
Another venture of the Patel Group, 
Natasha Constructions, has completed 
.several projects and residential Hats, office 
premises, and shopping complexes. At pre¬ 
sent, Natasha Constructions has projects 
equivalent to 1,50,000 square feet and 
expects to double it in the next two years. 
Wall Street Finance will provide bridge loans 
of Rs 1 lakh per Hat for five years, covering 
500 flats per year. According to Asgar Patel, 
other leading builders will also draw on Wall 
Street Finance for financing the sale of flats 
constructed by them. Similarly, Wall Street 
Finance would provide finance by way of 
pre-packing credit to small and medium 
exporters. It would also provide short term 
finance to traders dealing in commodities 
like cloth, cardamom, steel, etc. 

The company's shares will be listed at 
Bombay, Pune, Delhi and Bangalore stock 
exchanges to provide easy liquidity and will 
carry income tax benefits under section 801. 
and SOM as well as wealth tax exemption for 
investors. Managers to the issue are V B Desai 
Financial Services, Merchant Banking 
Bureau of Indian Overseas Bank and 
Merchant Banking Division of Bank of 
Baroda, all from Bombay. 
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FROM OUR CORRESPONDENTS 


ANDHRA PRADESH 

Drought: Lies the Government Tells 

K Balagopal 


‘WHERE have all our cattle gone?' 

It is not a farmer who asks the question, 
for the farmers know quite well where their 
cattle have gone. It is the collector of 
Anantapur district who addresses the ques¬ 
tion, and the joint-director of the depart¬ 
ment of Animal Husbandry. It is unlikely 
that either of them—jointly or separately— 
keeps cattle, so it is to be explained that he 
says ‘our cattle’ much as a headmaster says 
‘my boys’. He is referring to the cattle of the 
district of which he is the collector. 

The Animal Husbandry man replies 
casually that the cattle have all gone to Bellary 
to graze, as they do every summer: they will 
return before long, he assures. The collector 
receives the reply with a proprietorid glint 
of satisfaction in his eyes; his cattle are safe, 
after all 

The conversation takes place over telephone 
one hot morning this May. Outside the land 
is parched by the heat, and dry as only red 
dust that has received no rams worth the 
name for the last two years can be Somebody 
says that one day he travelled fifty mites 
without seeing a single crow, and there is 
nobody prepared to challenge him. In a land 
where hundreds of ancient temarind groves 
have dried up as if lightning has burnt them 
down, it is no surprise if even a crow could 
find no water to sustain its scavenging life. 
Nor is It a surprise that tens of thousands 
of cattle have dropped dead of hunger and 
thirst. 

The bureaucrat in charge of their welfare, 
however, says that they have all crossed the 
border to graze in Karnataka. He is perhaps 
confusing the four legged cattle with the 
two-legged cattle, as the common cultivator 
has been derisively called in this land for 
Rtgvedic times onwards. The two-legged 
cattle, it is true, have mostly gone to Bellary. 
It may seem offensive to human dignity to 
say that they have gone to graze, but that 
is the essence of the matter They have gone 
to pick cotton, or harvest a late summer 
crop, in return for 5 or 6 rupees with which 
they manage to sustain the life in their 
bodies Naturally, the more of them that 
migrate, the less easy it is to get work even 
in the lUngabhadra ayacut, and many get 
none. Timmappa. a harijan of Konetinayani- 
palyem, was one of the luckless many; he 
roamed around Bellary for four days on aif 
empty stomach and di^ before he could get 
any work. The government will probabjy say 
that he died of sunstroke and not hunger. 
Even those who obtain work can save 
nothing to send back home, and so the 
children, the aged and (some) women who 
are left behind in the benight^ villages ate 


living on the verge of starvation. At least 
three old persons have even died: Kunti 
Marakka (Marakka the lame) and Guddi 
Benakappa (Benakappa the blind) of 
Vsddepalii, and a beg^ woman by name 
Hanumakka of Borampalii. All three of 
them being 70 or more; the government, hot 
under the collar, says that they did not die 
of hunger but of old age. Perhaps it will be 
soon decreed (In the interests of security of 
state, public order, and our relations with 
friendly countries’) that hereafter everybody 
in the country will die exclusively for the 
non-committal reason that the heart has 
stopped beating. 

The lies the government tells go much 
deeper, however. Forget Constitutional 
obligations and Directive Principles, one 
would have thought that the instinct for 
political survival would prompt the govern¬ 
ment to do the minimum it can, so that 
disaffection may not spread; but no. N T 
Rama Rao apparently thinks his role is 
divinely ordain^ and a mere drought or two 
cannot unseat him. And so the government 
does nothing, though it talks a lot and 
unceasingly. 

Cattle. Crops and Credit 

Let us take the issues one by one. The 
drought in Anantapur has had a devastating 
impact on the rur^ poor. Their number is 
counted officially as 3.8 lakh agricultural 
labourers plus 88,000 small farmers plus 
96,000 marginal farmers. The district is 
pr^ominantly a single crop region—only 1 
per cent of the cultivated land is cropped 
twice. And so even in normal times these 
people require additional employment for 
anything between 6 and 9 months in a year. 
Now. after the kharif harvest of 1985 they 
have been continuously unemployed for 9 
months, making a totd of about 15 crore 
raandays of unemployment. The govern¬ 
ment’s expenditure on drought relief works 
has generated, as against this, only 20 lakh 
mandays—which about 1.3 per cent of the 
requirement; or just three and a half days’ 
work per head of the unemployed rural poor. 
For 1986-87 the district collector’s projec¬ 
tion plans even less—only 12 lakh mandays 
of employment. He, like everybody else, 
appears to believe that if it has not rained 
fortwo years running then it is bound to rain 
the third year; faith in the ‘wheel of lile^ is 
so strong in this land; it appears to sustain 
both the people and the government. And 
so, whichever village you go to, the people 
say that ‘no drought works have been under¬ 
taken in ourvillage*. The constant mponse 
is macabre; even to a cynic. 


Normally there is plenty of unemploy¬ 
ment in the summer months, and labouren 
do migrate But this year the extent of 
migration has been phenomenal. The block 
development officer (BDO) of Kambadur 
block estimates that 40,000 people have 
emigrated from his block; and there are 
sixteen blocfci in the district. If Kambadur 
is taken as normal, this works out to an 
emigration of 6.4 lakhs out of the total 
population of 25 lakhs fbr the district, which 
must be a record of sorts. The normal dif¬ 
ficulty has been compounded by not only 
drou^t but also mechanisation. One major 
source of emj^oyment in the summer months 
is the deepening of the irrigation wells of the 
landed farmers. But now the farmers have 
taken to getting borewells installed by rig 
companies, instead of getting the wells 
manually deepened. They are spending 
about Rs J.ooio per effort (at the rate of 
Rs 35 to 45 per foot) but it is generating no 
employment for the local labourers: the rig 
companies bring their own labourers. This 
has had such a negative impact on the lives 
of the rural poor that borewell companies 
are about the first thing the hanjans com¬ 
plain about. If we add that this business, like 
almost everything else, is dominated by the 
self-same R^dy gentry who dominate all the 
political parties, but especially the Con- 
gress(I), and are presently running a crusade 
of sorts to ‘lioerate’ Rayalaseema from 
NTR’s misrule, then the cycle of cause and 
effect, of deprivation and power, of distitu- 
tion and riches, will be apparent. 

Cattle is the second major issue Nine lakh 
of them are supposed to have existed just 
before the kharif season of 1985. Presently 
hardly 3 to 4 lakh remain. In the beginning 
they started dying for lack of fodder and 
water. Then the farmers thought the bettei 
of it and started selling tHeir cattla Butchers 
from Bangalore are said to be the principal 
beneficiaries of this distress sale. The going 
price has been ridiculously low: a cow worth 
Rs l.OtX) is sold for Rs i(X) or 200 and so on. 
Poignant stories are told of butchers buying 
cattle in such large numbers that it becomes 
difficult to load them into trucks and keep 
them from jumping down, so they break the 
animal’s legs as the farmer looks on and 
load the wounded animal onto the trucks. 
Perhaps the luckiest, if one may use the 
expression, are the harijan peasants who are 
at least able to cut up and eat their own 
cattle instead of having to sell them to 
butchers at abominally low prices. 

The lies (or shall we say the misrepresen- 
ution?) the government indulges in have 
been the most blatant in the case of the care 
of cattle For at least four months beginning 
this Fdsruary the Press in AP has been full 
of reports of cattle fodder being procured 
by the government from the doasUd districu 
and carted to Ananttpur by goods trains. 
Photographs of fodder trains leaving 
Oudivada or VUayawada, and whistling their 
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w^r into Guntakal Junction, published fre- 
Quently in the Press, must have wanned the 
cockles of those who like to see the govern¬ 
ment tai» its Constitutional responsibilities 
seriously, for Article 48 of the Indian Con¬ 
stitution makes Scientific Animal Husban¬ 
dry a Directive Principle of State Policy, 
nothing less. Perhaps providing paddy straw 
to dying cattle is not exactly what the makers 
of the Constitution had in mind when they 
were inspired to draft the article; but then 
animal husbandry is as animal husbandry 
does. However, any comparison of what the 
government has done for the dying cattle, 
with what is actually needed, will put a 
dampei on whatever enthusiasm the photo¬ 
graphs may have generated. To listen to the 
BDO of Kambadur block once again, he 
estimates that the cattle of the block require 
9,482 metric tonnes of fodder for three 
months; as against this the government has 
supplied exactly SO tonnes. The simple pic¬ 
ture is as follows: the fodder is taken in 
lorries and dumped at the office of the 
Mandal Revenue Officer (MRO) of each 
Mandal; why this gentleman, there is no way 
of knowing, except that since British time« 
it has been supposed that if the government 
has anything to get done it is the Ikhsildar 
who should do it. The farmers, provided 
they know of the arrival of the fodder, gather 
at the MRO’s office and fight over it, as if 
It IS their very food and not cattle fodder. 
Even then, over the last three months, just 
about half the farmers of the district have 
got enough to feed their cattle for just one 
day. The government has also set up two 
much-publicised cattle camps in the district, 
where the farmers can leave their cattle to 
be taken care of by the government. The 
capacity of the camps is a total of 9,000 
animals which is just 1 per cent of the 
estimated cattle population of 9 idkh. It is 
now clear why the official in charge of 
Animal Husbandry finds it convenient to 
believe that the cattle have gone to 
Karnataka to g^a^e. 

But the government's lies arc tlie most bla¬ 
tant in the case of financial assistance to 
farmers. Wherever and whenever there is 
drought in our country, governments usually 
announce that banks and other lending 
iastitutions have been instructed to be liberal 
in collecting old loans and issuing new ones. 
So has the government of AP. It takes an 
extraoitlinanly cynical mind to be not shocked 
by the realisation that even this is a lie. But 
It IS. Not a single one of the lending institu¬ 
tions, fiom the commercial banks to the 
agricultural co-operatives, has received any 
extraordinary instructions for the collection 
and disbursement of loans; they are follow¬ 
ing the same procedures of withholding fresh 
loans to defaultors, issuing notices, threaten¬ 
ing attachment of property, and even in the 
case of those who have cleared their loans 
with them, no-dues certificates are demanded 
from every other lending bntitution in the 


area before they issue a fresh loan. Paradox¬ 
ically. therefore, at a time when farmers are 
hungry for credit, the public sector banks 
of Socialist India are ’ertjoying’ a season of 
extremely slack business. In the smaller 
branches you can literally catch the clerks 
napping. 

This must be set against the loss the 
farmers have sui ained during the last two 
years. Anantapur has a normal rainfall of 
544 mm per year (as against 1,000 mm for 
the coastal Andhra districts). But in 1984-85 
it rained only 324 mm, and during 1985-86 
only'283 mm The crop loss is estimated by 
the government as Rs 211 crore during 
1984-85 and Rs 123 crore during 1985-86. 
The reason why crop-loss has gone down as 
drought intensified is that loss is counted 
only with reference to what is sown —land 
that IS not sown does not enter the reckon¬ 
ing. If, for instance, rains fail this year too, 
farmers may not sow anything at ail, and 
crop loss will then go down to zero, as it hap¬ 
pened during the rabi season of 1985-86. 
Which therefore makes it a very nice way of 
estimating the damage done to the farmers, 
indeed. If it is loss in normal income that 
is computed, the total will be much closer 
to Rs 5(X) crore for 1984-85 and 1985-86 pul 
together. In real terms the stark truth is that 
during the kharif season of 1985-86, when 
groundnut was sown in 15 lakh acres, the 
farmers did not recover even the seed sown 
m all but a handful of villages. Which means 
that not only was there no rabi sowing that 
year, there is no seed to start cultivation this 
year when (or rather iO the rains come. 

It wijl probably be recalled that the Cen¬ 
tral Budget of 1985 intiodjpced a scheme of 
crop insurance. At that time it was hailed 
by many as a gift to the farmer. Those who 
know better wondered what kind of a hoax 
lay in store, for the Indian polity is in no 
position materially speaking to introduce a 
genuine scheme of crop insurance and the 
political need is only just now being felt The 
experience of Anantapur reveals the nature 
of the hoax: 80 lakh rupees of insurance was 
done in 1985-86 and in spite of a near-total 
crop failure; not a single farmer has got even 
one rupee’s compensation. The scheme is 
that a ciop of Rs 1,000 is insured for 
Rs 1,500 and one per cent premium is col 
lected. It does not matter how much crop 
is sown, it IS the loan amount that the 
insurance is attached to. In case of crop 
failure the faimer gets compensation accor¬ 
ding to the formula; 

fall m ywl^^ ,500 
normal yield 

We say the ‘farmer’ gets, but it is the bank 
that gets the amount and only anything left 
after deducting its loan goes to the farmer. 
The officials deny hotly that it is the loan 
that is insured and not the crop; but that is 
what it amounts to. However, the real 
cheating takes place in defining ‘normal 
yield’: it is the average yield of the three 


previous years, irrespective of whether there 
is anything ‘normal’ about those years. The 
scheme is obviously aimed at insuring 
against sudden and sporadic calamities (like 
a hail storm or pest), and not chronic 
drought. Finally, the procedure for getting 
the compensation is not that the farmer who 
has insured his crop files his claim, but the 
revenue department estimates the crop loss 
and informs the banks that have given the 
loans. The banks prepare the necessary 
papers and file claims with the General 
Insurance Corporation, and after their 
claims are honoured, they give the farmers 
whatever is left after deducting their loan. 
But in Anantapur, even the banks are yet to 
get their claims honoured, so that the 
farmers have paid a total premium of 
Rs 80,(XX) are left with all their outstanding 
loans intact. 

It will probably ram normally this year; 
the ‘wheel of life’ is not entirely a myth, and 
nature is more kind than the Government 
of India. But such sporadic rams will only 
temporarily revive dry land cultivation—they 
cannot rejuvenate the Upper Bennai Project 
that has been dry for the last seven years, 
nor the 1J145 irrigation unks that have been 
diy for three to six years. A good crop of 
groundnut and some wetness at the bottom 
of their wells is all that the farmers can 
except from such rams. Wet cultivation 
IS on the way to becoming a memory in 
Anantapur. Some years ago they switched 
over from ragi to paddy on wet lands, but 
now it IS going to be groundnut all over— 
oi jowar, koira and bajia. They are thankful 
that a' least the good red soil of the distiici 
allows groundnut cultivation: if they were 
forced to grow only coarse graias, the private 
money-lenders who are now tending them 
money at 24 to 72 per cent interest would 
not be willing to do so, it is the magic crop 
of groundnut that provides the farmers with 
the only —albeit usuiious -source ot credit 
thc-y have lelt. 


GUJARAT NARMADA VAlltY FER 
1ILISERS COMPANY (GNI t') has crossed 
2 million tonnes mark of urea production 
After creating new records in its production 
during nine months ended April 1986, 
GNFC has now crossed its own budgeted 
targets of production for the whole year at 
its ammonia, urea qs well as methanol 
plants. The annual target of 5.20 lakh tonnes 
of urea was aossed as early as on May 4, 
1986. The ammonia production target of 
3,56,370 tonnes was surpassed on May 23, 
immediately followed by methanol plant 
crossing its target of 16,644 tonnes for the 
year ending June, 1986. 
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Women in Drug Industry 

Sujatha Gothoskar 


A WHOLE range of industries have nearly 
always kept women out—totally or nearly 
so, e g, heavy engineering. There have been 
others like the textile and pharmaceutical 
industries, where women have been working 
for decades, but are now gradually, through 
various means, being replaced by dther men 
or machines, even on jobs women did earlier 
(e g, packing). 

In sectors where there are no better alter¬ 
native job opportunities (e g, on the shop- 
floor), women are being gradually pushed 
out and are being replaced by machines or 
men. However, only in those job sectors 
where newer alternatives are emerging for 
instance in the computer industry in white- 
collar jobs, that the older dead-end jobs are 
increasingly left to women, for the time 
being, till a new tide in technology washes 
these away from us and puts them at the feet 
of men, or are completely eaten away by 
machines, as is happening in the West today. 

Unionism and WoMtN 
PHAKMAt LlJl K Al WORKERS 

Mulunational corporations came into this 
country in a big way in the late 19S0s and 
1960s. In these industries especially in the 
pharmaceutical sector a very large number 
of women weie employed, nearly exclusively 
in the packing departments. While in the 
other areas of production, manufacture, 
quality control, maintenance, etc, only men 
were employed. Wages were low and there 
were no umoiis. When workers attempted to 
form their unions, they were terrorised and 
often victimised. Workers in these multi¬ 
national plants had to put up a resolute fight 
for years before they were successflil. 

Besides, there were clauses and practices 
which were blatantly discriminatory against 
women, lb begjn with, there was the ‘mar¬ 
riage clause' As soon as women workers got 
married, they were supposed to give in their 
resignation. The retirement age for women 
was 55 and for men, it was 60. There was 
no question of either maternity benefits or 
creches being provided This was the early 
1960$. By mid-1960s the workers of most of 
these plants had built their unions, which 
over the last decade became extremely 
strong The wages increased phenomenally 
and are among the highest paid in the coun¬ 
try Yet, this entile process has not been a 
linear development. 

In fact, the unionism in the pharmaceuti¬ 
cal industry in Bombay exiubited some 
unusual and distinctive features. An impor¬ 
tant one was the predominance in this in¬ 
dustry of independent unions. This is very 
significant, given the atmosphere of stratifi¬ 
cation and authoritarianism, not only in 
society at large, but also embedded and 


reproduced in the union movement itself. 
Smndly, independent unions have a greater 
capacity to be controlled by the workers 
themselves and offer a potentiality for 
women workers, then in the majority, to 
exercise their say in union piactice and flinc- 
tioning. Independent unions were also to 
some extent the preference of the phar¬ 
maceutical management from a totelly 
opposite point of view. They wanted pocket 
unions and began to retaliate against the 
unions, once it was clear that the indepen¬ 
dent unions refused to be pocketed. 

Another important feature of unionism 
within the pharmaceutical industry was their 
successful attempt at formation of a federa¬ 
tion of unions across plants and companies. 
This made it possible to take up issues which 
would otherwise have been almost impossi¬ 
ble to take up by individual unions isolated- 
ly Some of these were: (1) The struggle 
against the Marriage Clause in 1965, which 
forced women out of jobs once they got 
married. The federation took up the struggle 
by giving a call for a strike, which was suc¬ 
cessful in almost all plants and also raking 
It up at the Supreme Court level, where also 
they won; (2) Raising the retirement age of 
women from 55 to 60 years; (3) Struggles 
against victimisation in individual plants; 

(4) Support to struggles in individul plants— 
e g, all workers of all the plants struck work 
for a day supporting the ctoands of workers 
in May and Baker and Roche in 1964; 

(5) Amendment of the Maternity Benefit Act 
to include employees not covered by the 
ESIS; (6) Provision of creches; (7) Demand 
for transport facilities; (8) Attempts to 
organise and help unions in small and 
m^ium pharmaceutical plants; (9) Helping 
contract and temporary workers, etc. 

These were important gains not only for 
women workers in pharmaceuticals, but for 
women, workers generally. Secondly, these 
various attempts touched a wide range of 
issues and also sections within the work¬ 
force This ipflected the interest and involve¬ 
ment of different sections of the workers in 
union matters. Gradually, the pharmaceuti¬ 
cal industry was emerging as one -of the 
better-paying industries with a five-day 
working week and with a wage-structure 
which did manage to keep pace with the 
galloping price index. 

Industry’s Response 

By the beginning of the 1970s, the 
Organisation of Pharmaceutical Producers 
of India (OPPI), the management oigrasa- 
tion, was b^nidng to formulate policies of 
dealing with the unions, together with 
strategies towards raising productivity. Their 
first attack was on the wage-structure, 


especially the Dearness Allowance schemes 
and a policy to impose a ceiling on the DA 
was instituted. By 1980, there were very few 
units without the ceding. This was a very big 
blow to unionism. Even huge companies like 
Boehringer-Knoll, Hoechst and Pu-ke-Davis 
had some form of the celling on DA. 

The 1970s also saw the introduction of 
automation and rationalisation schemes. 
Newer and faster machines were being 
brought in. Processes which the workers 
were familiar with, were being changed; pio- 
duaion lines transformed, and this was done 
piece-meal and in phases, not only in 
different companies and plants, but also on 
different lines within the same plant. This 
not only made a joint counter-offensive dif¬ 
ficult, but on the contrary, it pitted some 
workers against the others. 

This was being done unilaterally, without 
any consultation with the unions. The pro¬ 
cess of automation affected women packers 
the most—in terms of changes in their work, 
workloads as well as m terms of recruitment 
of newer women workers. 

While certain types of strenuous or 
repetitive manual work is automated, like 
filling or sealing of bottles, work much 
heavier and tiring has not changed, e g, case¬ 
packing In fact, due to the automation of 
filling and sealing many more cases have to 
be packed, sometimes nearly 800 per cent 
more than before automation. And especial¬ 
ly where the number of women or men 
working as case-packers have not been pro 
portionately increased, the workload is 
extremely heavy. “Case-packing involves 
making cardboard cases, inserting thb 
cartons full of bottles into the cases, clos¬ 
ing the cases and raping them. Our hands, 
feet, shoulders and back ache." Nearly the 
same is true of hand-labelling, hand-sealing 
of vials and so on. 

What has been obvious in this entire pro¬ 
cess of automation is that the only concern 
of the management is an increase in produc¬ 
tivity and profits. That is why hand-filling 
IS first replaced by automatic machines, 
while case-packing is left for years to be 
done manually because it is the first opera¬ 
tion which determines the pace of the line. 

Managements rarely consult workers 
before introducing changes in the produc¬ 
tion process. The decisions regarding the 
design of the newer machines are taken 
entirely ignoring the needs of the> women 
workers who are ultimately going to run 
them. There have been instances, where 
women have refused to work because the 
machines were too high and the stools on 
which they were supposed to stand to reach 
the machines, too risky. These problems 
could have been avoided by consulting the 
union in terms of the layout and de^ right 
from the surt. But this the managements 
have systematically refused to da And the 
unions too have not insisted on this. 

Recruitment of Women 

Apart ftom these problems of workloads, 
the instability of work, an additional aspect 
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k'diat for the last nearly 20 years the pro. 
portion, and very often even the niunber of 
women workers has declined in the (dtar- 
maceutical industiy.\Tfals is home out by the 
examples of Roche and Indo-Pharma. In 
both companies there has been an increase 
in the total number of workers—In Roche 
from 160 in 1962 to 350 in 1983 and in Indo- 
Pharma from 125 in 1963 to 242 in 1983. 
However, the number of women workers in 
Roche came down from 82 to 32, reducing 
their proportion in the company’s workforce 
from 53 per cent to just 9 per cent, in the 
case of Indo-Pharma, while the number of 
women workers increased from 55 to 76. 
their proportion in the total workforce never¬ 
theless declined from 44 per cent to 31 per 
cent. This is true of the majority of plants 
And It is not an accident that this trend in 
the decline coincides with the abolition of 
the Marriage Clause. 

Women workers we spoke to in 22 plants 
put forward some demands which should be 
taken up by the unions. 

Creche facilities should not be confined 
to the children of women employees only, 
but should also be available to those of male 
employees, because both are equally parents 
of the children and there would be one basis 
less for the discrimination against women. 
Similarly, men should get paid ‘paternity 
leave' of at least two weeks, to look after the 
mother and the baby. Paternity grant should 
be paid to cover hospitalisation expenses 
of the delivery. Both men and women 
employees should get at least one week’s 
‘domestic leave* per year to look after sick 
relatives. Also, in view of the tremendous 
increase in productivity, and to tackle the 
‘shift-system’ argument, there could be a 
demand for four shifts of six hours each, 
instead of the present three shifts. Women 
could then work in two shifts from 7 am- 
I pm and 1 pm-7 pm. 

But discussions with male workers and 
unionists on these suggestions were not very 
fruitful. One wonders why—it was after all 
these same unions which had, two decades 
ago, taken up the issue of blatant discrimina¬ 
tion against women in employment, though 
of course even then it was a'woman worker 
who had initiated the challenge to the 
Marriage Clause in the Supreme Court. 

One reason for the unions not taking up 
these issues may be the iiitplicit definition 
of the terrain of unionism which the unions 
visualise. Issues of recruitment and promo¬ 
tion are not defined clearly as bargaining 
areas todv> In fact, some unions consciously 
refrain from any participation in these issues. 
But also mors disturbingly, unions do share 
some of the prejudices which managements 
have express^ against women and women 
workers. Vttxnen's positkm in the job market 
is different from the outMt from that of 
men. The value of women’s work is defliwd 
by an ideology whkfa dicuinscribes their role 
in the family and by male definitions of 
ilnhioity. The concep of fhe male gg the 
f^bad-whMer and womenis wage ae pta 
inoi|ey",ia4eq>ly embedded In sodtd 




tures, of which unions too are a part. In fact, 
a member of a militant radical union 
remarked that they needed a sports room 
mote than a creche. 

The story seems to be the same all over- 
in most sectors of employment. And what 
it seems to point out to, is the need for 
strengthening the isolated attempts of 
various sections of women worters at self- 
expression and self-organisation. In a union 
situation, it is difficult for faulividual women 
to assert themselves even when they arc in 
the majority, which itself is not very often. 
Wsmen workers are sporadically forming 
their own groups or committees, but as of 
today these are not recognised as valid 
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groups and hence their sporadic nature, 
unlike the existence of the union. 

It seems necessary to form a broad women 
workers organisation, which can initiate, 
strengthen or support these women’s com¬ 
mittees and give them some stability as well 
as contacts with women workers from other 
plants in the same industry or area. etc. 
There are networks of women international¬ 
ly as well Like the Women Working World¬ 
wide Campaign, The International Women’s 
Group, Wiser Links, etc But it is necessary 
to form stronger links within to make links 
outside more successful. Right now, only 
weak beginnings arc being made 


New Code for Transport of 
Hazardous Materials 
Indifferent Response from Industry 

A Sushil BLumar 


SOON after the Bhopal gas ttagedyi the 
government started consciously recognising 
the existence of hazardous industries and the 
need to effectively control them. Various 
state governments appointed task forces and 
committees, like the Garg Committee in 
Maharashtra, to examine the risks posed by 
hazardous industries to people and the 
environment. 

Nearly all such exercises have revolved 
around assessing hazards and minimising 
risks in and around the plants, i e, the 
manufacturing facility. But precious little 
has been done to control the danger posed 
by the road transportation of hazardous 
chemicals which perh^is, is a greater societal 
risk. While hazards in and around the plant 
are monitored through mandatory safety 
controlt, howsoever rudimentary, such as 
periodic inspections, instrumentation con¬ 
trols. Are protection systems, etc, once a 
vehicle loaded with hazardous chemicals 
leaves the factory gates it virtually becomes 
a hazard on wheels with no control what¬ 
soever. The probability of a transit mishap 
resulting in serious consequences is com¬ 
pound^ by various factors: an untrained 
and ill-informed driver who is rarely aware 
of the cargo be carries; the movement of 
such vehicte through jam*padked roads and 
often residential areas whm the number of 
people liable to be exposed to a fire or leak 
it very high; and the absence of ai^ infor¬ 
mation to eiTectively deal with an emergency 
situatiem. 

Some incidents which have occurred in 
recent months present a grim scenario. In 
May this year an oil ta^r exploded in 
Narifc, spiOkog 200 litres of oil and killing 
nhte persons including a nine-year old girl 
told a police constablft It is reported Uut the 
driver who had stopped ft>r teg, parked the 


tanker near a busy bus-stand. Nearly 27 
people were injured, 12 of them seriously as 
a result of burn Injuries from the spilled oH. 
A similar scene was enacted in Calcutta in 
March, when 2 people were killed and several 
others injured in the busy Dalhousic area, 
when a bus rammed into an oil tanker. The 
impact was strong enough to violently 
ru^ure the tank and spew the nearby multi- 
storeyed building with petrol, setting it 
abla^ The blames could be seem from a 
distance of 10 km and it took 20 Are tenders 
to bring it under control. In another in¬ 
cident, a chlorine tanker passing through a 
residential colony near Bombay started leak¬ 
ing. Ibtally unaware^ of the consequences, 
the driver abandoned the vehicle near a 
school. The children who were exposed to 
the Inking chlorine had to be administered 
medical treatment. When oleum leaked from 
an overturned tanker in Baroda, hundreds 
of persons started Aeeing in panic as acid 
fumes spread over parts of the city. Some 
who were not aware of the contents threw 
water on oleum, which created a severe 
oothennic reaction. Four people were 
seriously injured. 

In one of the worst transportation acci- 
dents, 39 people were charred to death in 
Karnataka when people who had flocked to 
collect petrol from a leaking oil ranker, were 
engulM in the Are started by a lighted 
match. 

The chemical industry has witnessed the 
rapid emergence of large-scale operations, 
and the extensive industrial use of hydro¬ 
carbons which are explosion anri fire 
hazards, and the transportation of highly 
toxic substances many of whose properties 
are still not clearly known. Even in the US, 
the. deadly methyl isocyanate (MIC) was 
categorised as ‘flammable’, but whose 
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t(»dcity was assigned a secondary role for 
transport classification purpose. It was only 
after the Bhopal disaster that it was re- 
dassiHed to recognise its extremely poisonous 
properties. 

Most of these hazardous chemicals have 
to travel over long distances, and a cursory 
examination of chemical transportation 
trends for the next decade and a half, makes 
disturbing reading: The total traffic of 
chemicals and drugs, according to the 
National IVansport Ptlicy Committee 
report, is projected to grow from 4.61 million 
tonne in 1982-83 to 11.47 million tonne by 
2001. During the same period petroleum 
products traffic is expected to grow from 
20.47 million tonne to 48.80 million tonne. 
The problem is set in its proper perspective 
when we analyse these figures in the context 
of the government's “Road Development 
Plan for India; 1981-2001’’, which forecasts 
that, between road and rail, the shares of 
freight traffic by road will go up from 40 
per cent in 1980-81 to 63 per cent by the turn 
of the century. Assuming that freight traffic 
will include an increasing proportion of 
hazardous cargo, there will be a need for 
strict safety codes in the area of road 
transportation. 

Safety Codes for road Transport 

Viewed against this background, the 
recent legislation enacted by the Maha¬ 
rashtra government assumes considerable 
significance. In January 1986, the State 
Transport Authority incorporated ‘additional 
permit conditions’ by suitably amending the 
Motor Vehicles Act. The new legislation 
stipulates that the primary resposibility for 
safe transportation of hazardous chemicals 
lies with the company which produces or 
handles such chemicals and toads them for 
road transportation. Specifically, the new 
rules state that no public or private carrier 
should carry hazardous chemicals unless the 
following conditions are satisfied.* 

All vehicles carrying hazardous goods 
should display special labels pictorially and 
descriptively representing the nature of the 
hazard, e g, explosive, inflammable, poison, 
corrosive, etc. 

Drivers of such vehicles should carry 
'Instructions in Writing’ relating to each 
dangerous substance, which will include 
details on emergency response such as first 
aid treatment and dealing with fire; accident, 
tillage or leakage. These ‘Instructions’ must 
be in English, Hindi and Marathi and in 
the languages of the state of transit and 
destination. 

A summary of these instructions in 
the form of a card called the ‘Transport 
Emergency Card’ (TREMCARD) should be 
carried by the driver in his cabin. 

It is pertinent to note that the above 
legislation is on the lines of the United 
Nations “Recommendations for the Thms- 
portation of Dangerous Goods’’, so that 
maxium uniformity can eventually be 
achieved world-wide amongst regulations 


governing the movement of dangerous goods 
by all means of transport. Were there no 
earlier legislation to cover transponation of 
hazardous chemicals prior to these amend¬ 
ments to the Motor Vehicles Act? Vbs, there 
were and are a few Acts and Rules, but they 
covered only a fraction of the hazardous 
cargo transported. These were mainly The 
Explosives Act and Rules. The Petroleum 
Act and Rules, The Mobile Pressure Vessels 
(Unfiied) Rules and The Gas Cylinder Rules. 
They covered such hazardous substances as 
explosives, petroleum products and com¬ 
pressed gases. However, transportation of a 
wnde rsmge of toxic and corrosive substances 
(some of which were neither explosives nor 
flammables), and not contained in pressure 
vessels were outside the purview of the 
existing legislation. Thus the lead taken by 
the Maharashtra state—the hotbed of the 
Indian chemical industry—needs to be 
commended. 

The new guidelines have meant a massive 
and coordinated effort on the pan of the 
chemical industry, the transporters and the 
enforcement authorities in an area where 
Ignorance was the rule rather than exception. 
With the objective of creating an awareness 
among all concerned and discussing the 
implications ot the new legislation, the Loss 
Prevention Assoaation of India Ltd, a non¬ 
profit ofganisation devoted to promotion of 
safety, organised a national seminar in 
February on “Safety in Road Ihinsportation 
of Hazardous Materials" at Bombay It was 
held in collaboration with the Indian 
Chemical Manufacturers’ Association, the 
largest body of the chemical industry in the 
country. The seminar brought into sharp 
focus the short-term and long-term measures 
to be undertaken for successful implementa¬ 
tion of the new safety legislation 

Short-Term Measures 

While the new regulations were to uke 
effect from February 1986, the existing 
infrastructure is far from adequate Very few 
orgamsations have made arrangements to 
issue 'Instructions in writing* to the driver 
in various languages, on the lines recom¬ 
mended. The UN Recommendations which 
provide the basis for classifying hazardous 
chemicals are yet to be adopted by all the 
chemical manufactures. 

The TREMCARIK for each chemical is 
not freely available in the country. Moreover, 
it is yet to be decided whether the TREM- 
CARDS, originally developed by the 
Chemical Industries Association, UK will 
need modifications in view of the different 
concentrations in which the chemical may 
be transported, as also the varying 
temherature conditions in India vb-a-vis the 
Europen climatology. Thus suitable amend¬ 
ments have to be carried out before these 
cards can be made applicable. But this is 
easier said than done. Even if a few com¬ 
panies take the lead, will it ensure that all 
the others who are using that chemical will 
unanimously agree to the specifications 


decided upon? And will the enforcement 
authorities—ill-equipped as they ate—he 
competent to approve the TREMCAR1XS7 
These are grey areas which need immediate 
attention 

The technical specifications for preparing 
hazardous labels, in terms of the type of 
stickers/placards to be used, their dimen¬ 
sions, their resistance to withstand spills and 
vagaries of the weather, the typeof paint to 
be used, etc, are aspects which, though 
appear superficial will hamper effective 
implementation of the new rules. In the 
absoice of an authorised advisory body, one 
is apprehensive whether a systematic label- 
Nng and marking system as envisaged in the 
UN Recommendations will make its appear¬ 
ance on Indian roads soon. 

Lono-Term Issues 

Success or failure of these measures will 
primal ily hmge on the capacity of the 
industty to develop, over a period of time, 
a team of well-informed, competent and 
responsible drivers who are trained in safer 
driving and emergency action while tians- 
porting hazardous goods. In India, profes¬ 
sional drivers arc responsible for more than 
70 per cent of the road accidents involving 
transport vehicles. Thus serious attention 
will have to be given to initiate driver train¬ 
ing programmes and courses where such 
driver’s professional competence, skills and 
knowledge is continuously upgraded. 

At present, a large fleer of badly main¬ 
tained vehicles are being used for transpor¬ 
ting hazardous cargo Currently, the rules for 
vehicle fitness mainly cover only those carry¬ 
ing explosives, petroleum products and com¬ 
pressed gases. Even here, there is peculiar 
specialisation of functions. For instance, 
while the department of transport tests the 
fitness of vehicles only upto the chassis level, 
the department of explosives is concerned 
with the container/pressure vessel mounted 
on the chassis! Iksides removing such 
anomalies, standards will have to be laid 
down for vehicle design, testing and main¬ 
tenance depending upon the nature of the 
chemical transported. 

In the US, the National Ihuisporution 
Safety Board investigates and analyses every 
major transport accident. It recommends 
safety measures which ate incorporated in 
existing safety codes and helps the govern¬ 
ment in formulating laws that endeavour to 
protect the environment. We should start 
thinking on these lines immediately by 
creating a Safety Board where represen¬ 
tatives from different sections can interact 
together and arrive at common solutions. 

The new rules which ate currently aiq;>Ii- 
cable to Maharashtra will have to be ex¬ 
tended to cover all the states to make R 
meaningful: because trade and commerce 
demands the movement of goods ftom one 
state to another. Thus a le^slative measure 
which attempts to regulate the inter-state 
movement of vehicles on a piecemeal basis 
wilt Jose much of its force unless imj^ 
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mented on t national level. In this con¬ 
nection it is heartening to note that the 
Central governnmit is proposing similar 
amendments to the Motor Vehicles Act to 
cover the entire country. 

lb prevent a transit mishap from turning 
into a catastrophe calls for an integrated and 
well-coordinated emetgency response system 
whoe different agencies will be involved, viz, 
fire brigade; police, public health services 
and the chemical industry. Those routes/ 
zones which are regularly being used for 
carrying extra haza^ous cargo should be 
identified, and the community most exposed 
to such risks must be made aware of the 
‘immediate’ measures to be initiated in an 
emergency. It is said that in the UK, even 
school-going children have learnt to recog¬ 
nise dangerous cargo on the rpad by associ¬ 
ating the various colour codes with the 
nature of the hazard. 

The response of the chemical industry and 


THE economic summits had always a 
distinctly political overtone. This charac- 
tenstic reached a new high water-mark at the 
last summit which was held in Tokyo early 
in May; indeed, it was, to all intents and pur¬ 
poses, a major political event. Ihie, its 
economic decisions were duly trumpeted as 
great achievements: but this was a public 
relations onslaught, and very few succumbed 
to it Their real worth was mostly rated as 
marginal by knowledgeable people In retro¬ 
spect this rating looks even more to the 
point 

President Reagan had taken no chance 
about 'his summit which, from his angle, 
had acquired a critical significance. He was 
determined to turn it into an unqualified 
success, and so he did his best—before, 
during, and after the enclave—to ensure 
such an outcome. In a press conference he 
held immediately after the meeting was over, 
he announced to the world that it was indeed 
an example of a grand mission fulfilled. 

And in appearance at least, the claim 
looked well justified. There was no visible 
hitch among the participants; a consensus 
emerged on all mqjor issues—from tenotism 
and the Chernobyl nuclear disaster to joint 
economic policies to stimulate the world 
economy, to regulate exchange rates, to fight 
protectionism, and to alleviate the debt 
burden of the developing nations. Whatever 
dissensions there were among the seven 
heads of states were privately aired in leak¬ 
proof debates, and were bridged over, at least 
verbally, in the flnal communiques. Har¬ 
mony and consensus were the foremost 
goals; both prevailed, seemingly at least.'to 
an unwonted extent 

And so a beaming Piesidmt Keagan could 


the petroleum industry to the new measures 
hat been far from enthusiastic lb expedite 
action the Transport Commissioner of 
Maharashtra has set up a Monitoring Croup 
where represoiutives from the iruiustry. the 
government and safety organisations can 
have an interface It has also acceded to the 
r^uest of the industry to extend the effec¬ 
tive date for the new regulations to July 
1986. It should be reiterati^, that while the 
government can be however, expected to take 
a lead in formulating legislation, it is up to 
the industry to shoulder the social respon¬ 
sibility of ensuring its effective compliance 
This is based on the philosophy that the 
responsibility for controlling the risk lies 
with those who create it. 

The Union Carbide episode has led to a 
re-evaluation of safety practices even in the 
most developed countries. Do we need to 
wait for another Bhopal to jolt us into 
action? 


declare at his post-summit press conference 
that this was “the most successful” of the 
SIX summits he had attended. ‘The atmos¬ 
phere was cordial, the talks were candid and 
constructive^’, and on the fundamental issues 
of the agenda “a strong measure of allied 
umty was achieved”. 

It is no secret, however, that the most 
fundamental issue Reagan had in mind was 
not economic, but political: it was not pro¬ 
tectionism, but terrorism or hqw to protect 
civilisation against the rising tide of terrorist 
activities. More specifically, his foremost 
concern was to repair the damage his mid- 
April air raid on Tripoli and Benghazi had 
done to allied unity: to build, at least for the 
future, a common front against Libya; to 
isolate Colonel Gaddafi, and with concerted 
action to set the stage for his birerthrow. A 
consensus was forged which seemed to 
concede all that Reagan had wanted. 

Ibrrorism was the number one item on the 
agenda, and it claimed a big chunk of the 
Big Seven’s time It culminated in the release 
of a strongly worded statement in which they 
reaffirmed their condemnsdion of terrorism 
in all its forms, declared that it must be 
faught “relentlessly and without com¬ 
promise?’, and pledged themselves “to make 
maximum efforts to fight against the 
scourge*. TTiey agreed “to intensify the 
exchai^ of information in relevant fore on 
threats and potential threats”, and to apply 
a set of measures “within the framework of 
internationtd law” in respect of any state 
clearly involved in sponsoring ot supporting 
international terrorism, “and in particular 
Libya”. 

These measures included refusal to export 
arms to states tainted with terrorism; strict 


limits on the size of their diplomatic and 
consular missions; denial of entry to all 
persons, including diplomatic personnel, 
once they are expelled or excluded from any 
of the Summit states: improved extradition 
procedures; stricter immigration and visa 
requirements for nationals of states involved 
in terrorism; and close co-operation, bila¬ 
teral and multilateral, between police and 
security organisations. 

Reagan was mightly pleased with the 
statement, and even more so was his 
Secretary of State, George P Schultz. They 
had very good reasons to be so. The 
11-minute high-tech air raid over Libya had 
badly split the allied. Only Prime Minister 
Margaret Thatcher, reportedly against her 
will and after some arm-twisting by Presi¬ 
dent Reagan claiming a quid pro quo for the 
support he had given her in the Falkland 
war, had allowed Britain to be used as a base 
for launching the raid on Libya. But France 
had denied the overflight, forcing the planes 
to fly some 1,800 extra miles; both German 
and Italian government were openly critical 
of the raid; Prime Minister Nakasone 
smilingly sat on the fence in a neutral stance; 
there was widespread public protest in West 
Europe, including Britain where Margaret 
Thatcher looked more isolated and vulner¬ 
able than ever before. In such a situation it 
was no small achievement of the Reagan 
Admimstration to avert open criticism of the 
unilateral American raid, to compose the 
differences and build a consensus, and in the 
end to come out with a tough statement 
which specifically condemned Gaddafi. 

In a brief opening statement Reagan read 
at his Tikyo press conference he jubilantly 
told the reporters; The Summit Sewn agreed 
upon the “scourge of international terror” 
and upon new political and diplomatic 
measures to deal with it. Then came the 
crucial point which was uppermost in his 
mind: “We agreed that the Libya of Colonel 
Gaddafi represents a unique threat to free 
peoples, a rogue regime that advances its 
goals through the murder and maiming of 
innocent civilians!’ 

Secretary Schultz went much further. He 
showered fulsome praise on the leadership 
role Prime Minister Thatcher had played in 
strengthening the statement on terrorism, 
which, in its final form, far surpassed his 
expectation. The elated Secretary of State 
shelved all diplomatic niceties and, apostro¬ 
phising the Libyan leader, he exclaimed: 
“The message is: You’ve had it, pal. You are 
isolated. You are recognised as a terrorist!’ 

Yet behind the Reagan-Schultz “victory” 
there was almost certainly a trade-off, 
though it was not publicly mentioned. Even 
before arriving in Tokyo. Margaret Thatcher 
had made it clear that a fresh request to 
launch another aii raid from the British base 
to queil terrorism in Libya or elsewhere 
woidd not be acceptable. Evidently, she 
leaned over backwards to please Reagan by 
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toughening the statement and, along with 
the other summiteers, put together a set of 
non-milltary measures to be taken against 
Libya and other states involved in terrorist 
activities. Margaret Thatcher and her five 
colleagues were anxious not only to combat 
terrorism, but also to contain an American 
President who was hellbent on deploying 
military muscle to wipe out the terrorists. 
And they no doubt hoped that the action 
they took would serve both objectives, that 
ab(M all it would forestal further pre¬ 
emptive air strikes unilaterally launched by 
the US. 

Beyond all this there must have been some 
frank talk about the cause of the latest 
upsurge in tmorist activities. The root cause 
it of course starkly familiar to all: the long- 
festering Palestinian question which the 
Reagan Administration, toeing the Israeli 
line; has been trying to solve only by bury¬ 
ing it. 

At Reagan’s press conference the reporters 
fired a volley of questions about the summit 
statement on terrorism and the effectiveness 
of the measures the seven heads of sute or 
government had agreed upon. Terrorism, 
They clearly implied, was but a symptom of 
a deeper malaise. The malaise in this case 
was the fate of the Palestinian people, an 
issue which was not addressed, but quietly 
bypassed. 

Writing in The New York Times colum¬ 
nist James Reston reminded that the kind 
of anti-terronst action plan foiged at the 
summit, far from solving the problem, might 
easily backflra And prompted by the nuclear 
acci^nt at Chernobyl, he brooded over 
SOQieJiair^aising possibilities, such as the 
havoc that would be caused if a demented 
terrorist mined a harbour or a densely 
populated centre with some radio-active 
material. 

It is significant that Margaret Thatcher 
paid an official visit to Israel in the last week 
of May when she pleaded hard with the 
Israeli government to reopen the Mestinian 
question and to help resolve it on a just and 
fair basis. Not surprisingly, the plea fell on 
deaf ears. The intriguing point is not what 
the move achieved, but that it was made at 
all. was it a tacit offshoot of the tough 
declaration that had been issued in Tbkyo? 
Probably it was. 

The accident at the Chernobyl nuclear 
power station with its lethal fallout spread¬ 
ing over mush of Europe was a windfall for 
Reagan. It gave him a rare opportunity to 
unite the summit participants for another 
strong declaration—with some Soviet¬ 
bashing. It seems, however, that the initial 
impulses were held in check. The final 
criticism, as embodied in a public statement, 
was both restrained and unexceptionable. 

Each nuclear-power country “needs exact¬ 
ing standards’’, said the statement inter alia. 
Besides, each nuclear country is responsible 
for “prompt provision of detailed and com¬ 
plete information on nuclear emergencies 


and accidents, in particular those with 
potential transboundary consequences”. 
And it urged the Soviet government, “uhish 
did not do so in the case of Chernobyl, to 
provide urgently such infOTmation as our 
and other countries have requested”. 

On the economic front, the summit 
covered all the major problems the world is 
confronted with today, viz, high unemploy¬ 
ment, large domestic and external im¬ 
balances, uncertain exchange rates, protec¬ 
tionist pressures, severe debt problems of 
developing countries, sharp drop in the 
crude price and its impact. Its decisions and 
recommendations have been impressively 
spelled out in the final communique. This, 
however, has become a standard pattern. As 
the record of the past 11 economic summits 
conclusively shows, the high-level parley 
ends with a high-sounding communique 
replete with pious declarations whose 
echoes, however, die almost an instantaneous 
death. There is no reason to believe that 
things will be any different this time. 

Herbert Stein, who was the chief eco¬ 
nomic adviser under President Nixon, calls 
the whole Tbkyo accord “an empty box” 
Perhaps its best feature is that it is really 
empty and does not contain any visible 
discord. In fact, there was a compelling 
reason for this harmony. At least three rntyor 
players—Prime Minister Margaret Thatcher, 
Chancellor Helmut Kohl, and Prime 
Minister Yasuhiro Nakasone—will soon be 
facing new elections. They had every reason 
to avoid the acute angle and appear states¬ 
man-like at the summit to project the right 
image to their constituencies. As for France, 
both President Francois Mitterand and 
Prime Minister Jaques Chirac were still 
preoccupied with their very special problem 
of “cohabitation”; and so they had a special 
reason to maintain maximum accord bet¬ 
ween themselves as well as with the other 
members. 

The most distinctive feature of the Tbkyo 
summit is supposed to the emphasis it has 
laid on ‘Pilose and continuous co-ordination 
of economic policy among the seven summit 
countries”. This is. indeed,' notable, but 
mainly because of the about-face it signids 
in America’s own economic policy. Until the 
last summit—or. to be more precise; until 
September 22, 198S when the Oroup of Five 
led by the US decided to drive down the 
dollar through co-ordinated market interven¬ 
tion (see “Downing the Dollar”, £PIF, 
February 1,1986)—the Reagan Administra¬ 
tion had rejected all suggestions coming 
from other industrial nations to co-ordinate 
their economic, especially monetary and 
exchuige rate, policies. It decided to switch 
fhxn its stubbornly puisued «>-it-alone poiky 
and to seek co-or£nation vnth other nations 
only after it realised the heavy damage the 
skyhigh interest rates and the grossly over¬ 
valued dollar had inflicted on the US 
economy. 

But wanting co-ordination is not the same 


thing as achieving it. Its preconditions ara 
many and difficult: and unJess they ara 
satisfied, the declaration is bound to remain 
empty, at Heibert Stein reminded us. A few 
facts will illustrate the point. 

Prime Minister Nakasone is seeking a 
third term in an dection due to be hdd soon. 
But the rapid appredation of the yen—from 
over 250 yen to the dollar to a recent high 
of IS9 yen—has hurt many sport industriet. 
This “dollar shokku” has become a major 
obstacle to his re-election. It was hit hope 
to persuade President Reagan and his aides 
to agree to stabilise the yen vis-a-vis the 
dollar at a somewhat lower level with jidnt 
market intervention. He was poUteiy, but 
ffnnly rd>uffed. Nakasone is now strugi^ing 
to overcome the blow the summit has dealt 
to his dectoral hopes. 

Tleasury Secietaty James Baker is aiudous 
to have a fresh round of discount rate cut 
to stimulate the economies of the US. West 
Europe and Japan. But Japan is not keen 
on another rate cut since it considers its 
present rate low enough, and Chancellor 
Helmut Kohl is definitely set against it. In 
fact, it is suggested that they went out of 
their way to extend support to President 
Reagan on terrorism and other political 
issues since they were unwilling to oblige, 
him on economic matters. 

Even Baker now openly admits that co¬ 
ordinated economic policies among the 
seven countries will be hard to achieve. In 
fact, so far it has been badly lacking even 
within the US. The White House and the 
Congress are often at loggerheads on tax and 
budgetary matters. Also on interest rates 
there are deep differences. Baker eagerly 
wants one or two more globally co-ordinated 
discount rate cuts. But Fed chairman Paul 
Volcker balks and, instead, conjures up the 
spectre of resurgent inflation. This, in turn, 
provides enough alibi to West Germany not 
to initiate a fresh cut in its own discount rate. 

Finally, there is the mountain of budget 
deficits piled up by President Reagan and 
the flood of Tleasury borrowings which 
drove up the interest rates ami the dollar, and 
therrtqt created massive distortions both 
within the US and the world economy. But 
the administration continues to fiddle with 
this grave problem. Surely, ture cp-ordina- 
tion, like charity, must be^n at home Until 
this happens, the Tbkyo accord will remain 
not only an empty box, but also a cruel 
hoax. __ 
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Social Research as Inductive Process 

Pndip Kumar Bose 

Classification in Social Research by Ramkrishna Mukherjcf^ State 
University of New York Press, Albany; 1984. 


FOR mote than a decade Ramkrishna 
Mukherjee has been engaged in developing 
an inductive methodology to social sciences. 
In his earlier works on this topic namely, 
“Social Indicators” (197S) and "What WiU 
It Be?” (1979) Mukherjee initiated and 
developed this approach differentiating 
between diagnostic research and descriptive 
and explanatory research (Mukherjee, 1975, 
1979). The former he called as inductive- 
inferential while the latter as deductive- 
positivistic. As a logical corollary to this 
distinction Mukherjee then explicated new 
ways of concept formation and construction 
of appropriate methodological framework. 
In these two books Mukherjee, therefore, 
selected certain important themes from 
Indian sociology like social change, social 
development and nation building indicating 
how these problems should be conceived at>d 
what kind of methodology one should adopt. 

The book under review is the third in the 
series where Mukherjee carries forward his 
research in yet another important area 
namely that of classification. Like his other 
two books, in this book also Mukherjee's 
analysis is rigorous, his style is precise and 
logical and he develops his thesis almost like 
a mathematical theorem demarcating boun¬ 
daries, clarifying definitions by logical step- 
by-step development of his arguments. In 
fact his style is so different from the com¬ 
mon run of descriptive sociology familiar 
to any student of Indian sociology that the 
reader will have to specially' orient and 
discipline the mind to fully appreciate his 
concerns—an exercise though not easy but 
highly rewarding in the end. 

Mukherjee begins his analysis by pointing 
out that the role of classification is to con¬ 
solidate knowledge on the variable proper¬ 
ties of a phenomenon by attending simul- 
uneously to (1) a meticulous division of 
these properties and (2) a systematic col¬ 
lection of the divided properties. 1b accumu¬ 
late more and more precise and compre¬ 
hensive knowledge about the phenomenon, 
the quest should be directed to, first, what 
the phenomenon is; second, how the 
phenomenon operates; third why the 
phenomenon occurs; and, fourth, what will 
be the future of the phenomenon as its 
development emerges through the knowledge 
accumulated by answering the successisv 
whati how and why questions. The Hrst two 
questions refer to descriptive mearch; the 
former describing the ^tienomenon itself, 
and the latter describing its imerrelations 
with other phenomena. The third refers to 
eiQPtoMiPO'research, for it is concerned svith 
an enquiry inio the causality of the pheno¬ 


menon with reference to an established 
theory era priori hypothesis to unravel the 
reasons behind the origin, devdopment, per¬ 
sistence, possible change, and eventual dis¬ 
appearance of the phenomenon. Lastly, the 
fourth would refer to diagnostic research 
because this probability question can be 
answered only by a critical evaluation of the 
relative powers of alternate explanations for 
the phenomenon with respect to their 
relevance, nece.ssity, efficiency and suffi- 
ciem^ for understanding the phenomenon. 
In other words, according to Mukherjee the 
method of classification can be concerned 
with the following four issues: 

a How wc perceive variations in a 
phenomenon in regard to its constitution and 
cause, and consequently, with regard to inter¬ 
actions among a set of phenomena, 
b How these variations within and between 
phenomena can be systematically treated, 
c How the treatment of variations in a 
phenomenon in this manner poses problems 
which are to be resolved for the formulation 
of an efficient procedure of classification, 
d In the light of above three issues and also 
the limitation of the prevailing mode of 
classification, how we can evolve an effident 
method of classification. 

In this context Mukherjee makes a very 
important distinction between object of 
classification, units of ciassiHcation, items 
of classification and content of classifica¬ 
tion. To give an example, when we consider 
an attitude towards life goals as the unit of 
analysis, it becomes the object of classifica¬ 
tion for a research project and, therefore, a 
constant. The classification, however, is with 
respect to sets of persons who, by forming 
mutually distinct social groups, represent 
one set of context variables that identifies 
the units of classification. The social groups 
thus formed may not represent persons of 
all characteristics but only those of specified 
sex and age, for example, which therefore 
represent a particular set of context variables 
to denote the items of classification. On the 
other side, attitudes towards the goal life can 
be ascertained with the corresponding sets 
of measure variables and can he regarded as 
the content of classification. Thus the item, 
unit, and content aspects of classification 
are to be regarded as variable. The item and 
the unit aspects identify the context of 
categorisation, from the division into items 
to their consolidation into units, while the 
content aspect locates the measure variables 
vrith reference to different comexts for 
rneasuiement. 

Mukherjee very clearly rejects the deduc¬ 
tive process of classification, which he calls 
as ^pological approach, because it prohibits 

Economic and PoUtieal Weekly 

Vql XXI, Nos 25 aa4 tun* 2l-2a. IM« 


our understanding of the classification of ^ 
knowable. The inherent constraint of the 
typological approach is that it produces . 
s^ectively compartmental categories of 
classification instead of evolving the cate¬ 
gories unrestrictedly. Moreover, the sphere 
of knowable information for purposes of 
classification and systemisation of know¬ 
ledge is beyond the purview of this process. 
In other words the two major limitations of 
the typological approach are: 
a Since the ‘types* can be evolved when the ' 
variations in the phenomena are examined ' 
from the top as it were, only those variations, 
are classified which are spontaneously 
observed or detected. 

b Since the distinction and the sequential. 
relation among the four aspeas of cl^ltea- 
tions are not relevant to the typologpcal 
approach, it cannot classify the properties of. 
a phenomenon systematically and com¬ 
prehensively. 

As against the typological approach, 
Mukherjee offers the population aproach, 
where the procedure rests upon the total 
social space of the indivisible elements of . 
the properties of the phenomena to be 
examined from the bottom upwards, and not 
from the top downwards as it is for the 
prevalent typological approach. Thus the , 
population approach to classification has to 
be conceived not as exclusively quantitative 
but as progressing from quality to quantity 
and not vice-versa. Mukherjee gives a 
number of examples to show how the 
population approach is more versatile than 
the typological one. For instance, he points 
out that the failure of the typological 
approach in deciphering the systems of 
variation is clearly mainfest in the typology 
of “dominant caste”, which denotes an 
unsystematic cross-cla^fication of different 
kinds of social behaviour. With a view to 
explaining social change in modern India, 
this type has been formulated by combining 
some characteristics of economic, demo¬ 
graphic, political and cultural behaviour; 
namely, the ownership of land, numerical 
strength, position in local hierarchy, western 
education, jobs in the administration, and 
urban sources of income. Mukherjee points 
out that the six characteristics refer to spon¬ 
taneous observation on Indian society and 
to an imprecise characterisation of the 
already mentioned kinds of social behaviour. 
Moreover, the typology utilises an un¬ 
systematic division and collection even of the 
selected properties as present or absent 
separately or in combination. 

In short, therefore, proceduraliy classifica¬ 
tion must be oriented inductively to the 
population of the relevant characteristics and 
not deductively to only some segments of 
population which are spontaneously observed 
or detected. The knowledge of societal 
phenomena will always be short of their 
totality and social space comprising all Uieir 
properties will also remain limit^ to our ^ 
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cotitemponry comprehension of any given 
plece-time-peopie variations Nonetheless, 
Mukherjee suggests that if we can theore 
tically conceive of the social space as com 
pnsing infinite but enumerable properties of 
all societal phenomena and can examine 
these properties o( all societal phenomena, 
from the last stage of dividing them into 
indivisible elements upto the final stage of 
colleamg them under the appropriate labels, 
then our ever accumulating knowledge will 
lontinuouslv arrange the known and the 
knowable variations in the phenomena in a 
systematic order trom the bottom as it were, 
of the social space Accordingly, the forma 
tion of the sets of properties of each and all 
o( the phenomena will be more and more 
clearly distinct and more and more un 
equivocally amenable to their systematic col 
lection Asaiesult the population ,ipproach 
to classification will be more and more 
cflicicnl leading classiiication towaids 
sufficiency All this may remind some of 
logical atomism of Russell or ‘elementary 
proposition” of Wittgenstein in "Tractatus ’ 
However in “Grundissc’ Marx also spells 
out a similar approach of proceeding from 
“simplest determinations” and gradually 
leading to a ‘ i ich aggregate ot many detei 
mtnations and relations” (Marx, 1973, 100) 

l«st all this appear as ‘grand theory” 
Mukherjee, in Chapter 3 titled Application', 
which incidentally is the longest chapter 
in the book shows how the population 
approach can be fruitfully applied to the 
study of family and kinship patterns This 
chapter will dispell any doubt of those who 
are generally skeptical about any theoretical 
arguments about social science research 
methods 

Mukherjee s population approach or what 
he sometimes calls as inductive inferential 
approach, is basically sound and has a long 
ancestry in philosophy though rarely dts 
cussed in theoretical sociology The approach 
basically involves converting the conclusion 
of an inductive inlcrencc into a probability 
statement This approach was introduced 
Kevnes as another wav of justifying indue 
tion when the circularitv and empirical 
falsity of Mill's justification of induction 
became tsideriI This strategy in effect, con 
cedes that the problem ot induction cannot 
be soKed unlesc the principle of sarifiabilitv 
IS weakened This approach dots not require 
that cxpericnc* conclusively verify laws 
before they are considered scientific rather 
than metaphysical Instead, all that is 
required is that, experience renders \vu\pro 
biible It IS this iradition that provides 
jusiificaiion for sociological research, which 
Mukherjee explicates in this book 

Attention then centres on explaining and 
analysing the notion of probability which we 
must discuss in some detail here, as it 
involves considerable conceptual difficulties 
and hence affects the theoretical status of 
induction The crucial problem with prob 
ability at the philosophical level is what kind 


of interpretation one attaches to this con¬ 
cept Initially the frequency theory of prob¬ 
ability was preferred by the inducttvists 
because accordmg to this theory probability 
statements are empiricd statements desenb 
ing the number of limes some event has 
happened relative to the number of times it 
might have happened (Reichenbach, 1938, 
Von Mises, 1928) (the modern propensity 
theory of probability is closely related to the 
frequency theory, Kybuig, 1974) But there 
are difficulties with the frequency theory 
when considering unbound series of events 
Immediately the problem of induction re 
appears as the problem of trying to estimate 
(he long run or limiting frequency from a 
finite run and here the uniformity principle 
has to be invoked C arnap (1945) recognising 
this problem with the frequency theory, 
turned to an alternative conception ol prob 
ability in which it is a logical relation 
between evidence and a conclusion Thu 
view of probability was developed by Carnap 
(1950) into confirmation theory, where the 
aim IS to provide a logic of induction, prease 
rules for calculating the degree of confirma 
tion that a particular set of evidence pro 
positio.is give a particular conclusion 
Despite the sophistication of Carnap's con 
firmation theory it faces two related diffi 
cutties First because a proposition might 
be confirmed by one set of evidence state 
ment but disconfirmed by other sets, the 
conrirmationist must insist upon the require 
ment of total evidence before calculating the 
degree of confirmation of the proposition 
Secondly, Carnap's system of inductive logic 
assigns a probability of zero to scientific laws 
formulated as unrestricted generalisations, 
regardless of the evidence available, since no 
nmte amount of evidence can confirm such 
generalisations of potentially infinite scope 
Even if modern developments in conHr 
matron theory overcame these difficulties 
and It were possible to assign a non zero 
probability to laws which successfully 
specified their degree of confirmation on the 
basis of all available evidence, this approach 
to solving the problem of induction requires 
that the deductive nomologtcal account ot 
explanation and prediction be modified so 
that It no longer relies on universal laws but 
only on probability statements An appro 
pnateiy modified schema called as inductive 
statbtical explanation has been described by 
Hempel (1965) However in HempcI s 
scheme pr^abihstic laws cannot be used to 
explain or predict the occurrence of singular 
state of affairs Some authors, persuaded by 
the difficulties encountered in attempting to 
justify induction probabilistically suggest 
that It IS more appropriate to offer a 
pragmahe justification (Salmon, 1961, Ficgl, 
1952) According to this strategy inductive 
principles even if they cannot be validated 
(demonstratively proved) can be ‘vindicated* 
by the success of scientific research Indue 
tion IS a rule of the saentific game Critics 
of the pragmatic justification of induction 


atguc tbat It provides no ebistemological 
entena for discrumnating between good and 
bad inductions It justifles all inductions 
equally and consequently gives no guide for 
the practice of saence; for the choice of laws 
(Black. 1934) In fact, the concept of prob¬ 
ability IS very critically linked with the 
problem of induction and has to be clarified 
and explicated Beguming from “Soaai 
Indicators” Mukherjee has consistently, 
rigorously and smgle handedly constructed 
an approach which has definitely moie 
possibilities than the currently fashionable 
approaches Now it seems he will have to 
take up at a greater depth the question of 
probability and induction and make the 
foundation of hts pioneenhg work s»U more 
secure 

Lastly, it must be added that it is unfor¬ 
tunate that Mukherjee's current works have 
hardly merited any discussion in Indian 
sociological journals and have been virtually 
Ignored by most It is difficult to fathom the 
reasons for this, except that Mukherjee's 
books demand hard labour from his readers 
Perhaps now Indian sociologists will rectify 
their past negligence and pay closer atten 
tron to his works which ultimately will 
benefit and enrich their understanding of the 
Indian social reality 
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Food Dependence 

Nila Sanghvi 

The Wheat TVap: Bread and Underdevelopment in Nigeria by Gunilla 
Andrae and Bjorn Beckman; Zed Books, London; pp xii + 180, £ 18.95 
(hardback), £ 6.9S (paperback). 


SARTRE had once said "food must be the 
result of work performed by men. Bread is 
like that. I’ve always thought that bread was 
a relation with other men!’ He was, of 
course, talking about his food preferences 
and perhaps the exploitative nature of this 
relation did not preoccupy him at that 
moment. It is this aspect of the relation¬ 
ship—of bread as a link in the chain of laige 
American corporations engaged in agri¬ 
business—which is documented painstakingly 
by Gunilla Andrea and Bjorn Beckman. 

The politics and economics of food 
dependence of Nigeria on the US from 
where it imported over one and a half 
million tonnes of wheat annually is ex¬ 
amined in detail by highlighting the role of 
large US corporations, wheat traders, millers 
and machinery salesmen, and their links 
with state institutions, local political elite, 
entrepreneurs and traders. 

After 1970, fortuitous conjunctures in 
Nigerian economy worked in favour of the 
US wheat lobby. In 1970, as Nigeria emerged 
from the civil wah the Second (New) 
National Development Plan was drawn up 
which had the unmistakable imprint of 
foreign consultants—economists, tech¬ 
nicians and administrators—drawn from the 
USAID; FAO and the Commonwealth 
Development Corporation. The exceptional 
rise in oil revenue; after the first oil price hike 
in 1972, dramatically enhanced the capacity 
of the Nigerian State to undertake the large- 
scale capital and foreign exchange demand¬ 
ing projects recommended by these con¬ 
sultants. The Great Sahelian Drought 
(1972-74) also provided an opportunity for 
US wheat interests to dig their toes in 
through food-aid. In these circumstances 
ideological support for large irrigation pro¬ 
jects and for a large-scale shift to wheat 
cultivation was not difHcult to muster. 

At another level, wheat-bread made deep 
inroads into the rural as well as the urban 
markets. The expanding oil economy had 
triggered a process of rapid urbanisation, 
shifts in employment pattern, greater 
absorption of women into the workforce and^ 
changes in the household economy resulting 
in an increased demand for food, especially 
convenience foods like bread. In the global 
context of tremendous food surpluses, 
especially in the US where wheat has been 
the dominant staple commodity on sale, this 
was seen as a golden opportunity and was 
seized. 

A foothold had already been established 
in 1962-63 when the first flour mill was 
established in Nigeria which was built to 


receive hard, winter grown wheat rather than 
the soft European grain. The flour mills 
served as the bridgehead and were rapidly 
expanded in the 1970s. The study documents 
the “corporate integration process" which 
manifested itsell in the American shipping 
lines carrying most of the wheat imports, 
proliferation of flour mills with machinery 
supplies coming from America and penetra¬ 
tion into the bakery stage of processing 
again through sale of machinery for large 
bakeries. Perhaps the only major factor in 
this process winch the authors have not 
discussed is the role of the seed industry. It 
is a well known fact that three or four large 
corporations through their control over germ 
plasm have a decisive influence on agri¬ 
cultural production all over the world. 

Initially, of course, the elaborate in¬ 
digenous production and trading network 
was used to support the rising demand. 
Official support for the bakery industry was 
built up for perceiving bread as being better 
suited than local alternatives for meeting the 
demands of wage-workers and petty pro¬ 
ducers. Support to small-scale industry, 
encouraging appropriate technology and 
local entrepreneurship, providing a cheap 
energy food and an entire range of politically 
marketable rhetoric was peddled which dis¬ 
guised capitalist development at all levels. 
Students oftht. political-economics of third 
world countries would not find this un¬ 
familiar. 

The authors also explode the myth of the 
self-sufficiency and import-substitution in 
wheat built up by the Nigerian agricultural 
planners. With the help of data gleaned from 
official sources supplemented by informa¬ 
tion based on interviews and garnered from 
secondary sources they prove that Nigeria 
which produced one per cent of the l‘/i 
million tonnes of wheat consumed cannot 
produce sufficient wheat to substitute im¬ 
ports and keep up with the average annual 
increase in demand of about 10 per coit. The 
impact of several irrigation and agricultural 
development projects is assessed to sub¬ 
stantiate the argument. In fact, official 
sources have expressed doubts about the 
feasibility of wheat production. One of the 
reports quoted by the authors pertaining to 
the South Chad Project says: "From the 
agronomic standpoint it is questionable 
whether wheat will ever be a worthwhile crop 
in the project area. The climate is only 
marginally suited to wheat production and 
a very exact sowing period must be adopted 
.. Similar climatic zones, which have 


developed their own breeding programmes 
over many years, still struggle to achieve 
yields in excess of two tonnes per ha from 
large-scale production" (p 103). 

Yet agricultural policies have remained 
unchanged, with disastrous consequences. 
A recent Worldwatch Paper (No 65) has 
pointed out that gram yields per hectare in 
Nigeria are lower by 3 per cent than they 
were in the early fifties. The problem of 
increasing food production to meet higher 
demand resulting from population increases 
and urbanisation is sought to be tackled by 
most countries by increasing the cultivated 
area as a first step and thereafter by increas¬ 
ing crop yields through high-yielding 
s^eties and chemical fertilisers which have 
compounded problems of land degradation, 
especially in Africa. The Worldsvatch Insti¬ 
tute reported, “yield raising technologies, 
where adopted, have been more than offset 
by soil erosion, the addition of low fertility 
land to the cropland base, shorter fallow 
periods and declining rainfall due to defore¬ 
station”. The paper showed that ovci three 
decades, in Africa, land productivity had 
declined most in countries where the culti¬ 
vated area had expanded the most, namely, 
in Zambia. Sudan and Nigeria. 

The damage done by the so-called 
development projects to social organisations, 
ecology and to the larger political culture can 
be seen only over the lung term. In fact, if 
Susan George wanted further evidence to 
prove the thesis she had expounded in “How 
the Other Half Dies”, this book provides it. 
But since the need tor governments, bureau¬ 
cracies and corporations to show rates of 
return—financial or economic—is im¬ 
mediate. it is doubtful that the concern for 
such factors, representing values shared only 
by a few intellectuals and activists, will ever 
I ne'integrated in policy-making. 
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Land Reforms in India: An Analysis 

D Baitdyopadhyay 

The Stxth Five-Year Plan had indicated a time-frame for completing various tasks under land reforms Legisla¬ 
tion for corferment of ownership rights on tenants was to be enacted by 1981-82 The programme for taking over 
possession and distribution of ceiling surplus land was to have been completed by 1982-83 Both these tasks still 
remain unachieved 

This paper examines the present status of seiunty of tenure of tenants and implementation of ceding laws in 
different parts of the country and against this background discusses the various administrative steps and other 
supporting measures required for implementing land reforms 


I 

THt Sixth Five Year Plan of India (1980 85) 
stated “It the piogresv of land reforms has 
been less than satisfactoiy, it has not been 
due to riaiss in policy but due to indifferent 
implementation Often, the necessary deter 
mination has been lacking to effectively 
undertake action, particularly in the matter 
of implementation of ceiling laws consoii 
dation of holdings and in not vigorously 
pursuing concealed tenancies and having 
them vested with tenancy/occupancy rights 
as enjoined under the law” 

The Plan also indicated a time frame lor 
completing different tasks under land 
reforms legislation for conferment of 
ownership rights on all tenants, except for 
specified disabled categories, was to be done 
b> 198182 I he programme for taking over 
possession of and disiiibution of ceiling 
surplus lands was to have been completed 
by 1982 81 Both these tasks still remain 
unachieved 

K short narration of the present status of 
secuiity of tenuie of tenants and imple 
mentation of ceiling laws is necessary tor a 
pioper appreciation of the situation Sc*cu 
rity of tenure to tenants has been given in 
all itates whuh have recognised the tenancy 
While the National Policy stipulates fixation 
of rents payable bv tenants at the rate of 
1 Sth to I '4th of the gross produce, the rent 
payable is higher than this in Andhra 
1‘radesh (Aiidhia area), Haryana and 
Punjab It may be actually so in some other 
states also 

Ownership rights on tenants and share 
cioppers have not been conferied in Andhra 
Pradesh (Andhra aiea), Bihar, Haryana, 
Punjab, Ihmil Nadu and West Bengal (tor 
sharecroppers) It is ilso noticed that while 
the ‘Operation Barga* in West Bengal has 
brought about 1 ^ million bargadars 
(shaiecroppcrs) on iccord, similar attempt 
has not been nude ir Bihar or 'Bimil Nadu 
and the tenancies in the states arc not largely 
on njcord Without bringing the tenants and 
sharecroppers on reiord, security of tenurial 
rights cannot be ensured and these persons 
eannoi get e>ven a crop loan from credit 
institutions One ot the main reasons tor 
inadequate growth in riee production in the 
Lastern Region has been identified as the 
prevalence, on a large scale, of shares toppers 
and, hence, inadequate flow of inputs and 
credit as well as inadequate exploitation ot 
ground water as the owners are least in 
terested in investment in land improvement 

rsen in the st.iies w here tenancy has been 
abolished, concealed tenancy has emerged 


on informal or oral basis, under the guise 
of personal cultivation While the National 
Pohey pe*rmits creation of tenancies or leases 
by specified disabled categories only, laiger 
exemptions have been provided m some 
states For example, in Orissa ‘privileged 
laiyat’ which consists of cooperative soaeues, 
the Lord Jagannath Temple; Public Ibmples, 
and trusts can create tenancies Similarly, a 
raiyat with an exten* of land not exceeding 
3 standard acres (i e, 3 acres to 13 5 acres 
depending upon the class of land) can lease 
his land I xtension time limit to confer 
ownership on sub tenants and under raiyats 
has not yet been done 

Out of the 22 states, the states of Mcgha 
laya and Nagaland do not have any ceiling 
laws The law docs not appear to have been 
implemented in Sikkim Land ceiling laws 
were first enact'd in the fifties and the 
sixties, and iatei revised alter National 
(luidelincs were issued in 1972 

Since the inception of the land ceiling pro 
giamme, a total ot 2 97 million hectares have 
been declared suiplus under the pre revised 
and revised ceiling laws Of this, 2 36 million 
hectares have been taken possession ot and 
I 82 million hectates have been distributed 
to 3 37 niilhoii persons 79 35 per cent of 
area declaad surplus has been taken posses 
Sion of and 6' 29 pei cent ot the area 
declared suiplu' has been distnbuted under 
the revised and pn revised laws 43 61 per 
cent of the arc i distributed has been given 
to mcmbtis ot scheduled castes and sche 
duled tribes, who account for 54 63 per cent 
of the total number ot beneficiaries Out of 
115 million hectares dex-lared surplus but not 
distnbuted, 0 66 million hectares is involved 
in litigation and 0 35 million hectares are 
reported to be unfit for cultivation or 
reserved for aftorestation or other public 
purposes 

According to the agricultural census of 
operational holdings, the operational 
holdings below 2 ha have gone up over the 
years with re distribution of land as well as 
devolution bv inheritance, but a skewed 
distribution of land among different si/e 
classes ot operational holdings still persists 

1 he number of holdings below 2 ha has gone 
up from 49 63 million in 1970 71 to 66 6 
million in 1980 81 They constituted 74 5 pci 
cent of the total holdings in 1980 81 but 
operated only 42 76 million ha or 26 3 per 
cent of total operated area Against this, 
holdings above 10 ha have come down from 

2 77 million \n 1970 71 to 2 15 million in 
1980 81 Thev constituted 2 4 per cent of the 


total holdings in 1980-81 but operated as 
much as 37 13 million ha or 22 8 per cent 
of total operated area 

A significant feature which is apparent 
from Table I is the phenomenal increase in 
the number of marginal operational hold¬ 
ings from 36 20 m in 1970 71 to 50 52 m in 
1980 81 Of course, distribution of ceiling 
surplus land to 3 24 million benefiaanes has 
to be accounted tor in this figure Even 
deducting the number of 3 24 m new bene¬ 
ficiary marginal landholders the net figure 
would be 47 28 m—an increase of II 08 m 
over 10 years It means that on an average 
11 m marginal holdings are coming into 
existence annually The annual rate of 
marginalisation was 3 98 per cent or 4 per 
cent which was significantly higher than the 
1 9 jser cent annual rate of growth of rural 
population between 1971 and 1981 It, 
pcrha)>s, indicates that marginalisation was 
more due to immiserisation rather than 
noimal devolution of property Of course, 
another noticeable feature also is the 22 4 
per cent reduction in the number of large 
holdings with 25 86 per cent decrease in area 
What IS puazling is that while the surplus 
area distributed under the levised ceiling 
laws of early seventies was only 0 91 million 
hectare, 12 93 million hectare had been con 
sciously and wilfully dispersed, obviously 
with a view to avoiding the ceiling law 
Devolution would not explain it. because, 
had It been so the number of operational 
holdings would have gone up instead of 
sharply coming down Thus, the Agri 
cultural Censuses which throw up very im¬ 
portant data arc unable to capture the real 
picture of the agrarian society The short 
point IS that while marginalisation of the 
poor peasantry is going on, on a fairly fast 
rate, there has not been any serious dent on 
the effective concentration of land in a few 
hands in spite of the revised land ceiling law 
of early seventies and notwithstanding some 
visible indication to the contrary 

Land ceiling laws were fiist enacted in SOs 
and 60s These were revised after the 
national guidelines were issued in 1972 
There are no land ceiling laws in Meghalaya. 
Nagaland, A and N Islands, Arunchal 
Fradesh, Goa, Daman and Dm, and Mizoram 
There is no implementation in Sikkim 
According to certain estimates made on the 
basis of data from National Sample Surveys 
and Agricultural Census and certain assum¬ 
ptions on average ceiling limits for each 
state, the estimates of surplus were as 
follows 


Ironomir and PoUlteal Weekly Vol XXI, Nos 23 26 
Review of Agrtculture, iua« 2I-38. 1966 



ECONOMIC AND POLITICAL WEEKLY 


Review of Agrtculture June 1986 


(MllUon hectares) 


I6th round of NSS (1960^1) 8.87 

26th round of NSS (1971-72) 4.80 

Agricultural Census (1970-71) 12.10 

Agricultural Census (1976-77) 8.88 

Estimates made by 

state governments 2.35 

Actually declared surplus so far 2.9^ 


The declared surplus land is far less than 

the surplus estimated from agricultural 

censuses and other data. Reasons are: 

(a) Provision for holding land upto twice 
the ceiling limit by families with over 
S members. 

(b) Provision to give separate ceiling limit 
for major sons of the family. 

(c) Provision for treating every shareholder 
of a joint family, under applicable 
personal law, as a separate unit for 
ceiling limits. 

(d) Exemption of tea, coffee, rubber, 
cardamom and cocoa plantation and of 
lands held by religious and charitable 
institutions beyond normal ceiling limits. 

(c) Bcnami transfers to defeat the ceiling law. 

(f) Mis-use of exemptions and miscalcula¬ 
tion ol lands. 

(g) Non-application of appropriate ceilings 
of lands newly irrigated by public 
investment. 

The declared surplus is less than 2 per cent 

ol the cultivated area. The declared surplus 


land is also not fully taken possession of due 
to Utigation. 

An estimate made on date from agri¬ 
cultural census of 1980-81 with the same 
assumption about average ceiling limit as 
made in the other estimates, but allowing for 
area under plantations and orchards, gives 
a figure of S.9S million hectares as surplus, 
if no other concessions vvere given. Similarly, 
if a ceiling of 12 ha for dry land was 
assumed, the 1980-81 agricultural census 
date show an estimate of 9.84 million ha as 
surplus after allowing for plantations and 
orchards, but showing no other concessions. 

In the Seventh Five-'Vfear Plan there has 
been a conceptual change for the better. T he 
approach to the Seventh Five-Year Plan, 
1985-90, states: "I he core of the antj-poverty 
programmes lies m the endowment ol 
income-generating assets on those who have 
little or none of these. Hence, redistributive 
land reforms and security of tenure to the 
informal tenants have to be directly inte¬ 
grated with ihe anti-poverty package of pro¬ 
grammes” (para 30, page 4). 

The Seventh Five-Year Plan also reiterates 
this position. It observes: “Land Reforms 
have been recognised to constitute a vital 
element both in terms of the anti-poverty 
strategy and for modernisation and inciea.sed 
productivity m agriculture Redistribution of 
land could provide a permanent asset base 


IsHii 1 CoMPxasiisr Tuiuars or OvexAriuNAL Hoioinos xno AatAOPfRAitD xs 
Rivlalidin Aohuuiiurai CrNsiists 


t'dlegory and Si/c of Number of Operational Area Operated 

Opc-iaiional Holdings _ H oldings ( million) _ (mi llion h ectares) 



1970-71 

1976-77 

1980-81 

1970-71 

1976:77 

1980-81 

(1) Marginal (below 1 ha) 

36.20 

44 52 

50.52 

14 56 

17.51 

19.80 


(50 0) 

(54.5) 

(56.5) 

(9.0) 

(10.7) 

(12 2) 

(2) .Small (1-2 ha) 

13 43 

14.73 

16.08 

19.28 

20,90 

22.96 


(18.9) 

(18.10) 

(18 0) 

(119) 

(12.8) 

(14.1) 

(3) Scmi-mcdium (3 4 ha) 

10.68 

1167 

12.51 

30.0 

32 43 

34 56 


(15.0) 

(14 3) 

(14 0) 

(18.5) 

(19.9) 

(21 2) 

(4) Medium (4-10 ha) 

7 93 

8.21 

8.09 

48 24 

49.63 

48.14 


(11.2) 

(10.0) 

(9.1) 

(29.7) 

(30.4) 

(29 7) 

(5) large (10 ha and above) 

2 77 

2.44 

2.15 

5006 

42.87 

.17 13 


(3.9) 

(3 0) 

(2.4) 

(30 5) 

(26.2) 

(22.8) 

All categories 

71.01 

81.57 

89.35 

16214 

163.34 

162.79 


(100.0) 

(100.0) 

(100.00) 

(100.0) 

(100.0) 

(100.0) 


/Vurr. figures in brackets are percentages of totals in respective columns. The figures for 1980-81 
are provisional. 


Tabu 2; Inter Cinsus Variaiions in Operational Hoidinos and Area Opirati d 


Category and Sire of 
Operational Holdings 


Increase/Decrease in 
Number of Operational 
Holdings in 1980-81 
over that in 1970-71 
(million nos) 


Increase/Decrease m 
Operational Area 
in 1980-81 over that 
in 1970-71 (million ha) 


Marginal (below 1 ha) 

14.32 

(5.5) 

5.24 

(3.2) 

Small (1-2 ha) 

2.65 

(0.9) 

3.68 

(2.2) 

Semi-Medium (3-4 ha) 

1.83 

(-1.0) 

4.56 

(2.7) 

Medium (4-10 ha) 

0.16 

(-2.1) 

0.10 

(-) 

Large (10 ha and above) 

- 0.62 

(-1.5) 

-12.931 

-8.1) 

Ibtal 

18.34 


0.65 



Sotr. Figures in brackets are the difTercnce in percentage of the total number of area in 1980-81 
over 1970-71. 


for a large number of rural landless poor for 
taking up land-based and other supple¬ 
mentary activities. Similarly, consolidation 
of holdings, tenancy regulation and updating 
of land records, would widen the access of 
small and marginal land-holders to improved 
technology and Inputs and thereby directly 
lead to increase in agricultuial production” 
(Vol 2, page 62, paragragh 2.64). 

Thus, land reform has been brought into 
the mainstream of rural development acti¬ 
vity under the Seventh Five-Year Plan. It is 
no longer a side programme implemented 
by Revenue Departments in total isolation 
of other activities in the field of rural 
development 

In view of this renewed emphasis on land 
reforms as a core activity of anti-poverty 
programme, the state ministers in charge of 
Revenue Departments and Land Reforms 
were consuited in an All-India ('onference 
in May 1985 and a number ot decisions were 
taken 

States have been requested to take up 
measures for plugging loopholes in the 
existing law for expediting decisions in cases 
under litigation by cieatiiig special benches 
of High Courts or by constituting IVibunals 
under Article 323B of the Constitution of 
India and for vigorous implementation in¬ 
cluding countering evasion and avoidance of 
law and bringing areas newly irrigated by 
public investment under appropriate ceilings. 
States have also been requested to consider 
inclusion of major sons in the definition of 
family with effect from 24.1.1971 to deter¬ 
mine family holding ceiling limits, bringing 
lands with religious and charitable institu¬ 
tions in the purview of land ceiling and to 
consider further lowering of ceiling limits to 
get more land fur distribution to the land¬ 
less. They have also been requested to see 
that when surplus land is allotted, mutations 
are affected in land records, land is physically 
demarcated and possession given and that 
legal provisions are made and enforced to 
provide security to such assignees from 
eviction and for prompt restoration by 
evicting encroachers or unlawful possessors, 
especially in case of lands belonging to 
Schedule TVibes and Scheduled Castes. 
Further, lowering of ceilings suggested was 
5 ha for irrigated land with two crops, 7.5 ha 
irrigated land with one crop and 12 ha for 
other lands. 

Decision in respect of redefining ‘personal 
cultivation’ more strictly bringing all tenants 
and sharecroppers on record, withdrawal of 
unnecessary exemptions permitting tenancy 
or lessees and conferment of ownership 
rights on tenants and sharecroppers require 
popular mobilisation and ground swell of 
pressure from below. In regard to agricultural 
land ceiling laws, whil^it may not be possi¬ 
ble to remove provisions for holding land 
upto twice the ceiling limit by families with 
over 5 members and giving exemptions for 
plantations of tea, coffee, rubbo; cardamom 
and cocoa, it will require considerable 
pressure and political action to bring the 
major sons within the definitions of family 
from 24.1.1971, to remove provision for 
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now fragrance 
rn)oy Its rich luxurious 
lather 

New, evergreen Hamam 
I or the fresh and glowing 

HAMAM 
The family soap. 
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giving every co-parcener of a joint faiftSy 
under appbable personal hnr a lepante unit 
of ceiling with notional partition, to remove 
permission to hold land beyo^ normal 
ceiling limits by religious and charitable 
institutions or public trusts and endowments 
and to lower the ceilings to the level sug¬ 
gested. However, administrative and legal 
measures for vigorous implementation 
should be possible for expediting decisions 
in cases before courts, cunterii^ benami (in 
someone else's name) K^farzi (fradulent) 
transfers to defeat the ceiling law as well as 
misuse of exempuons and mis-classification 
of lands, for applying appropriate ceilings 
for lands newly irrigated by public invest¬ 
ment and for providing security to assignees 
of surplus land as well as help to dcwlop 
the land and other assets bas^ on land. 

As has already been mentioned, till today 
the area declared surplus is less than 2 per 
cent of the cultivated area. While the 
number of small and marginal holdings 
have, no doubt, increased between 1970-71 
and 1980-81 as a result of devolution as well 
as distribution of ceiling surplus land, the 
number of large holdings of 10 hectares and 
above is stili very large (2.4 per cent of the 
total number) and operate a large area (22.8 
per cent of the total area). Annexure I gives 
the position of percentage distribution state- 
wise from 1970-71 to 1980-81 of holdings 
below 2 ha and holdings of 10 ha and above 

Annexure 11 gives the present ceilings, 
average operational holding area in holdings 
of 10 ha and above and estimates of surplus 
based on certain assumptions on average 
ceiling limits in each state An estimate has 
also bwn made of possible surplus land, if 
the ceiling limit for unirrigated land were to 
be reduced to 12 ha for a family, after allow¬ 
ing exemptions for plantations and orchards. 
Even if the ceiling were to be I.S times or 
twice the normal ceiling for a family of more 
than five members (but including major sons 
in the family and not giving a separate unit 
of ceiling to a co-parcener of a joint family) 
the estimate of surplus land would be at least 
about 3 to 4 million hectares (i e, as much 
as declared surplus till now or a little more) 
which can be distributed to the landless. 
What is rather ominous is that in some states 
average size of holdings in the highest 
bracket has shown a tendency to increase. 

II 

Thus a lot remains to be done. It is time 
we took a close look at the various admini¬ 
strative steps and other supportive measures 
required for implementing land reforms. 

If the actual steps required in detecting 
ceiling surplus land were analysed schema¬ 
tically one would find that the following 
tasks are involved after the scrutiny of the 
legal declaration made by the land owners:' 
(i) identiHcation of families having and 
suspected to have lands above ceiling, 
(u) locating and identifying ail plots of land 
in the effective and real possession of every 
such family both according to record of 
rights (where they exist) or title deeds and 
in tracing of lands held clandestinely or in 
somebody else’s name (benami) real or 
imaginary through fictitious or collusive 
transactions, (iii) tnitiatii)g quasi-judicial 
process of vesting of ^1 surplus land in¬ 


cluding land kept through colluuvc transfers 
and benam by gathoing adequate evidence 
which should stand the scrutiny of review/ 
appeal at a l^her judicial level, (iv) taking 
over possession of vested land after com¬ 
pleting quasi-judicial and other admini¬ 
strative processes, (v) assigning such surplus 
land according to the legaliy/administrative 
prescribed priority among the landless or 
land poor peasantry, (vi) providing a 
nUnimal self-defence mechanism to prevent 
illegal physical eviction from the assigned 
land through violence by the erstwhile 
owners, and (vii) some provision for con¬ 
sumption and production credit to enable 
the new allottee to start cultivation without 
getting into the debt trap of the former 
patron with the eventual possibility of 
alienating the land. 

Similarly, for tenancy reform whether for 
ultimate conferment of ownership right or 
heritable occupancy right the steps would be: 
(i) identification of genuine tenants (either 
the genuine tenants would be browbeaten 
and evicted or made to surrender ‘volun¬ 
tarily* or fake tenants who are the henchmen 
of landowners would be set up; (ii) gather 
evidence of tenancies as ail or most such 
tenancies are oral; (iii) to provide for a 
mutual support system among the genuine 
tenants to overcome the genuine fear com¬ 
plex of retaliation of the landowners; 
(iv) initiation of legal process to establish 
tenancy right and to register name in the 
record of rights; (v) if the procedure involves 
buying of occupancy or ownership right 
financial arrangements for making such 
payment; (vi) meeting immediate need for 
consumption and production loan as credit 
of the landowner would be withdrawn; 
(vii) support system to prevent illegal and 
physical eviction from land by violence; and 
(vii) legal and physical support from being 
evicted from the homestead as most of the 
tenants in a number of areas live on the land¬ 
owner’s land as mere permissive possessors. 

Thus from the scheme of tasks involved 
both in the implementation of ceiling on 
surplus land and security of tenancy, it is 
evident that the best of bureaucracy unaided 
by the organisations of rural workm cannot 
achieve any significant success. Good 
evidence in respect of both the mgjor items 
of action can come from the sharecroppers, 
tenants and agricultural workers who work 
on the landowners’ land. It is they who can 
prove the fact of effective possession, enjoy¬ 
ment of usufruct of land, and the type of 
crops grown to establish both the identity 
of tenants and tenancy. They are basic 
materials upon which depend findings 
regarding ceiling surplus huid and actual 
tmancy. But no sharecropper or agricultural 
worker would dare come forward indi¬ 
vidually and separately to give evidence 
because of fear of immediate and severe 
retaliation. It is only when organisations of 
rural poor come forward to give such infor¬ 
mation collectively that the bureaucracy can 
function effectively. In the absence of such 
organisational support the implementing 
authorities even if they are not biased in 
favour of landowners, have to depend on 
evidence which the landowners would pro¬ 
duce and obviously the decisions in most 
cases would go in their favour. Where the 


implementing authorities did not seek or 
shunned the co-operation of organisation of 
rural poor the results are likely to be dismal. 
But given all the constraints wherever the 
bureaucracy sought and depended on the 
support of the rural poor the results have 
been encouraging. In West Bengal, both fof 
vesting of land above celling in 1967-70 and 
later on since 1978 for registration of 
sharecroppers to give them permanent 
occupancy and heritable right, the govern¬ 
ment which had a bias in favour of the poor 
allowed and sought direct participation of 
structured organisation of rural workers as 
well as informal groups of rural poor in 
detection of ceiling surplus land and identi¬ 
fication of sharecroppers As a result West 
Bengal contributed around 27 per cent of 
total land vested in India and about 60-70 
per cent of informal sharecroppers have been 
registered in record of rights enjoying 
security of teni're heritable right ot culti¬ 
vation and fair rent. Similarly, in the late 
sixties in the state of Kerala a massive 
programme of conferment of titles to lands 
of hutment dwellers and tenancy was under¬ 
taken with the help of rural workers’ 
organisations. The result was equally good. 
In a short time most ot the eligible hut¬ 
ment dwellers and tenants got their legal 
documents. 

However, desirable and necessary orga¬ 
nisation of rural workei« might be for 
furthering and protecting the interest of 
different segments ot rural poor, the fact 
remains that in most of the states these are 
rather weak and undeveloped. Their spread 
and growth had been uneven and shaky. A 
report of 1974 showed that the claimed 
membership of all the peasants and rural 
labour organisations was not more than S 
per cent of poor peasantry and agricultural 
labourers.^ There might be some change at 
present but one cannot expect a fundamental 
change in the intervening years. It is common 
knowledge that in India such organisations 
have strength in certain parts of the country 
and that there are vast tracts where organisa¬ 
tions do not exist even in rudimentary form. 
It is also well known that in some of the 
areas such organisations of rural masses are 
looked upon with grave suspicion and are 
thought as coterminus with incipient in¬ 
surgency movement in such an atmosphere 
of distrust of the state power it is difficult to 
form and operate such organisation. 

There are certain inherent difficulties 
regarding formation and development of 
genuine o^anisations of rural poor to 
espouse, promote and protect the interests 
of different sections of rural workers. The 
fact that these organisations have not 
developed to any signiHcant extent indicates 
that there are numerous factors—some of 
which are internal and others external— 
which inhibit their growth and spread. 
Among the factors external to the system are 
the coercive power of the propertied class, 
economic dependence of the poor, the 
inbuilt bias of the law and order machinery 
to maintain the status quo, lack of suppor¬ 
tive legislation and non-implementation of 
the existing laws enacted in their favour.’ 
Other factors hindering the development of 
such organisations come out of hetero¬ 
geneity of poverty itself. The poor are 
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differentiated and divided by such facton as 
‘ conflicting economic interests, caste and 
community differences, sex discrimination 
and other division .vhiLh tompe) (he poor 
to compete among themselves for limited 
opportunities and resources Precaiioiis 


economic existence of the vast masses of the 
ruraf poor makes them easy victims of 
manipulation by the landed class and not 
infrequently seeds of dissension are skilfully 
and deliberately planted among them to 
make the ptior fight the poor Disabilities 


of desututioa are so deverly ptagnd upon that 
poor tend to look upon their exploiters for 
support and debvetance rather thsm on their 
awn organisational strength through unity 
Lack of adequate legal support has a 
dampening effect on efforts to organise 


AnM \l Kl I AcKK I III KAI ( 1 NSI S OPbRAriONAL HOl DINGS DISTRIBUTION 


States Operational Holdings less Than 2 ha and Operated Operational Holdings over 10 ha and Operated 

Area as Per t cni^of lotal _ _Area as Per Cent of Toul_ 

1<J70 71 1976 77 19g0 81_ __^197^ 7J_ 1976 77 _19 80-81 



Number 

Arc 1 

Number 

Area 

Number 

Area 

Number 

Area 

Number 

Area 

Number 

Area 

Andhra Pradesh 

6S 5 

19 3 

66 9 

221 

72 7 

29 3 

43 

30 7 

34 

248 

21 

18 8 

Assam 

80 8 

40 6 

82 2 

42 6 

82 2 

42 7 

04 

15 1 

03 

14 0 

02 

14 2 

Bihar 

79 0 

29 7 

84 6 

37 7 

86 7 

416 

1 8 

206 

08 

13 2 

06 

10 5 

Oujarat 

42 9 

9 8 

44 I 

II 1 

45 9 

12 9 

96 

36 5 

72 

291 

59 

248 

Haryana 

46 3 

10 7 

49 5 

11 4 

51 4 

13 4 

81 

34 2 

7 2 

33 6 

64 

313 

Himachal Pradesh 

78 S 

33 5 

76 7 

33 6 

77 2 

35 3 

11 

171 

1 2 

12 8 

1 1 

12 7 

lammii and K ishmir 

88 6 

56 7 

86 7 

52 0 

87 2 

53 6 

01 

25 

02 

66 

02 

43 

Karnataka 

54 1 

156 

56 7 

17 2 

59 0 

19 4 

62 

317 

52 

28 7 

43 

24 5 

Kerala 

93 2 

56 7 

95 7 

62 3 

96 1 

63 6 

02 

12 6 

01 

89 

01 

72 

0 Madhya Pradesh 

48 6 

96 

50 7 

11 4 

51 9 

12 4 

93 

412 

75 

35 9 

68 

34 0 

1 Maharashtt i 

42 8 

88 

45 9 

II 2 

52 0 

15 8 

104 

40 0 

74 

31 1 

44 

216 

2 Manipur 

83 8 

62 9 

84 4 

62 6 

82 s 

59 4 

003 

04 

Ncg 

03 

Ncg 

02 

T Orissa 

76 2 

38 5 

75 7 

40 3 

73 ( 

37 9 

1 4 

12 5 

1 0 

92 

09 

74 

4 Punjab 

56 5 

150 

606 

|59 

38 6 

10 2 

50 

26 9 

41 

26 2 

72 

29 2 

S Rajasthan 

43 8 

72 

48 5 

8 5 

49 0 

96 

14 0 

57 1 

II 6 

52 2 

109 

49 6 

6 Sikkim 



59 5 

210 

68 7 

28 2 


— 

29 

20 9 

1 6 

13 1 

7 Dimil Nadu 

79 7 

37 6 

83 0 

41 9 

86 0 

47 1 

1 1 

13 0 

08 

10 4 

05 

8 7 

8 fVipura 

88 1 

53 7 

83 2 

41 2 

88 6 

59 

02 

87 

02 

82 

0 1 

64 

9 Uttar Piadcsh 

84 0 

41 9 

85 8 

45 4 

86 9 

48 3 

m 

99 

05 

74 

04 

62 

0 West Bengal 

82 3 

47 2 

87 1 

55 6 

89 3 

604 

00 8 

46 

004 

4 0 

0 02 

37 

Ail Inilin 

696 

209 

72 7 

21 ■) 

71 I 

26 1 

39 

109 

3 0 

26 2 

24 

228 


Aores (II Hcrceiiiage ol marginal (below I ha) and small (1 to 2 ha) holdings has increased between 1970 71 and 1980 81 in all states escepl 
Himachal Hiadesh, Jammu and Kashmir, Manipur Oriisa and Punjab 
(2) l*crctntige ot large holdings (10 ha and above) has incieased in the states of Jammu and kashmir and Funjab 
(t) liiloimation is given above lur only those states widi land ceiling legislation 

(4) In regard to the change in the avciage si/e ol opciationil holdings in different size classes between 1970 ’’1 and 1980 81 (for Sikkim 
beiwicn 1976 77and 1980 81 the position is as follows 


Si/e Class 

Convtmt 

Marginal Decrease 
(less than 10 
per cent) 

Large Decrease 
(over 10 per 
cent) 

Marginal Increase 
(less than 10 
per cent) 

Laige Increase 
(over 10 per cent) 

MaigiiiTl (below 1 li i) 

UP 

Assam Bihar 
Karnataka Orissa 
Rajasthan Sikkim 
Tkmil Nadu 
y/est Bengal 

Kerala 

AP, Oujarat 
Haryana, HP 
Jammu and 
Kashmir, MP 
Maharashtra 
Manipur 

Punjab Tripura 

Smill (1 lo 2 hi) 

(jiijarat Himachal 
Pi iilcsh Rajasthan, 
1 P 

Bihar lammu and 
Kashmir MP 
Maharashtra, 

Punjab Sikkim, TN 

Orissa 

AP, Assam, 
Karnataka, Kerala, 
Ihpura, WB 

Haryana Manipur 

Scini medium (2 to 4 ha) 

Karnataka 

AP Assam Bihar 
Oujarat HP 

J and K Kerala, 

MP M iharashtra, 
Punjab Rajasthan 
Sikkim TN UP 

Orissa 

Haryana, Manipur 
Tripura WB 


Midiiini (4 to 10 h i) 

1 and K 

AP Assam Bihar, 
Ciujarat Karnataka 
Kerala MP 
Maharashtra 

Onssa Punjab 
Rajasthan Sikkim, 
IN UP 


Haryana HP 
TVipura, WB 

Manipur 

1 aigi (civet 10 ha) 

1 and K 

AP Bihar 

Cjujarat 

Karnataka MP 
Punjab, 

Rajasthan UP 

HP, Kerala, 
Maharashtra, 
Orissa, Sikkim 

Haryana, TN 

Assam, J and K, 
Manipur, Thpuia, 
West Bengal 


Ap54 





AraiEXi/Ul! Present Ceilings IntensityinLamHoldingsof 10 HEauESANo Above EmTESOFSoRpasUND AnuAiDECi^oSiRPUJsUNDANDEsnMATEsoFSuitmiSONlM 

Holdings Pattern wmi Present Ceuincs and a Ceiling of 12 Hecaires 










Thousand Hectares 




Present Ceilmg (ha) 

Average of OperaDonal Holding 

Estimated Surplus 


Dedared Surplus 


Estimated Surplus on 


Irrigated 

Non-imgated 

Atk (ha) in Large Holdings of 

1970 71 

1976-77 

Pre 

Revised 

Total 

1980-81 Holdup Data 

State 




10 ha and above 



revised 

Laws 


With 

With 




1970-71 

\mri 

1980-81 



Laws 



Present 

Ceiling of 












Colinp 

12 ha 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(1) Andhra Pradesh 

405-1093 

1416-2185 

1787 

1706 

1649 

1149 

620 

10 

410 

420 

357 

707 

0 Assam 

674 

674 

5731 

5528 

77 60 

383 

380 

46 

237 

283 

197 

197 

(3) Bihar 

607-1012 

1214-1821 

1747 

1762 

1711 

720 

457 

4 

123 

127 

320 

330 

(4) Oujatat 

405-1093 

8 09-2185 

1556 

1509 

1460 

611 

414 

19 

74 

93 

234 

397 

(3) Haryana 

7JJ-109 

218 

1587 

1664 

1720 

101 

154 

51 

13 

64 

126 

289 

(Q Himachal Pradesh 

405-607 

1214-28 33 

2367 

2071 

1806 

51 

35 

- 

115 

115 

11 

40 

(7) Jammu and Kasbir 

361-506 

595 920 

1917 

2740 

24 67 

1< 

15 

182 

3 

185 

25 

25 

(8) Karnataka 

405 1214 

2185 

1643 

1635 

1569 

’03 

(iV 

- 

121 

121 

387 

562 

(9) Kerala 

486-607 

4 86-6 07 

4704 

3722 

3514 

180 

133 

- 

49 

49 

- 

- 

(1(Q Madhya Pradesh 

7i8-1093 

2185 

1774 

1709 

1715 

1558 

1148 

30 

92 

122 

804 

1922 

(11) Maha^tra 

72814 57 

2185 

1647 

1540 

1456 

979 

353 

126 

158 

284 

- 

640 

(12) Mampur 

5 

6 

1718 

- 

- 

- 

- 

- 

Neg 

Neg 

- 

- 

(13) Onssa 

405-607 

1214-1821 

1637 

1464 

1378 

260 

123 

- 

67 

67 

72 

50 

(14) Punjab 

711 

205 

1550 

1762 

1535 

75 

198 

48 

11 

59 

28 

205 

(IS) Rajasthan 

7 281093 

2185-70 82 

22 31 

20 95 

2018 

4031 

3225 

141 

97 

238 

2745 

4004 

(16) Sikkim 

506-2023 

5 06-20 23 

- 

1844 

1589 

- 

5 

- 

- 

- 

3 

4 

P1111111 Nadu 

486 

24 28 

16'94 

1730 

1798 

644 

522 

28 

38 

66 

392 

165 

(18) Thpura 

4-12 

4-12 

35 53 

4182 

50 26 

- 

- 

- 

Neg 

Neg 

- 

- 

(19) Uttar Pradesh 

730 

10 95 1825 

1608 

1543 

1541 

371 

227 

80 

123 

204 

171 

226 

(20) West Bengal 

5 

7 

6420 

10916 

14536* 

214 

198 

404 

75 

479 

86 

83 

All India 



1810 

1738 

17i4 

mos 

8184 

U70 

1806 

2976 

S9S8 

98(6 


Sotty (I) Coiuinn 4 to 8 an based on aptiituial census data Columns 7 and 8 are based on an assumption on average ceibngs 

(2) Columns 12 and 13 are based on agncultund census data Column 12 is based on an assumption on average ceilings ColumnsS and 13 are based on ceiling of 12 ha (or low where 
the sute has a low ceiling) but make allowances for area under planiauons and orchards (totaibng to about 13 2 lakh hectares) but no other concession 

(3) Intensiiy in large holdings of 10 ha and above (that is average holding area m such holdings) has increased m 80-81 over 70 71 in 'he smtes of Avsam, Haryana, Jammu and Kashmii; 
Tamil Nadu, Tnpura and West Bengal 

* Figure* include planlauon holdings The mcrease in the average size may be due to amalgamation or merger of corporate planiation holdings 
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Even in countiics with old trade union 
history, trade union taws have noi been 
suitably modified to cover organisation of 
rural workers National Legislation relating 
to the trade union rights of workers is olttn 
silent on these rights as they apply to self 
employed rural workers, the sharecroppers, 
tenants, and maiginal tarmers In some cases 
an examination ol the labour legislation 
reveals that it applies to wage earners only, 
and therefore, unless (as is infrequently the 
case) the rights of association ot sell 
employed rural workers are covered by 
separate legislation, sell employed rural 
workers are precluded from organisation ^ 
ILO Convention 141 deiined rural workers 
to include this category to lacilitate amend 
ments to national legislation Absence ot a 
protective legal cover exposes the organisers 
and members to civil action and charge ot 
criminal conspiracy A concerted move to 
withhold delivery of produce in excess of the 
legal dues or to cultivate land when illegally 
prevented by landowners or to occupy vested 
land ate often treated as breach of peace and 
are dealt with accordingly under ordinary 
criminal laws ot the country 

The atntude and behaviour ot the bureau 
cracy as contra distinguished from the 
political government base a serious impact 
on the growth of such organisations India 
has inherited as a legacy of British colonial 
rule a very strung and well developed 
burcauciacy We have retained the basic 
structure of administration even alter tnde 
pendeiKc lo maintain ‘Pax Britanntca’ the 
bureaucracy developed the tradition ot mam 
taming older with or without law I he 
tradition continues, not withstanding 
changes that have taken place meanwhile It 
IS well known that significant segments ot 
bureaucracy have a class bias as they have 
direct linkage with the rural elite Though 
undesiraole, it is understandable, that such 
a bureaucracy would have an additional 
block against any radical land reform But 
even where the bulk of the bureaucracy 
comes from the urban middle class with no 
land-linkage, it behaves the same way A 
bureaucracy imbibes the dominant ethos of 
the state In the market economies where the 
propertied classes had been controlling the 
state apparatus, it was natural that the basic 
laws, administrative and judicial traditions 
would be heavily weight^ in favour of the 
existing social order In such a situation the 
bureaucracy would develop a bias against 
any movement oi concerted action or even 
against an isolated law which aims at the 
alternation ot the existing social arrange 
ments Any organisational effort demanding 
change ot the existing system is looked upon 
as a threat to the established order and 
retaliatory action is set m motion almost 
automatically That apart, a strong bureau¬ 
cracy considers itself as the custodian of 
public interest as perceived by itself It, 
therefore, abhors or at least resents associa¬ 
tion of organisations ot rural poor as inter 
flerence m the legitimate discharge ot these 
basic functio is 

The anti-rural poor attitude which arises 


from the class linkages would be difflcult lo 
counter but when it comes out of the long 
standing administrative tradition it might be 
cured to some extent provided there is some 
pressuie from the top with a deliberate policv 
to reorient it Faced with the same problem 
while launching Hit Operation Barga’ the 
\Vcst Bengal govcinmcnt started a senes of 
reorientation tamps whee tO to 40 agri 
cultural workers and sharecroppers and a 
dozen and a halt officers of land reform and 
othei related departments were made to stay 
together, eat together and discuss together 
in the same premises in distant rural areas 
I he main purpose ot these camps was to 
make the pour think about their basic 
pioblems ol poverty and to come out with 
their own perception about its caust and 
possible solution I he officers were given the 
role ol observers or scribes as most ol the 
participants Iron the non oflicial groups 
were illitciate I he c camps had a solutoiy 
effect on the mind and attitude ol otiicial 
participants “then smugness, ariogance, 
superciliousness get a terrible jolt and ihcv 
think afresh ot thetr own role as change 
agents ” But in the entire arena it was a 
unique c\ implc ol a government attempting 
to change the attitude ol its burcauciacy by 
exposing them to the controlled wrath ol the 
rural poor f vcrywiitic else, the bureaucracy 
rules the toast 

I he burden ol ciiishing poverty iiself acts 
as a dcterient lo the growth ol oiganisation 
Povertv leading lo utter dependency breeds 
a strange state ol ta'alism and the pcsor tend 
to think and arc made to think that men aie 
oorn unequal and thete is no way out of the 
poverty trap It is better to accept the siiua 
tion without murmui and trv to get the best 
through the munificence ol the patron The 
illusory security ot bondage appeals to be 
preferable to the uncertainty and tioubic 
associated with any organisational el fort to 
change the situation They neither have the 
financial suppoit to build an organisation 
nor the staying power to withstand the 
economic blacklash from the landowners 
They get submerged in what Paulo Freire 
described as the "culture of silence of the 
dispossessed" 

Rural workers are not a homogeneous 
category—but consists of different groups 
like marginal owner cultivators, tenant 
farmers, sharecroppers, landless agricultural 
workers, off farm wage workers and the like, 
with diverse and often with conflicting 
interests Hence, the problem arises whether 
there should be common orgamsation for all 
or separate organisation for each sub-group 
Thu IS a matter which has to be solved by the 
rural workers themselves But it may be 
pointed out that too many fragmented orga¬ 
nisations would reduce the bargaining power 
ol each and in the totality each may tend 
to lose Further, the contradictions among 
the sub groups not being of antagonistic in 
nature, these could be resolved in a partici¬ 
patory organisation through mutual discus 
Sion and occasional accommodation on 
tactical and strategic consideration 

Another point to consider u that because 
of special disadvantages of rural workers. 


external agency's rote as catalytic assumes 
great impoitance Lack of finance, lack of 
organisational skill, lack of staying power, 
lack of cadre ail tend to indicate that extern^ 
support at the initial stages of formation and 
growth of indigenous orgamsation of rural 
poor might be a critical factor Whether such 
eternal support would be forthcoming and 
even it they were available how tar they 
would act as authentic catalytic agents 
without creating a new dependency relation¬ 
ship IS a matter on which nothing much 
could be said in terms of generality Each 
situation would reveal its own contradiction 
and ptoduce its solution 

I he Oovernmet of India recognised the 
need for the beneficiaries of anti-poverty 
programmes to organise to derive the maxi¬ 
mum benefit from the variety of schemes 
It was felt that the active involvement of the 
beneliciaiics was necessary to ensure that 
benefit reaches them Hence, it launched a 
scheme recently called “Organisation of 
Benefkiancs of Anti-Poverty Programmes” 

I he scheme proposes to sharpen the aware¬ 
ness and rc'sponse of the rural poor through 
awareness generation camps These camps 
would be oiganiscd with the assistance of 
voluntary agencies, Nehru Vuvak Kendra 
and National Service Camps The scheme 
IS not peculiar to the bcncficidnes ot land 
rcloim But to the extent the scheme 
succeeds It would help in increasing the 
bargaining power of the poor and to that 
cxient II would help in eltcciive miplementa 
lion ol land reform and other piogrammcs 

III 

I he lask Force on Agraiian Relations set 
up b> the Planning C ommission ot India 
while reviewing the lailuic ol land reform 
laws in the eaily seventies observed “With 
resolute and unambiguous political will all 
other shortcomings and diificultics could have 
been overcome, in the absence ol such a will 
even minor oostacles become formidable 
road blocks in the path of Indian Land 
Relorms” That was in the summer ol 1973 
The statement remains substantially valid 
in the spring ol 1986 

Notes 

(Views expressed in this paper are those of the 
author The author is indebted to O Aswatha- 
narayan tor all the statistical Ihbles) 
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From Prosperity to Retrogression 

Indian Cultivators during the 1970s 

DalJp $ Swamy 
Ashok Gulati 

The net income of the Indian farmer has been continuously fallmg-smce 1971 This is primarily accounted for 
by advert price movements There has been an erosion of price margin over cost Paradoxu ally the faster growing 
non-agncultural sector is able to sustain a higher rate of price increase year cfter year This deterioration in the 
inter-sectoral terms of trade has resulted in the immuniseratton of farmers in India 

THERE IS a widely shared view that Indian cultivated area has grown slowly, at 0 04 per wholesale price index 1970-71 = 100 
cultivators are appropriating the benefits of cent per year It appears that despite farmers’ adjusted for the holding sue to arrive at net 
productivity increasing modern technology efforts to bring additiontd area under income per hectare at constant prices These 
in agriculture without sharing the tax burden cultivation, the area lengtheiung possibilities estimates from 1970 71 to 1980-81, covering 
of the country This conclusion is based on have been constrained by the growth of three food crops (wheat, paddy and jowar) 
two almost incontrovertible facts (a) pro- urbanisation Cropping intensity has grown and one cash crop (groundnut) in twelve dif- 
ductivity per hectare in agriculture has in all states except in Assam The cropping fereni states are presented in Thbles 2, 4, 5 

increased and (b) the government has fre intensity at all India level has gone up from and 6 

quently raised the procurement prices during 1178 in 1970 71 to 1 214 m 1980-81, the com Wheat is the prinapal (dominant) crop in 
the 1970s The combined effect of these two pound annual growth rate being 0 46 per Haryana, Punjab and Uttar Pradesh, where 
factors should be the increase in cultivators’ cent The growth rates of land productivity it covers 26 8 per cent, 41 3 per cent and 30 4 

incomes which, according to our tax laws, are also positive in all states, the all India per cent respectively of net area sown 

are generally exempt from income tax In growth rate being 1 31 per cent per year Thble 2 presents the net income at constant 
addition, the government has granted size These trends clearly suggest that farmers prices per hectare and per holding from 
able subsidies on farm inputs, sshich have are putting in efforts to augment their scarce wheat cultivation from 1970 71 to 1980 81 
varied from Rs 66 crore in 1970-71 to Rs 1312 resource, viz, crop acreage, as well as pro Ignoring for the moment the hazards of 

crore in 1980 81 ' The availability of mstitu ductivity The real income effect of such point-to point comparison in a time senes 

tional credit at concessional interest rates increased effort should normally be reflected analysis, the net income in Haryana has 
should also augment the incomes from in the corresponding growth in farm declined from Rs611 in 1970 71 to Rs (-) 46 

cultivation Accordingly, one tends to believe incomes in 1978 79, the latest year for which cost 

that the government intervention in agri I he estimates of farm incomes and costs C data are available' In Punjab the net 
culture through procurepient policies, sub (per holding) are available from the Direc income has declined from Rs 426 to Rs 54 

sidisation of farm inputs and supply of torate of Economics and Statistics (DES), and in Uttar Pradesh from Rs 504 to Rs 126 
cheap credit has contributed to the pros Ministry of Agriculture under the Com over the period 1971 72 to 1980 81 

perity of a class that does not even in prehensivi; Scheme for Studying the Cost of In order to provide a conscise and com- 
principle share the buiden of national Cultivation of Principal Crops The DES parative picture, a linear trend is fitted to the 
obligations A careful examination of collects information on main and by net income per hectare from principal crops 


economic conditions of cultivators and their 
farm incomes during the 1970s reveals, on 
the contrary, that the (net) incomes per 
hectare (or per holding) from cultivation 
have generally declined 

Section 1 provides the factual analysis of 
economic retrogression (decline in net m 
comes) of Indian cultivators and Section 11 
suggests a plausible explanation of the 
negative trend ot fann mcomes In Section 111 

products and about seventeen items of cost at 1970 71 prices in each case In symbols, 
in dilferent states The net income trom ay a + bt, where y is the net income and 
principal crop (which has the highest percen t is time at annual iniirvals 1 he trend co 
tage of net area sown) in each state is denved einciem b provides a single indicator of the 
by subtracting (Comprehensive) Cost C from behaviour of net income per hectare in each 
gross income ^ It is then deflated by the state for the 1970s 

r\Bi' 1 tOMi in Ni) Annum Cirowih Rmi s or Ari n twiiriM Iniinsiis snoYihds 

(A/ lenf fH>r veai) 

the economic position of the Indian Culti 
vator (of wheat) is appraised in the context 

States 

Total Area under ( ropping lnten«.itv 
C ultivdhoi) 

Yield Per Hcclaie 
(of Piiniipil C rap) 

of international pnees And Section IV sum 

1 

2 

3 

4 

manses the main findings 






Andhra Pradesh 

( 1 > 0 St 

(f ) 0 27 

(4)4 34 

I 

Assam 

(4 ) 0 79 

( )0 17 

(4 ) 2 84 

Bihar 

( )0 42 

(1)0 60 

( I ) I 73 

The prosperity of cultivators is related to 

Ciujarat 

( 4 ) 010 

( f) 019 

( 4)10 78 

four factors increases in area under cultiva¬ 

Harvana 

(1)033 

( 1 ) 0 b6 

( I) 1 34 

tion, cropping intensity, yield per hectare and 

Madhya Pradesh 

(4 ) 034 

( t ) 0 26 

( 4 1 ■' 19 

prices of agricultural produce relative to 

Maharashiia 

( )043 

( * ) 0 39 

(4)7S4 ; 

those of non-agncultural output Expansion 

Onssa 

( ) 1 97 

(t) 1 33 

( 4 ) 0 44 

of cultivated area and increases of cropping 

Punjab 

( )021 

( 1 ) 1 42 

(I) 117 

intensity are land-augmenting in character 

Tamil Nadu 

( fOOO 

(4) 019 

(4 ) 4 M 

while improvements in yields add to agn 

Uttar Pradesh 

( )0t0 

(1 ) 0 28 

( 4 ) 1 21 

cultural incomes Both these components 

West Bengal 

(l■)0 93 

(4) I 08 

( 4 ) 1 21 

have in fact changed in favour of farmers 
duniig the 1970s 'foble 1 provides the state 

All India 

( 4 ) 004 

( 4) 047 



wise estimates of annual compound growth Soune Aiea under cultivation are taken from ihe '( ensus ol Agiicultuie lor 1970 71 and 
rates of cultivated area, cropping intmisity “Agricultural Situation in India’ August 1985 for 1980 81 cropping micnsiiy arc derived 

and yields per hectare for the period 1970-71 from “Indian Agriculture Statistics” and yield per hectare from the cost ind income 

to 19B0-8I The growth rates of the cultivated data estimated by the Directorate of Economics and Statistics and aponed in ‘Indian 

area are positive in six stares and negative Agriculture m BrieP’ (I9ih edition) and various Repoits of Agricultural Price 

mother SIX For the country as a whole the Commission 

SeueenMe wd Pahitaa Waddy Vd XXI, Not 23 and 26 
V Rarfor Affinilnirc, liiac 21^ tM6 
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ECONOMIC AND POLITICAL 


The trend of net income per hectare at 
1970'71 prices in Haryana u (~) 96 and 
statistically significant at five per cent level 
It suggests that an average whiuit cultivator 
in Haryana, who starts with a net uuomc 
of Rs oil per hectare in t970>71 Is losing 
Rs 96 per hectare per year His net income 
becomes negative (-) Rs 109 by 1976-77, in 
SIX years The trend of net income in Utur 
Pradesh is (-) 44 and is statistically signi 
fkant at 10 per cent level It implies that the 
net income of an average wheat producer is 
shnnking at the rate of about Rs 44 per 
hectare per annum so that his income 
declines f^rom Rs S04 in 1971-72 to Rs 78 in 
1979-80 Although the trends of net income 
from wheat cultivation in Madhya Pradesh 
and Puniab are not statistically significant, yet 
they are indiiative of downward erosion in 
the net income per hectare 
Another meaningful coniept is net in¬ 
come per holding of the cultivator This is 
the product of net income per hectare and 
average sue of holding Since crop specific 
state-wise average sire of holding is not 
available, we have taken the average size of 
holding for all crops in each state It should 
be noted that this assumption does not imply 
a uniform cropping pattern for all opera 
tional holdings, big and small It implies that 
fanners in different si/e classes allocate tbar 
area to principal crop in such a manner that 
the proportion of area under principal crop 
by each class of farmers is equal to the ratio 
of their numerical strength to the aggregate 
number of holdings In reality, however, all 
classes of farmers allocate larger proportions 
of their acreage to the principal crop than 
that warranted by the above condition and, 
interestingly enough, the bigger farmers 
reveal a relatively greater preference for the 
principal crop than the smaller farmers 
Consequently the average holding size of the 
principal crop would be generally larger than 


the average holding size for all crops In 
other words, oui proxy for the average 
holding for the principal crop would 
underestimate the t et income per holding 
from the principal ciop 
The average annual change in net income 
at 1970 71 prices per holding for different 
states IS given in Tkble 3 (row 4) For 
example, the average size of holding in 
Haryana was 3 7 hectares in 1970-71 (3 52 
hectares in 1980 81) Hence the annual loss 
of an average cultivator works out to be 
Rs 353 (99 52 x 3 7) at 1970 71 prices 
Similarly, in Madhya Pradesh the annua) 
loss per holding is estimated at Rs 35, in 
Punjab Rs 96 and I Ittar Pradesh Rs 51 Since 
the average size ot holding has declined over 
time due to pressure of population one 
should estimate the net income per holding 
every year and then lit a linear trend These 
trends are close to the estimates obtained 
above The trends «i erosion of incomes per 
holding are Rs 357 Rs 50, Rs 86 and Rs 51 
for Haryana, Madhya Pradesh, Punjab and 
Uttar Pradesh respectively (Tkble 2) 


It IS also possible to estbnate the amitial 
loss of wheat cultivators as a group by 
multiplying the average annual loss with the 
area under wheat m each state. In this way, 
the aggregate loss of wheat ruluviton m 
Haryana is estimated at Rs 141 million, m 
Madhya Pradesh Rs 29 million, in Punjab 
Rs 93 million and in Uttar Pradesh Rs 350 
million per year at 1970-71 pnces Thus, the 
total annual loss of wheat cultivators in all 
the four wheat growing states turn out to be 
Rs 613 milhon at 1970-71 prices, which will 
amount to a loss of Rs 2,274 milhcm per year 
at March 1986 prices 
Paddy is the top ranking crop of Andhra 
Pradesh, Assam, Bihar, Orissa, Thmil Nadu 
and West Bengal In four of these states, 
namely, Andhra Pradesh, Bihar, Onssa and 
West Bengal, the net income per hectare 
from paddy has conspicuously d«dined over 
the decade Taking the earliest and the latest 
years of the decade for which the cost and 
income daU are avadabie, the net mcome per 
hectare has declined m Andhra Pradesh 
from Rs 256 to Rs 94 (with occasional dips 


TcBir 3 Annial Inc imi- 1 kosionoi Whiai Cuuivaidrs di ring nir 1970s 


1 Average ,1011 ual loss it 1970 71 

Harsani 

Madhya 

Pradesh 

Punjab 

Ultar 

Pradesh 

prices (Rs) 

2 Average si/e ot holding in 1970 71 

95 S2 

8 7S 

33 04 

43 73 

(hectares) 

3 Area under wheat (Ihousand 
hectares) 

37 

40 

29 

1 16 

0 1970 71 

1074 

3357 

2263 

6215 

II) 1980 81 

4 Annual loss per holding at 1970 71 

1476 

3262 

2827 

8009 

prices (Row 1 x Row 2) (Rs) 

5 Annual loss ot all wheat 
cultivators at 1970 71 prices 

3^3 42 

3S0 

95 82 

50 73 

(Rs million) (Row 1 x Raw 3 11 ) 

140 99 

28 54 

93 40 

350 23 


lAiiira Will AT ( i mvATioN NfiIniomi m 1970 71 I'rkfs 


Veais 


Pei lUciare 



_Per Holding 



Maiy ma 

Madhva 

Punjab 

1 iidi Pradesh 

Hai vana 

Madhya 

Punjab 

Uuar Piadcsli 



Pradesh 




Pradesh 



1970 71 

611 

299 

328 

NA 

2302 

1196 

948 

NA 

1971 72 

5S1 

19’ 

426 

504 

2067 

772 

1218 

574 

1972 73 

N\ 

249 

167 

248 

NA 

958 

475 

278 

1973 74 

601 

291 

589 

612 

2206 

1100 

1655 

673 

1974 75 

rs 

287 

430 

NA 

1739 

1064 

1199 

NA 

1975 ’6 

331 

SI 

59 

no 

1196 

302 

162 

117 

1976 77 

( >109 

N\ 

124 

NA 

( )39l 

NA 

341 

NA 

1977 78 

27 

25 s 

72 

NA 

96 

900 

212 

NA 

1978 79 

( )46 

NA 

193 

149 

( )162 

NA 

621 

145 

1979 80 

N\ 

NA 

175 

78 

NA 

NA 

612 

80 

1980 81 

N\ 

NA 

51 

126 

NA 

NA 

206 

127 

Trend 

( 196** 

( )9 

( )33 

( )44* 

( )357** 

( )50 

( )86 

( )5I* 

Fercentagi of arci 









under wheat to 









net area sow n 









in 1980 81 

26 8 

17 3 

413 

304 






Notes Ncl Income at 1970 71 prices is calculated by deflaiing ihe income at current prices by the wholesale price index 
•• Signiheant at i per cent level 
• Significant at 10 per cent leve' 

SouKtr 1 "Indian Agriculture in BrieP (Various Issues) 

2 "Reports of Agricultuial Prices Commission on Wheat Price Policy" (Various Issues) 
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in the negative range dunng 1977-78 and 
1978-79), in Kbar iiiw Rs 473 to (-) Rs 2, 
m Orissa from Rs 230 to Ra 176. and in Wfest 
Bengal from Rs 402 to R$ 80. The trend is 
negative in all nee producing sutes except 
in Dunil Nadu The highest negative trend 
IS in Bihar, followed by V^t Bengal and 
Andhra Pradesh Using the trend estimate 
of per hectare loss and the area under paddy 
cultivation, the annual loss of paddy culti¬ 
vators in Bihar turns out to be the highest 
(Rs 392 million) followed by West Bengal 
(Rs 243 million) The aggregate loss of 
paddy cultivators tn the six paddy cultivating 
states IS esumated at Rs 883 million per year 
dt 1970-71 prices, which would be Rs 3,186 
million at March 1986 prices 

Similarly, the trend of net income per 
holding IS negative in all states except Thmil 
Nadu In Bihar and Andhra Pradesh the 
average paddy cultivators lose Rs 96 per year 
on ther holdings 

The coarse cereal Oowar) constitutes 


theprinapal crop in Maharashtta and 
Karnataka. The cost and income informa¬ 
tion for Karnataka, however, is mailable for 
only four years which siww a decline of net 
income from Rs 263 in 1971-72 to Rs 133 in 
1973-76, a decline of 30 per cent in four 
years Bor Maharashtra, the cost and income 
data are available for a sbghtly longer 
penod, v«, from 1971-72 to 1978-79 There 
also the pet income per hectare registers a 
dechne from Rs 147 to Rs 120, the negative 
trend IS, however, statisucaily not signiHcant 
Cost and income data for some cash crops 
are also available, for example, for cotton 
in Andhra Pradesh, Gujarat, Karnataka, 
Maharashtra, Punjab and Ihmil Nadu, jute 
in Assam, Bihar, Orissa and West Bengal, 
sugar cane in Andhra, Maharashtra, Punjab, 
Ihmil Nadu and Uttar Pradesh and ground¬ 
nut in Gujarat, Karnataka, Orissa and Thmil 
Nadu it should be noted, however, that it 
IS only in Gujarat that groundnut constitutes 
the principal crop, where the net income per 


hectare has fallen ftom Rs 746 in 1972-73 
to Rs 182 in 1979-80 The negative trend u 
statistically not significant. The net income 
from jute cultivaaon has also conspicuously 
declined during the decade while that from 
cotton and sugarcane fluctuated erratic^y 
indicating marginal improvements in some 
states 

Thus, the net incomes per hectare flom 
foodgrain cultivation have noticeably 
declined m almost all states, while in the case 
of cash crops net incomes have improved in 
some states and deteriorated in others The 
trends of net income per hectare at 1970-71 
prices are negative for all food crops in all 
states except for paddy in Thmil Nadu Out 
of the twelve trends, seven are statistically 
significant Among wheat producing states 
'he highest trend is in Haryana (-96) 
followed by Uttar Pradesh ( 44) In paddy 
cultivating states the paddy cultivators of 
Bihar aie losing the most, at the rate of 
Rs 72 per hectare per year It is also in¬ 
teresting to note that during the 1970s the 
wheat cultivator has apparently suffered 
mote than the paddy cultivator 

The temporal and regional behaviours of 
net income per holding ate the same as those 
of net income per hectare However, the 
changes in income pei holding indicate 
wider fluctuations around stronger down 
ward trends in almost ail states This is 
obvious because the average holding sizes 
have declined in almost all states due to the 
growing pressure ot population Punjab, 
however, is an exception where the pro¬ 
portion of small holdings has declined, 
which are probably purchased by big farmers 
resulting in a higher si/e of holding in 
1980 81 than m 1970 71 The trends of net 
incomes per holding show that cultivators 
in all states and all crops arc losing except 
the paddy growers in Ihmil Nadu, in which 
case the trend is statistically not different 
from zero 

The losses estimated above are by no 
means marginal because .i continuous rro 
Sion of cultivator's profit margins, ovei a 
decade, almost wipes out whatever profit 
margins they enjoyed in 1971 72 as a result 
of productivity improvemciiis and the imple 
mentation ot the so called pro faimer 
policies In 1971 72 the cultivators oi prin 
cipal crops enjoved good but not the peak 
net incomes m all states Fvtn if we consider 
the 1971 72 income levels as the best slan 
dards lor cultivatois in dilfereni states and 
cumulate the annual difference between the 
net incomes in 1971 72 and net incomes in 
subsequent yeais wc arrive at a umulative 
shortfall of incomes per holding over the 
entire period Such cumulamc losses lor 
different states are presented in Ihble 7, 
column 3 T he highest loss during the period 
IS suffered by groundnut cultivators of 
Gujarat (Rs 14,000 per holding) followed by 
wheat growers in Haryana (Rs 9,360) The 
average loss per holding with respect to all 
states is estimated at Rs 3,406 for the entire 
period 

So far we have considered the economic 
position of cultivators of principal crops 


TsBI h 4 PaODY tl IMVAIION NFT iNtOMF Pl-R HtCTARI Al 1970 71 PRICIS 


(m /fi) 


Vcir 

Andhra 

Assam 

Bihar 

Orissa 

Thmil Nadu 

West 


Pradesh 





Bengal 

1970 *1 

NA 

NA 

NA 

NA 

NA 

NA 

1971 72 

255 80 

99 41 

NA 

25005 

164 90 

401 81 

1972 73 

234 22 

272 41 

472 97 

253 34 

( )8S83 

468 12 

1973 74 

404 33 

26917 

508 03 

22094 

317 54 

485 64 

1974 7S 

i28 27 

196 09 

327 15 

280 78 

817 75 

250 81 

1975 -f> 

17 SO 

232 96 

NA 

80 76 

683 28 

107 61 

1976 77 

137 77 

216 89 

178 05 

150 50 

187 30 

291 8^ 

1977 78 

( )34 36 

190 66 

190 54 

135 08 

250 35 

267 07 

1978 79 

( )n5 47 

215 44 

NA 

10510 

295 74 

80 33 

1979 80 

56 97 

99 35 

( )2 45 

157 82 

312 36 

NA 

1980 81 

93 73 

230 75 

NA 

175 82 

NA 

NA 

Trend (b) 

Area under paddy 

( )37 98** 

( )2 00 

( )71 54** ( 

)I3 85* 

22 82 ( 

)47 38* 

in 1980 81 
(000 hectaics) 

3607 

2275 

5490 

4199 

2112 

517o 

Annual loss of 







paddy cultivators 
at 1970 71 prices 
(Rs million) 

137 

5 

392 

58 

48 

245 

Sourte Same as m Tabic 2 






lABIb5 PaUDV CULriSAHON Nl r iNCOSft Pl-R HOIDINI Al 

1970 71 Prki 

s 

Teat 

Andhra 

Assam 

Bihar 

Orissa 

Tamil Nadu 

West 


Pradesh 





Bengal 

1971 72 

634 38 

144 14 

NA 

459 59 

232 51 

466 90 

1972 73 

573 84 

389 55 

643 24 

4<2 97 

( )118 44 

526 63 

1973 74 

978 48 

382 22 

655 36 

384 21 

425 SO 

529 35 

1974 75 

784 56 

274 53 

399 12 

474 80 

1071 25 

264 60 

1975 75 

42 19 

321 48 

NA 

132 85 

874 60 

109 98 

1975 77 

322 38 

29714 

197 63 

240 80 

234 12 

288 91 

1977 78 

(-) 75 93 

261 20 

205 78 

214 78 

297 92 

261 73 

1978 79 

( )24I33 

293 00 

NA 

167 II 

334 19 

77 12 

1979 80 

112 80 

135 12 

( ) 250 

250 93 

334 22 

NA 

1980-81 

175 27 

313 82 

NA 

279 06 

NA 

NA 

Dend (b) 

Percentage of area 

(-) 95 51* { 

-) 4 63 

(-)97 32**( 

) 2907 

1121 ( 

) 58 68* 

under paddy to 
net area sown 
m 1980-81 

30 3 

67 7 

490 

52 8 

35 9 

60S 


Sourer Same as iti Ihble 2‘ 



Is your money 






Switch to Jai Kisaan Samrat— 
every bit is absorbed by the plant 



Jai Kisaan Samrat has the entire 
Nitrogen content in Ammoniacal form, 
which IS why every bit of the fertiliser 
gets absorbed by the plant, and no 
wastage takes place Its 18% Nitrogen 
and 46% Phosphate content 
strengthens roots and accelerates 
plant growth. 

Jai Kisaan is ideal for dryland farming 
and IS suitable for all kinds of soil and 
every kind of crop—like pulses, oil seeds, 
cash crops end plantation crops. 

It also contains traces of Calcium, 
Magnesium and Sulphur which make the 
soil more fertile. So put your hard-earned 
money into the real fertiliser. 

Get Jai Kisaan and harvest wealth from- 
your fields' /tn. 























ECC»«>MIC AND POLITICAL WEEKLY 


Review of Agriculture June 1986 


over the decade It may be intemting. cultivator!’ net incomes. It is. therefore, 
however, to get an idea about the economic reasonable to expect Aat the former bias will 
position of the cultivators in general, grow- be offset to some extent ^ the latter. In any 
ing principal crops as wll as non-principal case, keying in mmd the limitations of the 
crops. But a direct estimate of net income above assumption, tlw incidence of collective 
is not possible due to the non-availability of loss is estimated by multiplying the aiunual 
cost and income data for non-principal loss per holding and the number of holdings 
crops. Therefor^ an indirect approach is in that sUte. These estimates of collective 
adopted to estimate the temporal and losses of cultivators for different states are 
regional chafes in the economic conditions presented in Uible 7, column 5. Uttar 
of farmers in general. Pradesh suffers the heaviest annual loss 

The coUeaive loss of farmers in general Rs 79 crore, followed by Bihar Rs 74 crore, 
can be assessed by assuming that all culti- Gujarat Rs S8 crore Andhra Rs S2 core, and 
yators in a state experience similar erosion so on. 

in thdr net farm incomes as the cultivators It is also interesting to estimate the 
of prindpal crops. The assumption will lead cumulative collective loss of all farmers over 
to an overestimation of the loss per holding the decade, relative to their 1971-72 level of 
to the extent that some non-principal crops incomes. This is estimated by the annual 
show improvements in cultivators’ net in- shortfall of income from the 1971-72 level 
comes during the period.. But we should a^ upto 1980-81. This cumulative shortfall of 
remember that the average sizes of holding income over the decade indicates the depri- 
of principal crops are approximated by the vation of the average cultivator in relation 
average sizes of all crops tn a state, an to his performance in 1971-72. These esti- 
approximation which underestimates the mates are obtained by multiplying the total 


Table 6: Jowar and Groundnut Culiivaiion; Net Income at 1970-71 

Phil IS 

(in Rs) 

Year 


Maharashtra (Jowar) 

Gujarat (Cre 

lundnut) 


Net Income Net Income Net Income 

Net Income 


Per Hectare Per Holding Per Hccure 

Per Holding 

1971-72 


147 

612 

NA 

NA 

1972 73 


118 

478 

746 

2921 

1973-74 


179 

708 

250 

974 

1974-75 


222 

851 

32 

121 

1975-76 


80 

298 

409 

1542 

1976-77 


NA 

NA 

NA 

NA 

1977-78 


149 

516 

45 

163 

1978-79 


120 

395 

92 

328 

1979-80 


NA 

NA 

182 

642 

1980-81 


NA 

NA 

NA 

NA 

Trends 

(- 

)4 ( 

-) 30 

( ) 58 

(-) 239 

Source; Same as in Thble 2 





Table 7; Cot lec tive Loss or Cultivators in Selected States (at 1970-71 Pricis) 

States 

No of 

Annual Loss 

Ibtal Loss (-) 

Annual Loss 

Cumulative 


Holdings (-) of Income 

of income 

(-) of All 

Loss (-) in 


in (lakhs) 

1 of Average 

Per Cultivator 

Cultivators 

Ibn Yeais 


1970-71 

Cultivatoi 

Holding Rela- 

(Rs crore) 

Relative to 



Holding (Rs) 

tive to 71-72 

(2) X (3) 

1971-72 Level 




(Rs) 


(Rs crore) 






(2) X (4) 

1 

2 

3 

4 

5 

6 

Andhra Pradesh 

54.20 

(-)95.51 

(-)3037.16 

(-)51.77 

(-)1646 14 

Assam 

19.64 

(-H.63 

(-)1083.30* 

(-)0.91 

(-)212 76* 

Bihar 

75.77 

(-)97.32 

(-)1760.81 

(-)73.74 

(-)1334I7 

Gujarat 

24.33 

(-)238.74 

(-)13992.84 

(-)58.09 

(-)3404.4J 

Haryana 

9.13 

(-)357.16 

(-)936L76 

(-)32.61 

(-)854.73 

Madhya Pradesh 

52.99 

(-)49.46 

(-)2083.82 

(-)26.21 

(-)1104.22 

Maharashtra 

49.50 

(-)29.88 

(-)427.94 

(-)14.79 

(-)21183 

Orissa 

34.07 

(-)29.07 

(-)I538.80 

(-)9.90 

(-)524.27 

Punjab 

13.75 

(-)85.83 

(-)2776.36 

(-)lt.80 

(-)381.75 

Ikmil Nadu 

53.14 

(•e)11.2I 

(-E >1393.28 

(+)5.96 

(-)■)846.67 

Uttar Pradesh 

156.39 

(-)50.73 

(-)2009.15 

(-)79.34 

(-)3142.n 

West Bengal 

42.16 

(-)58.68 

(-)I209.98 

(-)24.74 

(-)5I0.I3 

Ibtal 

585.07 



(-)377.93 

(-)12479.89 


Noter. Collective losses of cultivators are denved primarily on the basis of principal crop 
in respective suies. 

* Collective loss of cultivators in Assam is derived relative to the 1972-73 level of net income. 


loss per cultivator holding (column 4) with 
the number of holdings (column 2) in each 
state. The resulting estimates appear in 
column 6 of Ihbie 7. Gujarat suffers the 
highest loss Rs 3,404 crore followed by Uttar 
Pradesh Rs 3,142 crore, Andhra Rs 1,646 
crore, Bihar Rs 1,334 crore and so on. This 
cumulative collective loss for all the states 
covered in the study amounts to Rs 12,480 
crore at 1970-71 prices, the average loss per 
holding being Rs 2,133. At current prices, 
the cumulative loss amounts to a whopping 
figure of about Rs 45,000 crore the average 
loss per holding being Rs 7,6^. 

11 


What i.s the explanation for this decade- 
long decline in net income from cultivation? 
It can be immediately seen that the net 
income is defined as gross income less 
('ost C In this sense, net income is nothing 
else but profit margin from cultivation and 
Its decline can be traced to a differential 
change in input prices over output prices 
since land acreage, cropping intensity and 
productivity have increased over the decade 
During the 1970s there is a dependable 
empirical evidence of a sharper rise in the 
prices of agricultural inputs, despite the 
cognisable quantum of subsidies granted by 
the government on certain important inputs, 
than those of agricultural output. For 
example, over the decade (1970-71 to'1980-81) 
fertiliser prices increased by 243 per cent, 
pesticides by 329 per Cent and tractors by 290 
per cent, while prices of cereals have in¬ 
creased only by 213 per cent. 

The contri ution of the adverse price 
factor to the negative growth rate of net 
income can be assessed on the basis of the 


definition of net income per holding. Net 
income per holding (I) is defined as the 
product of holding size (S), cropping 
intensity (C), yield per hectare (Y) and the 
margin of output price over unit cost (P). 
In symbols, 

1 = S.C.Y.P ... (1) 

It follows from the above equation that the 
growth rate of income is the sum of growth 
rates of holding size; cropping intensity, yield 
and the price margin. That is 

= + C, -h Y, f P, ..(2) 

where g implies growth rate. 

Thble 8 presents these growth rates for 
different states. The rates of growth of 
average holding size are negative in all the 
states except Punjab. This is reasonable 
because net area sown has barely increased, 
while the demographic pressure has resulted 
in family splits and sub-division of holdings. 
The negative growth rate of holding size is 
highest in Bihar, where net area under 


cultivation has shrunk (at the rate of 0.42 
per cent per year) and households have 
grown at the rate of 3,96 per cent per year. 
In Maharashtra, Orissa, Ihmil Nadu and 
Uttar Pradesh too the growth of net culti¬ 
vated area and demographic pressure have 
been operating in the direction of reducing 
the average size of holding. In Punjab, on 
the contrary, the average size of holding has 
increased despite the population growth and 
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n jhrinkag^ of cultivated area. This para- 
doxica] situation has emerged due to acquisi¬ 
tion of small holdings by large fanners. In 
other states, however, the demographic 
pressures have outweighed the positive 
growth rate of net area under cultivation. In 
any case, the growth rales of average holding 
size in all states (except Punjab) are negative, 
depressing the growth of net income per 
holding. 

The cropping intensity (C) and yield per 
hectare (Y) indicate, in a sense, the culti¬ 
vator’s efforts to overcome the negative in¬ 
fluence of the demographic pressures. The 
rates of growth of cropping intensity in all 
the states are positive with an exception of 
Assam, where it is negligibly small (-)0.I7 
and statistically insignificant. The rates of 
growth of yield per hectare are also positive 
in all states, the highest being for ground¬ 
nut cultivators in Gujarat (10.78 per cent per 
year) and lowest for wheat growers in Punjab 
(0.38 per cent per annum). 

The rates of growth of net income per 
holding^ at 1970-71 prices are calculated on 
h the basis of the linear trend of net income 
for principal crops in each state. These 
estimates are presented in column 6 of 


Table 8. The cultivators of principal crops 
in all the states except the paddy growers in 
Tamil Nadu have experienced the negative 
growth rates in their net incomes. The paddy 
growers in Andhra Pradesh have suffei^ the 
most, whose net incomes (profit margins) 
have decelerated at the rate of 28.88 per cent 
per year followed b> wheat cultivators in 
Haryana experiencing a deceleration in their 
profit at the rate of 23 33 per cent. 

T'hc rate of growth of price margin over 
cast is calculated as a residual, representing 
the difference between the growth rate of 
income and the sum of the growth rates of 
average size of holding, cropping intensity 
and yield per hectare. The resultant growth 
rates of the price factor (Ihble 8, column S) 
turn out to be negative in all the states, 
except Ihmil Nadu. T he negative growth rate 
of the price margin is the highest for ground¬ 
nut cultivators in Gujarat (-31.67 per cent 
per year). Amongst the wheat.cultivating 
states Haryana’s price margin has eroded the 
most, at the rate of 28.18 per cent per year. 
Punjab and Uttar Pradesh suffer at the rate 
of 17.09 per cent and 13.82 per cent lespec- 
tively. Amongst the paddy growing state.s, 
cultivators in Andhra are hit the hardest by 


the adverse price movements, followed by 
Bihar and West Bengal. 

It should be not«i that the negative trend 
coefficients of net incomes per holding at 
1970-71 prices, are statistically not signi¬ 
ficant for Assam, Madhya Pradesh, Maha¬ 
rashtra, Punjab and Dunil Nadu (Ihble 2, 
3 and 6). Even if the negative growth rates 
of net incomes for these states are assumed 
to be zero, the rate of growth of the price 
margin still remains negative for Assam, 
Ma^ya Pradesh, Maharashtra and Puiijab, 
while for Tamil Nadu the positive influence 
of the price margin is converted into a 
negative one. 

The adverse behaviour of the price factor 
basically implies that output prices have 
failed to rise as fast as chb input prices for 
farmers. IThis is clearly corraborated by the 
temporal whaviour of the crude barter 
terms of trade, defined as the ratio of 
agricultural commodity prices to manufac¬ 
tured product prices, which steadily declined 
from 100 in 1970-71 to 81.8 in 1980-81.’ It 
should be underscored in this context that 
the relevant concept of the terms of trade 
is the ratio of prices received to the prices 
paid by farmers. 

Moreover, the prices received and the 
prices paid differ from crop to crop and state 
to state. The terms of trade should, therefore, 
be computed for each crop with respect to 
each state. In the 1983 Presidential Address 
to Indian Society of Agricultural Econo¬ 
mics. Rath (1983) has presented two types 
of crop and state specific terms of trade from 
1961 to 1983, first, the terms of trade bet¬ 
ween output supplied and input purchased 
and second, between output supplied and 
consumption goods puK'hascd. For con¬ 
structing the former indices the average of 
1972-83 quantity weights are used, for the 
latter the 1961-62 quantity weights are used. 
Rath’s idea of crop specific terms of trade 
is an interesting one, biit his methodology 
for the second type of terms of trade in¬ 
troduces a systematic bias against the 
cultivators’ interest. It is very well known 
that the method of using base year’s weights 
to construct price indices, i e, the Laspeyre’s 
Indec underestimates the extent of rise in the 
prices of those manufactured commodities, 
the use and prices of which have signi- 
flcantly risen during the 1970$ as compared 
to 1961. On the other side, Laspeyre’s 
formula overestimates the rise in prices of 
those agricultural commodities the supplies 
of which have been sluggish over the period. 
Thus, Laspeyre’s formula tends to under¬ 
estimate the prices paid and overestimate the 
prices received the cultivators. During a 
period when the prices paid rise faster than 
the prices received the decline in the terms 
of trade based on Laspeyre’s formula syste¬ 
matically underestimates the extent of actual 
deprivation of the cultivators. Kahlon and 
TVagi (1983) have shown that, “the difference 
between the indices based on pupeyre's and 
Paasche is about two percent^e points just 
after five years”,* indicating that the 
cumulative underestimation of adverse 
movement of terms of trade could be of the 


1.\mi 8: CoMi'(H'Ni) Annum. Growth Raiis 


(/I?/- cent per annum) 


Slates 

1 


-Si/e of 
Holdings 

('topping 

Inicnsitv 

2 3 

Yield Pet Pnee Margin Net Iticimic 
Meciaie Over Cost Per Holding 

at 1970-71 

Pi iccs 

4 5 6 

Andhru Pradesh 

tl') 

( )2.99 

( 110.27 

( 4 14.12 . 

( 

130.28 

( 128.88 

Assam 

(P) 

( )0.78 

(■ mi 

(-4 12.84 

( 

13.54 

( )1.6S 

Bihar 

(P) 

( )4,38 

1 t )0.60 

(+11.73 

( 

121.42 

( • 123.47 

iCujaiii 

(G» 

( >1.74 

(1 )0.19 

( + )I0.78 

( 

131.67 

( -122.44 

Haryana 

(W) 

( m'i 

( 1 10.86 

( + 12.48 

( 

128.18 

(-125.53 

Madhya Pradesh (W) 

( )158 

( 1 )0.26 

(+17.19 

( 

111.33 

( )5.46 

Maharashtra 

(.1) 

( )3.79 

( t )0..39 

( + 17.54 

( 

19.48 

(-)V34 

Orissa 

(P) 

( )l.74 

( t 11.3.1 

(4 11.21 

( 

110.31 

( )9.5I 

Punjab 

(Wj 

( t )2.75 

(t 11.42 

( +10.58 

( 

117.09 

( -)I2.34 

.Ihmil Nadu 

(P) 

( )3.S8 

(4)0.19 

(+14.10 

( 

+ )2.03 

(+)2.74 

Uttar Prodesh 

(W) 

( )1-^9 

t 4 10.28 

(+)0.73 

( 

113.82 

(-114.20 

36^st Bengal 

(P) 

( )2.47 

( HI.08 

(+ 13.91 

( 

121.II 

(-118.59 

Notes: P * Paddy. W 

- Wheat, f 

-- Groundnut, J -= Jowar. 




Tabi I 9 

DoMfsru Tlrmsoi TRMir BtiwutN Aoriculturf and Industry 





( Triennium 

ending 1971-72 100) 

'fears 

Prices Received by the Prices F’aid by the 


Barter Terms of 



Agricultuial Sector Agricultural Sector 



TVadc 

^970-71 


100.1 


100.5 



99.60 

jj971-72 


102.9 


105.3 



97.72 

N972-73 


117.1 


H3.I 



103.34 

1973-74 


142,9 


131.6 



108.59 

,?i974-73 


166.8 


164.2 



101.58 

fJ975-76 


143,9 


165.9 



86.74 

-1976-77 


154.0 


170.3 



90.43 

r 1977-78 


162.7 


180.1 



90.34 

5^1978-79 


157.1 


183.9 



85.43* 

^979-80 


I8S.4 


209.3 



88.58* 

l>980-81 


213.6 


244.8 



87.25* 


i-' 




I^re: * Updated b) IVagi. 

Ufce: Kahlon, A S and fyagi, D S, “Agricultural Price Policy in India”, Allied Publishers FVt Ltd, 
1983. pp 266-268. 
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order of 6-8 percentage points over IS-20 
years. 

Notwithstanding the systematic under¬ 
estimation implied in Laspeyre’s formula, 
Rath’s estimates^ of the crop and state 
specific terms of trade between product sup¬ 
ply and input demand (taking 1970-71 = 100) 
reveal that from 1970-71 to 1980-81 the terms 
of trade have moved against the cultivators 
in 14 states for 10 crops. In the case of sugar¬ 
cane in all states (and for bajra in Gujarat 
and Haryana) the terms of trade have moved 
in favour of the cultivators. Such exceptions 
to downward behaviour of the terms of 
trade, however, increase when the terms of 
trade between product supply and consump¬ 
tion demand are considered. Nonetheless, 
the exceptions are few (none in wheat, only 
one each in paddy, Jowar and barley while 
in sugarcane and groundnut all states have 
shown improvements) and do not undermine 
the overwhelming evidence of the deteriora¬ 
tion in the terms of trade against the 
cultivators during the 1970s. 

The most relevant macro-estimates of the 
terms of trade for the post-Green Revolu¬ 
tion period are given by Kahlon and IVagi 
(1983), who have adopted an appropriate 
methodology for calculating the prices 
received and prices paid by farmers. Using 
their updated series from WQ•^\ to 1980-81, 
given in Ikble 9, we have estimated the linear 
trend for the decade, which shows an average 
annual detenoration at the rate of 1.8 per 
cent in the domestic teriAs of trade. (The 
implied compound annual rate of decline in 
the terms of trade is 1.91 per cent.) 

In any case, the detenoration in the terms 
of trade is an important, but a partial 
indicator of the loss to cultivators. Another 
significant factor determining the extent of 
total loss is the quantum of agricultural 
produce sold in the market in exchange for 
non-agricultural commodities. It is, however, 
very difficult to arrive at a precise quanti¬ 
tative estimate of this exchange. One can, 
nevertheless, approximate the quantum of 
this exchange ^ the estimates of marketed 
surplus. 

The indices of marketed surplus have been 
constructed by Thamarajakshi (1977) over 
the period 1930-31 to 1973-74. For the post- 


Green Revolution period covered by her, i e; 
1967-68 to 1973-74, the compound average 
annual growth rate (based on the linear 
trend) of marketed surplus, turns out to be 
4.01 per cent. This growth rate presumably 
would be a conservative estimate for the 
entire decade of the 1970s because with the 
increase in output a larger proportion of 
output is expected to be marketed. Even on 
the basis of the indices prepared by Thama¬ 
rajakshi, the elasticity of marketed surplus 
with respect to output for the post-Green 
Revolution period turns out to be 1.36 at the 
mean level.* Accordingly, the 3.06 per cent 
growth rate of agricultural production from 
1970-71 to 1980-81 would imply a growth 
rate of marketed surplus of 4.77 per cent per 
year. 

Thus, a conservative estimate of the com¬ 
pound average annual loss to farmers is 5.92 
per cent (4.01 due to growth of marketed 
surplus plus 1.91 due to'the deceleration in 
the terms of trade). This loss is transferred 
to the non-agricultural sector through the 
price mechanism. In one sense, it implies 
that productivity gains in agriculture are 
being passed on to the rest of the society, 
which provides ample justification for public 
investment in agricultural research and ex¬ 
tension services. In another sense, however, 
it amounts to a disguised effective tax rate 
which is inflicted on the aggregate produce 
of farmers through the adverse terms of 
trade. As compart to this tramfer of real 
income from farmers to non-agricultural 
sector at the rate of 5.92 per cent per year, 
the effective rate of tax on the gross value 
of production of 478 large public limited 
companies in 1980-81 is 2.99 per cent only, 
whUe the effective tax rate on their net value 
added comes to 8.73 per cent.’ 

it should be underscored in this context 
that the conventional terms of trade would 
not truly reflect the gain/loss of cultivators* 
net income as estimated in this paper due 
to at least two reasons; (i) in calculating the 
terms of trade the relative prices refer to 
output and input units rather than opera¬ 
tional holding (or operated area per hectare). 
This implicitly involves the scale effect. The 
concept of net income takes into account the 
total output on the farm rather than its 


marketed surplus only. (U) The imputed costs 
of land and family labour are generally ex¬ 
cluded from the prices paid. Nevertheless, 
the movements of terms of trade; by and 
large, would indicate the direction of chan^ 
in net iiKomes of cultivators. If, however, 
the total factor productivity increases faster 
than the decline in terms of trade, the net 
incomes of cultivators are likely to increase 
Looked at from this point of view, the 
decline in net incomes per hectare at con¬ 
stant prices as estimated in this paper, clearly 
implies a corresponding fall in total factor 
productivity. 

Ill 

It is interesting to observe that the 
agricultural sector in India is not only un¬ 
protected against the price escalation of 
domestic non-ogricuitural commodities but 
it is also unprotected in rdation to the world 
market for agricultural produce. Using the 
measures like Nominal Rates of Protection 
(NRP) defined as the difference between the 
domestic prices and the world market prices 
of agricultural conunodities and Nominal 
Protection Coefficient (NPC) defined as the 
ratio of domestic to import prices” as 
indicative of Vxploitation/taxation' to which 
agricultural producers are subjected, Mishre 
(1985) has shown that NRP for wheat at 
official rate of exchange has declined from 
38.73 in 1970 to (-)13.08 in 1975 and 
(-)42.64 in 1980; at the shadow exchange 
rates the corresponding values of NRP are 
6.35, (-)30.46 and (-)54.09 respectively. 
NRP for rice at official rate of exchange has 
decUned from 9.08 in 1970to(-)9.79in 1975 
and (-)28.42 in 1980. Mishra has also shown 
that both NRP and NPC for wheat as well 
as the rice have declined in India while these 
indicators of protection have gone up in 
Japan, Korea and Ihiwan during the decade 
of the seventies. It should be noted, however, 
that Mishra’s estimates of NRP (referring to 
the calendar year) at five yearly intervals do 
not clearly reveal the underlying trend for 
the decade. 

Moreover, Mishra has calculated domestic 
price of wheat on the basis of 13 market 
centres, attaching production weights to 
state-level wheat prices. Although he 


Table 10: Nominal Rates of Protection for Wheat 


Year 

Domestic Price 

Landed Price of 

Nominal Rate 


NRP as Given by Mishra (1985) 



Of Wheat 

Imported Wheat 

of Proleciion 

India 

Japan 

Korea 

Riiwan 


(Rv/q) 

(Rs/q) 

(2)-(3)/(3) 




1970-71 

81.05 

59 31 

36 65 

58 73 

133.6 

14 9 

55.4 

1971.72 

78.95 

58.97 

33.88 





1972-73 

85.62 

96.67 

(-)II.43 





1973-74 

99.34 

112.74 

(-)II 89 





1974-75 

155.49 

139.63 

11 36 





1975-76 

123.41 

170.18 

(-)27 48 

(-)13 08 

82.1 

( )23 

65 

1976-77 

113.66 

162.32 

(->29.98 





1977-78 

120.78 

184.38 

(-)34.49 





1978-79 

121.23 

228.42 

(-)46.93 





1979-80 

124.91 

251.37 

(-)50.31 





1980-81 

137.16 

257.02 

(-)46 63 

(-)42.64 

2610 

33 2 

813 


Note. Landed price of imported wheat is derived by dividing the value of imported wheat by us quaniity. Data for value and quantity of 
imported wheat on financial year basis is cuil^ out from “Monthly Sutistics of Foreign IVade of India”, Vol 11, Imports (Match issues 
of various years). Government of India, fKrectorate General of Commercial Intelligence and Statistics, Calcutu. 
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underscored the desirability of constructing 
the annual price as the weighted average of 
monthly prices of different states using the 
monthly market arrivals as the weights, yet 
in his final calculation he refrained from 
adjusting the domestic price of wheat by the 
pattern of monthly market arrivals We have 
estimated the NRP for wheat on annual 
basis nriattng to the financial years using the 
sveights based on the state level production 
as svell as the pattern of seasonal market 
arrivals" 

1 he annual estimates of NRP are given 
in column 4, Ihble 10, which show a clear 
negative trend The linear equation esti 
mated for the decade is 
NRP-38 28 8S9r (3) 

r * -092 

1 he implications are clear enough Indian 
cultivators have lost their ground not only 
in relation to the non agricultural sector in 
India but also in relation to the cultivators 
in other Asian countries 

IV 

To sum up, there is ample empirical 
evidence to show that during the 1970s the 
Indian farmer has lost the economic pro 
sperity that he once enjoyed in the wake of 
the Green Revolution His net income has 
been continuously failing since 1971 despite 
his efforts to counter this retrogression by 
means of adopting land augmenting and 
productivity raising technology Even the so 
called pro farmer policies have in practice 
apparently failed to protect the real incomes 
of farmers against the rising prices of non 
agricultural commodities The wheat culti 
vating households experienced an annual 
shrinkage in their net incomes ranging from 
Rs NO to Rs 360, while paddy cultivating 
households suffered in the range of Rs 5 to 
Rs 100 

The erosion of cultivators’ net incomes 
during the seventies is primarily accounted 
by the adverse price movements The com¬ 
pound annual rate of decline of pnee margin 
over cost ranges from 11 per cent to 28 per 
cent for wheat cultivators and from zero to 
30 per cent for paddy cultivators In general, 
the price margins for wheat cultivators have 
eroded at a higher rate than those for paddy 
cultivators Ihe groundnut cultivators in 
Gujarat experienced a still faster rate of 
dechne in thnr price margins than the wheat 
cultivators, though the cultivators of other 
cash crops seem to have realised better price 
margins 

The erosion of price margin over cost, in 
a sense, implies a transfer of productivity 
gains in agriculture to the rest of society 
This mechanism of sharing the productivity 
gains inevitably operates in agriculture 
because farmers face a highly competitive 
market for their produce Due to their 
regional separateness and to their limited 
scale of production relative to the total 
market supply, agricultural producen are 
unable to hold the gains of technological 
changes beyond a very short time 

It IS indeed a paradoxical situation that 
the faster growing non-agricultural sector is 


able to sustain a higher rate of pnee increase 
year after year than the agricultural sector 
The faster price escalation of the non agri 
cultural commodities is presumably due to 
either the recrudescence of the grip of 
industrial oligopolies over the markets of 
manufactured products or a change in the 
distribution of income, reorienting con 
sumption pattern against agricultural com 
modities Whatever be the underlying 
reasons for the deterioration m the inter 
sectoral terms ot trade, the resu't has been 
an immiserisation ot farmers in India 

INotea 

(In clarifying a number of points presented 
in this paper the authors have had the benefit 
of useful discussions with B S Mtnhas, 
B D Ohawan O S Bhalla and O S Tyagi | 

1 Sirohi (1984) has shown that agiicultural 
input subsidies on fertiliser, electricity and 
interest increased from Rs 66 crore to 
Rs 1312 crore during the decade Chakravarty 
(1979, 1984) has luicefully argued that 
growing subsidies on agricultural inputs was 
an important factor underlying the resouae 
crunch I the Central government adversely 
affecting the public investment programme 
in general Mitra (1977) Iws argued that the 
favourable terms ot trade to agriculture 
fostered by the procurement jiolicy of the 
government have a significant bearing on 
the wage push inflation, which has possibly 
hindered industrial growth 

2 Cost C IS defined as all actual expenses in 
cash and kind incurred in production in 
eluding rent paid for leased in land and 
imputed costs of owned land, family labour 
and fixed capital 

3 The negative values of net income essen 
tially indicate that family labour does not 
really earn the imputed opportunity wage 
rate Although land » another item the 
value for whuh is imputed, yet the lease 
market for a scarce factor of production hke 
land IS generally in favour of the lessee, at 
least competitive enough to ensure reason 
able rental Hence it is more probable that 
family labour earns below the imputed wage 
rate than land below its imputed rent 

4 1 - 2b _ 

2a+b (T+1) 

where T is the number of years for which 
estimates ot net incomes are available, a is 
the intercept of the linear trend and h is the 
slope of the linear trend 

5 Economic Survn 1984 

6 Kahlon and TVagi 1983, p 266 

7 Rath, 1985, pp 19 36 

8 The estimated equation is 

Marketed surplus -40 08 -f 147 Agn 
cultural Output 
r 082 

9 RBI Bulletin. October 1983, p 773 

10 It IS the ratio of the difference between 
domestic price and imjxirt price (cif) to 
import price 

11 For greater details regarding the metho 
dology for construamg the domestic price 
of wheat, see Oulati, 1986 
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Growth of Labour Productivity 
in Indian Agriculture 

Regional Dimensions 

S Mahendra Dev 

This paper examines the growth of labour productivity in agriculture during the period between the triennia 
1962-65 and 1975-78 at the level of all-India and for 56 agro-climatic regions and the contributions of yield, 
cropping intensity and land-iabour ratio to the increase/decrease of iabour productivity in each of these agro- 
climatic regions. Finally, the author discusses the association between the level of labour productivity in 
agriculture and rural poverty. 


1 

THIS paper examines: 

(a) Growth of labour productivity in 
agriculture during the period between 
the triennia 1962-63 and 1973-78 at the 
level of all India and for 36 agro-dimatic 
regions.' 

(b) Contributions of yield, cropping inten¬ 
sity and land-labour ratio to the in¬ 
crease/decrease of labour productivity 
in each agro-climatic region by a decom¬ 
position analysis 

(c) Association between the level of labour 
productivity in agriculture and rural 
poverty (proportion of poverty popula¬ 
tion) at the state level in four different 
time points, viz, triennia ending 1964-63, 
1970-73, 1977-78 and 1982-83 

The periodisation and the level of disag¬ 
gregation arc dictated by the availability of 
data on total agricultural workers. 

Reasons for undertaking the present study 
are the following: , 

(1) In spite of the work force shift away 
from agricultural sector over the last decade, 
Indian economy is still predominantly 
agrarian at least as far as the disposition of 
its work force is concerned. Some provisional 
estimates for the year 1983 show that about 
77 per cent of the male workers and about 
87 per cent of the female workers were still 
in agricultural sector in rural areas (see 
Table 1 for the recent changes in the propor¬ 
tion of agricultural workers for males and 
females in all India as well'as states). The 
si^c of the work force in agriculture is signifi¬ 
cant in so far as it directly affects the single 
most important asset in rural India namely 
land. As is obvious, acceleration in the 
absolute number (despite decline in terms of 
percentages) of agricultural workers due to 
population growth leads to decline in land- 
labour ratio. The resulting unfavourable 
land-labour ratio adversely affects produc¬ 
tivity of agricultural workers. In this paper, 
we propose to eiamine (empirically) whether 
labour productivity in Indiim agri^ture has 
been increasing/decreasing with unfavourable 
land-iabour ratia In other words, whether 
the gains achieved in land productivity in 
Indian agriculture due to new seed-fertiliser 
technology were sufficient to increase tabatr 
productivity against the strong population 
pressures. 


This would be clear when the sources of 
increase/decrease in labour productivity are 
identified. The analysis is also attempted at 
the level of agro-climatic region since 
regional contrasts in a vast country like India 
are well known 

(2) Most of the earlier studies on agri¬ 
cultural productis ity in India have concen¬ 
trated on land productivity (output per hec¬ 
tare) thus neglecting labour productivity 
(output per worker). One of the reasons is 
the lack of reliable and comparable data on 
the labour use in agriculture over different 
time points. However, some studies^ have 
analysed labour productivity by taking only 
male workers in the denominator as a pro¬ 
xy for the total labour use.’ As is obvious, 
these studies failed to take into account the 
female workers who are also important in 
agricultural activity. Acccording to our 
estimates, female work force at all-India 
level constitute about 37 per cent of the total 
work force in agriculture in 1977-78 (32nd 
Round of NSS). Provisional estimates for 
the two-sub-rounds of 38th Round of NSS 
show that the percentage of female workers 
in total agricultural workers has increased 
to about 41 at the all-India level. At a disag¬ 
gregated level. I c, across regions/districts 


variations in the number of female workers 
may be more. Neglect of this large propor¬ 
tion of work force may affect labour pro¬ 
ductivity estimates. In the present study, 
therefore, we examine the changes in labour 
productivity by using total agricultural 
workers (Sum of male and female) instead 
of male workers. 

(3) Since labour productivity reflects stan¬ 
dard of living of the workers and has often 
used as a measure of economic progress, an 
analysis of labour productivity and its rela¬ 
tion to rural poverty needs no special 
justifleation. One aspect ot the rural poverty 
in India, however, lends special urgency to 
such an analysis. It is by now generally 
recognised that rural households with access 
to little or no land or non-land assets and 
dependent primarily on uncertain and fluc¬ 
tuating wage employment form the single 
largest segment of the rural poor.^ If the 
productivity of these workers are high, rural 
poverty may be low. In view of this, we have 
examined whether the level of labour pro¬ 
ductivity is negatively related with the 
percentage of population below the poverty 
line; This is attempted at the state level since 
poveity ratios at the region level are not 
readily available for the recent years. 


Table 1- Changes in the PERccNrAOL of Acricuiture in Total Work Force 

IN Rural Areas for Major States, 32nd and 38th Rounds or NSS 

States 

Male 

Female 

1977-78 

1983 

January-June 

1977-78 

1983 

January-June 

Andhra Pradesh 

80 26 

75.54 

85 42 

82 64 

Bihar 

83.30 

80.50 

89 06 

87 95 

Gujarat 

84 38 

79 89 

94.57 

92 20 

Haryana 

77 55 

72.46 

90 73 

89 01 

Karnataka 

83 21 

82 36 

87 44 

88 31 

Kerala 

59.14 

57.40 

72.62 

67.44 

Madhya Pradesh 

89.22 

87.23 

94.77 

93.92 

Maharashtra 

80.45 

77.58 

92.23 

91.97 

Orissa 

84.64 

77.48 

86.09 

78 15 

Punjab 

77.91 

74 59 

89 93 

89 69 

Rajasthan 

82.30 

78.30 

95.27 

91 96 

Ihmil Nadu 

73.89 

66.34 

83.62 

79.90 

Uttar Pradesh 

80.23 

77.92 

89.17 

88 77 

West Bengal 

77.79 

72.53 

68.71 

76.12 

All India 

80.62 

76.80 

88.13 

86 73 


Note ; 38th Round data are provisional and relate to the first two sub-rounds. 

Source: Revised 38th Round report No 313. Key Results of Last Three Quinquennial NSS 
enquiries on Employment and Unemployment. 
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It is against this background that we 
undertook the present study The paper is 
organised as follows 

Section II gives data base and adjustments. 
Section III analyses growth and sources of 
growth in labour productivity at the level of 
all-India and for 56 regions Section IV 
examines association of labour producuvity 
with rural poverty The last section gives a 
brief summary and the conclusions of the 
study 

II 

Data base and adjustments 

In our analysis, labour productivity is 
defined as the ratio of value of output (ad¬ 
justed) to the work force (adjusted) in crop 
producing sector Work force data refers to 
the sum of rural and urban since our out 
put variable does not distinguish between 
rural and urban crop production 

Output adjustment 

The total value of output of 19 major 
crops at the region level is adjusted for both 


triennia 1962-65 and 1975 78 ’ These 19 
crops taken together «>nstituie about 70 to 
80 per cent of the gross cropped area in all 
regions except in Kerala Therefore, for 
Kerala, the value of output of three more 
crops. Viz, tapioca, coconut and rubber in 
addition to 19 crops are included These 22 
crops together contribute more than 65 per 
cent of the total area in Kerala However, for 
decomposiuon purposes, we need total value 
of output (including value ot output for the 
excluded crops) for all the regions in our 
study lb cover the excluded crop output, the 
percentage of 19 crop area in gross cropped 
area is estimated for each region and the dif 
ference between the two is applied to Inflate 
the value of output The underlying assump 
tion IS that the excluded crops have the same 
yield per hectare as compared to those of 
included crops No doubt this procedure 
underestimates tor some regions and over 
estimates for some others However, the 
percentage of excluded crops is so small that 
this procedure would not affect the results 
The estimated growth rates of labour pro 
ductivity for the two series, one with ad 


justed output and the one without adjusted 
output show very small differences between 
the two 

Work force adjustment 

Work force data (sum of male and female) 
for the early 1960s at the region level have 
been built up from the distnct level data of 

1961 census Unpublished region level data 
ot 32nd Round of NSS (collected from 
NSSC\ Calcutta) are used for late 1970s 1961 
census data on the sum of cultivators, 
agricultural labourers and unspecified 
agricultural labourers are comparable to the 
32nd Round of NSS data on ’Usual Status’ 
workers (main + marginal) in agricultural 
production (industrial division ‘OO*) Since 
we do not have figures for marginal workers 
at the region level, the mam worker weights 
of the regions are applied to the respective 
state total of mam and marginal workers to 
obtain the total of mam and marginal 
workers at the region level With these ad 
justments, 1961 census data are comparable 
to those of 1977 78 (32nd Round of NSS) 
However our triennia for output refer to 

1962 65 and 1975 78 *hile the work force 
figures reler to 1961 and 1977 78 Fherelore, 
we have interpolated the work force data in 
such a way that they refer to January 1964 
and January 1977 in our study at the region 
level 

One more adjustment done foi the work 
force data is regarding the seasonal im 
migrant labour in Punjab In a study of 
inter regional variations, one has to take into 
account the possible resource flow across 
regions Of course, the mam resouae base, 

I e, land, is fixed Therefore only mobility 
of factors such as capital, skills and labour 
IS possible Capital and skills might be 
moving from developed to underdevelopeo 
regions (however, these two variables are not 
explicitly included in our analysis) 
Agricultural labourers might be migiating 
from low income to the high income regions 
‘Usual status’ approach in NSS may not cap 
ture fully the seasonal migrant labour 
Nevertheless the available evidence indicates 
that only in Punjab the number ot seasonal 
inmigrant labour was significant m late 
1970s This state absorbs a large number of 
labourers from Bihar, UP, West Bengal and 
Orissa We have included the number of 
seasonal inmigrant labour to the work frocc 
in Punjab for the triennium 1975 78 based 
on a recent study * 

Gross cropped area (GCA) and net sown 

area (NM) 

Distnct level data have been built up for 
GCA and NSA to obtain region level data 
in 19£S 65 ahd 1975-78 tnennia The sources 
for distnct level data are Indian Agricultural 
Statistics, Ministry of Agneultura and 
Season and Crop Reports 

Limitations of the Study 

(a) Value of output u inflated to cover tlie 


Tabie 2a Levels and Gxowth Rates for Labour and Land Productivities in Crop 
Producing Sector, All India 




Levels (in Rs) 


< ompound Rate of Growth 


1962 65 

1970-73 

1975 78 

1970-73 1975 78 

over 1962 65 over 1%2 65 

Labour producuvity 

757 94 

79210 

889 2 

0 55 

1 23 

Land pr^uctivity 

852 86 

977 75 

1115 0 

172 

2 08 


Nota I Labour productivity is the ratio o^ value of 19 crop output to the total work force 
(male -f female) in crop-producing sector 

2 Land productivity is the value of 19 amp output to the total area under these crops 

3 Value of output is in 1970-73 all India prices 

4 Fsumates of work force for 1971 are obtained by applying the NSS 27ih Round 
(1972 73) age-sex-residence speafic population 

5 Data on work force in agneulture are interpolated to make them comparable with 
output trienma These figures refer to January 1964, January 1972, January 1977 
for the tnenma 1962 65, 1970-73 and 1975-78 respeaively 

Sources I Esumates of area and production of principal crops Ministry of Agriculture, 
New Delhi 

2 1961, 1971 census, and 27th, 32 Rounds of NSS 

Table 2b Levfi s and Growth Rates of Output, Male Worker and Produc rivi rv 
Per Malf Worker. All India 


1962 65 1970 73 Growth Over 

the Period 
1962 65 to 1970 73 


Value of 19 crop output (000 Rs) 

Male workers (cultivators + agricultural 

109128047 

12988024 

220 

labourers) (000s) 

83788 8 

75661 0 

167 

Productivity per male worker (in Rs) 

1302 4 

1357 7 

0 52 


Soii/cer 1 Esumates of area and producuon of pnnapal crops in India Mmistry of Agriculture. 
2 1961 and 1971 census 


Tabie 2c Inflated Output, Productivitx Per Male Worker. ALL India 



1962-65 

1970 73 Growth Over 

the Period 
1962-65 to 1970 73 

Percentage of 19 crops In gross cropped area 

812 

808 


Output adjusted for excluded crops (000 Rs) 

134454730 

160720450 

226 

Productivity per male vwrker (m Rs) 

16049 

1690 10 

058 
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excluded crops. 

<b)l State level total workers (main + 
marginal) are distributed for regions on 
the basis of main workers. 

(c) The work force figures relate to ‘stock 
of labour’. 

Though the above adjustments will not 
affect the final results, these should be kept 
in mind while interpreting results in the next 
section. 

Ill 

In this section, we examine growth of 
labour productivity in all India, some con¬ 
ceptual issues on decomposition analysis 
and empirical evidence on sources of labour 
productivity growth at the region level. 

(a) Growth of labour productivity in all 
India 

Bhalla. G S and Y K Alagh (1983) have 
shown a decline in productivity per male 
worker in Indian agriculture during the 
period 1962-65 to 1970-73. In a recent note, 
Indira Rajaraman (1985) has indicated that 
growth of male work force was lower than 
output growth which shows rise in produc¬ 
tivity of male worker during the same 
period. In this paper, we shall examine the 
growth of productivity per total worker 
(instead of male worker) during the period 
1962-65 to 1970-73 in all India. We also 
otend the latter triennium to a comparativdy 
recent period, viz, 1975-78 to see the direc¬ 
tion of change. 

Value of 19 crop output is used to estimate 
labour productivity since these 19 crops 
cover majority of the work force in all India 
as well as all the states (see Appendix I for 
percentage of workers by crop-groups for all 
India, as well as major states). Our estimates 
show that labour productivity (see Ihble 2a) 
at the all-India level has increased during the 
period l%2-65 to 1970-73 though the 
increase was much slower (growth rate being 
about 0.6 per cent) than that of land pro¬ 
ductivity." Even if we restrict the analysis to 
the male workers, productivity per male 
worker has shown a po.sitive growth rate dur¬ 
ing the period 1962-^5 to 1970-73 as shown 
in Table 2b. 


It may be noted that all India in Bhalla 
and Alagh (1983) refer to the total of 281 
districts and the crop production figures are 
obtained from Agricutural Situation in India 
which gives final (not revised) estimates. 
Moreover, Bhalla and Alagh (1983) inflate 
the value of 19 crop output to cover the 
excluded crops. However, these differences 
might not have affected the Hnal results. For 
instance, even if the value of 19 crop output 
is inflated to cover the excluded crops, the 
productivity per male worker shows positive 
growth during the above period as shown in 
Ikbic 2c. 

Hirning to Table 2a, labour productivity 
(per total worker) has shown relatively faster 
growth when the latter triennium of the 
period 1962-65 to 1970-73 is extended to 
1975-78. 

Thus, the conclusion emerges fiom the 
above findings is that yield incrca.se due to 
new strategy of agricultural development was 
able to raise labour productivity in Indian 
agriculture despite the unfavourable land- 
labour ratio. 

(bj 'Suction Mechanism’ 

Bhalla, G S and Y K Alagh (1983) 
discovers operation of a labour suction 
mechanism in response to growth of output 
at the district level during the period l%2-6S 
to 1970-73 which indicates that high growth 
(in terms of output) districts have been ab¬ 
sorbing more labour. In other words, growth 
of work force in high growth districts was 
much higher than other districts. 

Our estimates at the region level (though 
they are not comparable to those of Bhalla 
and Alagh) during the period 1962-65 and 
1975-78 show that the ‘suction mechanism’ 
was not operating across regions (see Ikble 3). 
The share of work force has declined in high 
growth (in terms of output) regions and 
increased in low and negative growth regions 
in 1975-78.’ As a result there was inverse 
relationship between growth of work force 
and growth of output or growth of labour 
productivity (see Ikble 3). 

(c) Conceptual issues 

Before going to examine the empirical 


Tabie 3: Pekcentaue of Workers, OROwrH Rates of Workers and Labour Productivity 
OF Regions Classified by Their Growth of Output, 1962-65 to 1975-78 


Output Growth; No of Percentage of Growth Rates Growth Rates 

1962-65 to 1975-78 Regions Work Fbrce of Work Fbrce of Labour 

1962-65 1975-78 1975-78 Over Productivity 

1962-65 1975-78 Over 

1962-65 


Very High 


(above 4.5 per cent) 

10 

8.27 

7.95 

0.97 

4.15 

Hi^ (3.0 to 4.5 per cent) 

7 

10.53 

10.25 

1.07 

2.50 

Low (1.5 to 3.0 per cent) 

24 

51.76 

52.36 

1.36 

0.78 

Very Low 

(0 to I.S per cent) 

13 

27.61 

27.41 

1.22 

-0.25 

Negative 

(Less than 0.0) 

2 

1.83 

2.03 

2.00 

-1.25 

Ibtal 

56 

100.0 

100.0 

1.23 

1.14 


evidence, let us discuss some conceptual 
issues relating to decomposition analysis on 
labour poaductivity growth. 

In any interregional or international 
comparisons, per capiu output/income is 
generally used as a measure of economic 
growth. Per capita output can be divided 
into two components, labour productivity 
and work participation rate as in the follow¬ 
ing identity; 

O =. O. W ...(1) 

P W P 

O - output 
W = work force 
P - population 
O/P = Output per capita 
O/W = I.abour productivity 
W/P “ Work participation rate 
In other words, this paper deals with a com¬ 
ponent of output per capita, namely, labour 
productivity. This (labour productivity), in 
turn, can be partitioned into two com¬ 
ponents, land productivity and land-worker 
ratio: 

O , O . NSA ...(2) 

W NSA w' 
where NSA -• Net sown area 

(O/NSA) = Yield per hectare of net sown 
area or land productivity. 

(NSA/W) -- Land-worker ratio. 
Equation (2) can also be written as 

where 

9 9. . S'9A 1^3^ <3) 

W ciCA NSA W 

GCA = Gross cropped areas 
O/GCA - Yield per unit of cropped area 
GCA/'NSA - Cropping intensity or Index 
of multiple cropping 
NSA/W ■= Net sown area per worker. 

Equation (3) shows that level of labour 
productivity in any region can be increased 
by raising the levels of some or all of the 
above three components namely, yield, crop¬ 
ping intensity and land-worker ratio. Also, 
different regions may have the same level of 
labour productivity with different levels in 
each of these three components. The level 
of each component, in turn, is determined 
by various other factors as discussed below. 

(i) O/GCA = Yield per unit of cropped 
area. Given the soil, climatic and institu¬ 
tional factors, yield per unit of cropped area 
in a region can be increased through the 
intensification of inputs such as high 
yielding varieties, fertilisers, quality of irriga¬ 
tion, etc. 

(ii) GCA/NSA; The level of multiple crop¬ 
ping which indicates the frequency of 
cultivation on the net sown area of a region. 
The crucial variable which increases the 
cropping intensity in a region is the 
availability of water in a controllable form. 
It implies that cropping intensity can be 
increased more in irrigated areas than in 
rain-fed conditions. Apart from this, crop¬ 
ping intensity depends on several other fac¬ 
tors such as cropping pattern (which deter- 
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Table 4: Sources of Growth in Labour Productivity in Crop Producing Sector, 1962-65 io 1975-78 


Regions 

Labour Productivity (in RsV 

Exponential 

Percentage Contribution of 


(IHennium Ending) 
1964-65 1977-78 

Annual Rate of 
Growth in 
Labour 
Productivity 
62-65 to 75-78 

Yield 

(O/GCA) 

Cropping 

Intensity 

(GCA/NSA) 

Net Sown Area 
Per Worker 
(NSA/W) 


0) 

(2) 

(3) 

(4) 

(5) 

(6) 

High Giowdii Above 3.0 per cent 

J and K outer hiHs 

362.6 

762 0 

5.71 

118.86 

-12 63 

-6 23 

Gujarat dry areas 

1013 0 

1897 6 

4.83 

92.66 

11.77 

-4 43 

Punjab northern 

2173.2 

39641 

4.62 

99 63 

24 01 

-23 64 

Rajvthan north eastern 

799.9 

1417 3 

4.40 

88.52 

8 79 

269 

Jammu and Kashmir mountainous 

748.2 

1307 6 

4.29 

120.63 

62 82 

4219 

Haryana western 

1809.1 

3026 9 

396 

68.82 

7.70 

23.48 

Ihmil Nadu coastal northern 

995.6 

1648 4 

3 88 

92.85 

518 

197 

UP Himalayas 

510.3 

8419 

3 85 

59.43 

007 

40.50 

Haryana eastern 

1708.4 

2807 8 

3 82 

112.95 

2818 

-4113 

Punjab southern 

3163.5 

5131 5 

3 72 

114.61 

31.76 

46 37 

Gujarat Saurashtra 

16081 

24171 

3.13 

123 17 

7 65 

SO.82 

Mmlium Growth: between 1 3 to 3.0 per cent 
Karnataka inland southern 8S0.3 

12115 

2.72 

90.82 

21.58 

12.40 

West Bengal western plains 

972.6 

1321 5 

2.36 

37.47 

54.19 

8.34 

Maharashtra eastern 

762 2 

709 6 

2.34 

112.69 

2.40 

15 09 

Rajasthan western 

4864 

646 0 

2.18 

11813 

064 

18.77 

J and K Jhelem valley 

691.5 

913 9 

215 

69 39 

27 26 

3.35 

Assam hills 

1072 5 

1407 4 

2.09 

34 32 

14 86 

5082 

Rajasthan south eastern 

767.6 

976 3 

1.85 

165 18 

- 65.74 

0 56 

UP western 

1517 4 

1905 8 

175 

151 36 

22 24 

73 60 

MP northern 

851.2 

1052 2 

1.63 

80 07 

-007 

2000 

Low Growth: 0 to 1 SO 

UP central 

865.4 

10476 

1.47 

136’94 

-5 69 

-3125 

UP eastern 

648 8 

759 8 

1.22 

188.46 

180.39 

- 208.85 

Karnataka inland northern 

1040.5 

1212 2 

117 

286.64 

20 31 

-206.95 

Karnataka coastal ghats 

957.2 

10904 

1.00 

189.04 

914 

-98.18 

Maharashtia inlRnd western 

1065.9 

1197 9 

0.90 

267.31 

33.14 

-200.45 

Maharashtra coastal 

790.5 

8849 

0.87 

185.41 

815 

-93.56 

Bihar northern 

611.1 

679 8 

0.82 

88.70 

70.48 

-59.18 

Kertda southern 

998.7 

1106.9 

0.79 

528.56 

144.84 

-573.40 

Ikmtl Nadu coastal southern 

1072.5 

1167 9 

0.66 

272.51 

29.36 

-201.87 

Assam plains 

910.4 

983 8 

0.60 

16.11 

48 85 

35.04 

Maharashtra inland northern 

854.3 

9171 

0.55 

390.54 

32.52 

-323.06 

Bihar central 

832.4 

888.3 

0.50 

252.52 

-13.54 

-138.98 

AP inland northern 

746.9 

792 2 

0.45 

426.53 

73.38 

- 399.92 

UP southern 

916.1 

9699 

0.44 

249.25 

-89 60 

-59.65 

Bihar southern 

528.7 

558 8 

0.43 

130.12 

-74.17 

44.05 

MP western 

867.2 

906 5 

0.34 

173.98 

107.50 

-181.48 

Maharashtra inland eastern 

738.3 

772.0 

0.34 

44290 

75 78 

-418.59 

Maharashtra inland central 

800.4 

8326 

0.30 

559.44 

63.31 

-522.75 

Kerala northern 

864.0 

896 5 

0.28 

1028.63 

58916 

1517 79 

AP coastal 

1215.6 

12315 

0.10 

828.14 

113.94 

-842.08 

Karnataka inland eastern 

1120.2 

1127 5 

0.05 

580.82 

3199 97 

' 3680.79 

Ikmii Nadu coastal inland 

951.1 

954 3 

0.03 

6042.00 

-1894 8 

4047.2 

IMegallve Growth: Less than 0.00 
Gujarat plains northern 

1453.9 

1290.6 

-009 

- 265.49 

- 5119 

416.68 

West Bengal central plains 

1230.9 

1204.7 

-017 

-657 31 

-36017 

1117.53 

Orissa coasul 

1301.4 

1262.9 

-0.23 

912 

215.60 

306.48 

MP inland eastern 

637.9 

611.0 

-0.33 

-249.47 

-29.63 

379 00 

MP inland western 

955.9 

9116 

-0.36 

-137 08 

67.74 

169 34 

West Bengal eastern plains 

1551.3 

1475 6 

-0.39 

-313.93 

-285.31 

699 25 

AP inland southern 

1061.6 

963 7 

-0.74 

-175.72 

- 9.30 

285 02 

Gujarat eastern 

834.1 

723.6 

-1.09 

- 65.67 

28.60 

137 07 

MP eastern 

900.5 

779.0 

-1.12 

-79.76 

8915 

9061 

Orissa northern 

1082.0 

933.6 

-1.14 

15.78 

- 70.19 

154 41 

Rajasthan southern 

692.7 

588.3 

-1.26 

-60.51 

-3219 

192.69 

Gujarat plains southern 

1071.0 

893.1 

-1.40 

-71.01 

28.70 

142.31 

Orissa southern 

IISSjO 

950.7 

-1.48 

53.67 

-24.27 

70.60 

West Bengal Himalayan 

1373J 

1032.7 

-2.19 

22.28 

-106.47 

184.19 

All India 

962.7 

1116.4 

1.14 

166.7 

30.7 

-97.4 


A-69 
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mines the duration of crops), mcLhanisation, 
etc 

(ill) NSA/W Net sown area per worker 
This variable is determined by both techno 
logical and demographic factors It can be 
mcreased either by mechamsation or by shif¬ 
ting the workers to non crop activities or 
through migration to other areas (demo 
graphic factors) It also depends on cropping 
pattern of a region The demand per worker 
may decline if the extension in the total dura 
lion of cropping activities is obtained 
through labour saving long duration crops 
Thus, level and growth of labour produc 
tivity in a region is determined by the 
interaction of all these factors In this paper, 
however, w concentrate on the limited 
objective of decomposing labour producti 
vity into three components given in equa 
tion (3), without going into the analysis of 
factors responsible for the changes in each 
of these components 

In this paper, a multiplicative decomposi 
tion procedure is followiKl * In the first step, 
indices of all the variables are constructed 
as shown below 
L - labour productivity 

Index = - 

(0/W)„ 

where‘t’ and ‘o' refer to 1975 78 and 

1962 65 respectively 

Y. - Yield Index = 

(0/0CA)„ 

C - Cropping Intensity Index 
_ (GCA/NCA), 

(C^/NCA)^ 

N, = Index of Net Sown Area per Worker 
= (NSA/W), 

(NSA/W)„ 

Thus L, = Y, N, (4) 

By taking natuial logarithms and dividing 
by 13 (the difference between the two trien 
nia), we obtain exponential annual growth 
rates 

Ihus 0(1,) G(Y,)+ G(C,) + G(N ) 


Ihus 0(1,) G(Y,)+ G(C,) + G(N ) 

(I) 

where ‘G* stands for exponential annual 
growth rate The percentage contnbution is 
derived in the follwoing way 
O (L,) * _0^) X 100 X 100 

0(1.) G(L,) 

+ X 100 6 

G(L.) 


it IS worth noting the limitation of decom 
position exercise which gives only percentage 
contribution of the included components 
However, the mam aim of the present paper 
IS to throw light on some of the conceptual 
issue* without going into the factors respon 
sible for the changes in each of the com 
ponents of labou'- pioductivity This will be 
taken up in a sepaiate study 

fdj tmpincal evidence 

Laboui productivity shows wide dif 
ferences across regions in both triennia, viz, 
1962 65 and 1975 78 (see column 1 and 2 of 
Ikble 4) It ranges from Rs 363 (J and K 
outer Hills) to about Rs 3,164 (Punjab 
Southern) in 1962 65 triennium while the 
corresponding figures in 1975 78 were 
Rs 559 (Bihar Southern) and about Rs 5,132 
(Punjab Southern) In both the tnennia, 
labour productivity in the region of Punjab 
Southern was ten times higher to that of 
region with lowest labour productivity Also, 
inter region variation in labour productivity 
has increased during the period 1962 65 to 
1975 78 (see Ikble 5) However, there were 
wide differences within some of the growth 
classes twhen regions are classified on the 
basis of labour productivity growth) as 
shown in Ikbie 5 

The coefficient ot variation for labour 
productivity (O/W) was higher in both 
penods in the group of high growth legions 
However, mterregion variation has declined 
in the groups of high and medium growth 
regions The variation in the group of tow 
and negative growth regions was lower but 
It has increased in 1975-78 Regarding the 
components, variation in NSA per worker 
seems to be higher than yield (O/GCA) in 
all growth classes (except in the group of 
negative growth regions in 1962 65) The 
variation in cropping intensity was very low 
as compared to other two components of 
labour productivity, namely yield and NSA 
per worker The increase in mterregion 
variation in labour productivity of tdl India 
(total of 56 regions) seems to be more due 


to increase in the variation of NSA per 
worker rather than yield or cropping inten¬ 
sity (Table 5) It shows that variations in 
demographic factors (work force increase 
due to population growth) were responsible 
for increase in the inter-region variation in 
productiMty of workers 

fe) Sources of gronih 

As indicated earlier, we have decomposed 
labour productivity growth into three com 
ponents, viz, yield, multiple cropping and 
land worker ratio for each of the 56 regions 
in the study In most of the regions land 
worker ratio (NSA/W) has contributed 
negatively for the growth of labour produc 
tiviiy (see Table 4) However, yield growth 
was able to raise the growth in spite ol the 
negative contribution of land-worker ratio 
In some cases, cropping intensity was able 
to contribute tor the rise in labour produc 
tiMty in spite of the unfavourable pressures 
on land Nevertheless, in some hilly areas 
such as I and K mountains, UP Himalayas 
Assam hills and in two other regions (Assam 
plains Haryana western) land worker latio 
has contributed significantly for the rise in 
labour productivity It seems pressure on 
Lnd in these areas was declining as shown 
by the increase in NSA per worker Ihble 6 
gives growth rates for productivity yield, 
multiple cropping and land worker ratio in 
ditterem growth classes (based on labour 
productivity growth) It shows that the group 
of high growth regions has experienced high 
growth in yield and multiple cropping and 
low negative growth of land worker ratio 
These findings are reflected in the shares of 
output. GCA, NSA and workers (see Ikble 7) 
The shares in output, GCA, NSA for the 
group of high growth regions have increased 
in 1975 76 as comparcxl to 1962 65 while the 
share in workers did not increase during the 
same period The high percentage of non 
crop producing workers in high growth 
regions shows less pressure of workers in 
crop production (see Appendix II) Against 
this the shares in outjut, CCA for the 


Tabu 6 Compound Growth RausoKO/W), (O/OCA) (GCA/NSA) (NSA/W) 
Across Orowth Classes, 1962 65 to 1975 78 


Growth Classes 

(O/W) 

(O/GCA) 

(GCA/NSA) 

(NSA/W) 

High growth regions 

413 

386 

0 51 

024 

Medium growth regions 

2 02 

220 

191 

-0 37 

Low growth regions 

0 71 

160 

041 

-1 30 

Negative growth regions 

-0 76 

0 75 

1 55 

167 

Total 

114 

190 

0 35 

-1 11 


Tabi s < CuEFiKirNr oi- VARiArioN toR (O/W), (O/GCA), (GCA/NSA) and (NSA/W) by Growth Classes 
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grtupi of low and negative growth regions 
have declined The share of workers has 
increased only for negative growth regions. 
In these regions, non-crop producing 
workers are low (see Appendix 11) Hirning 
to Thble 6, It can be observed that the low 
and negative growth of labour productivity 
was due to low growth of yield and multiple 
cropping and high growth of workers 

Lewela of Labour l*roductivity in 
Agriculture and Rural Poverty 

in this section, (m-order to show the im 
portance of labour productivity) we examine 
the association between labour productivity 
in agriculture and rural poverty by using a 
state-level cross-section data in four different 


time points, vie, tnennia ending 1964-6S, 
1972-73, 1977 78 and 1982-83 Though the 
selection of time poinu is based on the 
availability of data on work force in agri 
culture, the above four ume points represent 
the periods of (a) pre-wheat revolution 
(b) transition stage (c) post-wheat revolution 
(d) mini lice revolution,respectively 
Various sources iiave been used to construct 
labour productivity and poverty ratios in this 
section " 

In the introduction, we have indicated that 
poverty is widespread among the wage 
dependent households Some estimates 
based on NSS data of 1963-64 and 1977 78 
suggest that the proportion of agncultural 
labour households bdow the poverty line for 
rural India as a whole increased somewhat 
from S2 per cent to 36 per cent (Bardhan, 


1984) Some studies on work force show'* 
that casual wage labourers have increased 
over the last decade Increase in the percoi- 
tage of casual wage labourers and their 
uncertain wages (see Appendu II for the 
differences across the regions) increases the 
proportion of poverty population in a 
region 

In this paper, however, our hypothesis is 
that ceteris panbus higher (lower) level of 
labour productivity m agncultuni wluch ic« 
fleets the sundard of living of the workers, 
leads to lower (higher) proportion of popula¬ 
tion below the poverty line m a state. Ihble 8 
gives labour productivity and poverty ratios. 
Inter-stete variation in both labour produ^- 
vity and poverty ratios has been increaung 
(except during the penod 1970-73 to 1973-78 
for labour productivity) over different time 


Table 7 

Shares ol Growth Classes in Terms of Output, GCA. 

NSA AND Workers, 1962 65 and 1975 78 


Growth Classes 

Output 

GCA 


NCA 

Workers 


1962 63 

1973 78 

1962 63 

1975 78 

1962-65 

1973 78 

1962 63 

1975-78 

High growth regions 

14 79 

20 60 

13 22 

16 43 

14 37 

1319 

1092 

10 37 

Medium growth regions 

12 38 

13 68 

1446 

15 12 

14 30 

15 47 

1164 

1128 

Low growth regions 

49 44 

46 24 

49 06 

47 71 

30 02 

48 22 

36 44 

33 80 

Negative growth regions 

23 19 

19 48 

2126 

20 74 

2111 

2112 

2100 

22 61 

Total 

10000 

10000 

100 00 

100 00 

100 00 

10000 

10000 

10000 

Table 8 Labour PaoDUcnviiY in Aorkllture and Rurai Poveriy Raiios lor Major Stahs 




Labour Productivity 








Ibriennium Ending (in Rs) 


Proportion of the Population Below the Poverty Line 


1964 63 

1972 73 

1977 78 

1982 83 

1964 63 

1972 73 

1977 78 

1982 83 

Andhra Pradesh 

733 9 

688 8 

719 6 

90718 

413 

43 8 

281 

17 3 

Assam 

638 0 

878 9 

801 2 

92012 

242 

289 

31 1 

16 3 

Bihar 

494 3 

3112 

3381 

492 70 

54 3 

56 2 

30 7 

319 

Gujarat 

982 8 

1023 9 

994 1 

1124 0 

49 8 

33 3 

23 9 

948 

Haryana 

— 

1896 6 

1931 9 

2193 3 

- 

12 9 

16 5 

9 57 

Karnataka 

722 0 

804 6 

749 7 

767 8 

551 

40 8 

39 5 

2873 

Kerala 

742 2 

733 5 

802 5 

842 9 

607 

49 8 

36 8 

22 96 

Madhya Pradesh 

648 9 

672 9 

611 2 

662 3 

421 

39 8 

36 6 

42 17 

Maharashtra 

683 7 

466 3 

744 3 

827 5 

591 

35 2 

48 8 

29 22 

Onssa 

803 4 

745 6 

707 0 

783 3 

619 

694 

64 1 

57 09 

Punjab 

1388 2 

2381 8 

2506 7 

3339 8 

26 3 

13 0 

82 

6 97 

Rajasthan 

4828 

388 2 

363 6 

623 4 

31 8 

38 0 

23 4 

23 49 

Tkmil Nadu 

790 4 

874 7 

893 9 

813 2 

57 4 

42 2 

416 

37 43 

Uttar Pradesh 

723 2 

8300 

934 3 

1109 3 

53 7 

468 

41 3 

39 80 

West Bengal 

Coeflicicnt of variation 

997 8 

1037 0 

9919 

818 8 

640 

52 2 

468 

38 39 

across states 

343 

331 

33 94 

68 33 

27 33 

37 33 

40 89 

5403 


Notes 1 Labour productivity is the ratio of 19 crop value of output to the rural work force m agriculture and allied sector Since dau on workers 
in crop-produang sector are not available for 1483, figures of the enure agncultural sector are used for all the time points 

2 For Kerala, value of output for three more crops, viz, tapioca, rubber, coconut are mduded 

3 Poverty lines given m the Appendix III are used for calculaung the proportion of the population below the poverty line 1 hese poverty 
lines have been obtained adjusting the poverty line of Rs 13 per capita (at 1960-61 prices) for the prices prevailing in different 
states. The consubier price-indkes for agncultural labourers m 1972 73, 1977-78 and 1983 are used for this purpose 

4 Work force datt relate to January 1963, 1973, 1978 and 1983 

Sources 1 Bballa, O S and Y K Alagh (197^ for the value of output m 1962-63 and 1970 73 

2 Agncultural Sltuatmn In Mk tor the producuon data ra 1973-78 

3 Estimates of area and productioa of pnncipol crops, Mininry of Agnculturc^ New Delhi 

4 1971 data on work force m agrkuttuic are lakm ffom K Sundaram These figures are obtained by applying the age vex lesidencc speciflc 
poniapatkm rates of 27th Rmind of NSS (1972-73) 

3 1964-63 work force data are the mtnpolatcd flgures from 1961 census 

6 1964-63 poverty ratios ore obtained from Ahiuwalia, M S (1978) 

7 32iid Round and the flrst two sub-Rounds of 38th Round are the sources for 1977 78 and 1983 

8 Fust, Second and Ddnl Qulnquenmal Surveys (NSS) on consumer expenditure are used for computing the poverty ratios in 1972 73, 
1977-78, 1983 respccuvely 
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pointi. Visually one can observe that the 
states with low poverty in 1983 (Punjab, 
Haryana, Gujarat) were having higher 
labour productivity while the states with 
high poverty (eastern states such as Bihar, 
Orissa, West Bengal) were having low pro¬ 
ductivity levels. In Rajasthan, rural poverty 
doa not seem to be related to labour pro¬ 
ductivity in agriculture. 

Rural poverty ratios (Ihble 8) are regressed 
on the levels of labour productivity in four 
points of time. A log-linear function'^ is 
used to examine the percentage change in 
rural poverty due to percentage change in 
the levels of labour productivity. 

Results of the cross-section regressions in 
the triennia ending 1964-65, 1972-73, 
1977-78, 1982-83 are the following- * 

POVT = Percentage of population below 
the poverty line. 

LBPR = Labour productivity. 

1964-65 

L.. POVT - 4.503 - 0.0995 1.. LBPR 
(0.261) 

N = 14 R* = 0.01 

1972- 73 

L . POVT = 10.2876 0.9819* In. LBPR 

" (0.165) 

N = 15 = 0.73 

1973- 78 

L . POVT = 10.2838 - 0.9994* In. LBPR 
(0.213) 

N = 15 R* » 0.63 
1982-83 

L,. POVT = 10.4532 - 1.0604* In. LBPR 
(0.230) 

N » 15 R* = 0.62 

Noir, * Signiflcant at I per cent level. 

Figures in brackets refer to standard 
errors. 

All the coefficients in the above regression 


equations have shown the expected negative 
sign. However, the association between rural 
poverty and labour productivity in the pre¬ 
wheat revolution period (1962'45) was not 
significant. 1\vo explanations can be given 
for this result. 

(a) Tlie poverty ratios for the year 1964-65 
are taken from Ahluwalia (1978) which are 
slightly different from our estimates of 
poverty in the later periods. Labour produc¬ 
tivity estimates may be sensitive to the 
estimation procedures.'* Moreover, the 
number of observations in this period are 
14 while the number in other periods is 15. 

(b) The other explanation is that labour 
productivity Ifvels might not have influenced 
the rural poverty in that period. 

Nevertheless, rural poverty for the other 
three periods (triennium ending 1972-73, 
1977-78 and 1982 83) was significant 
associated with levels of labour productivity. 
Though R^ has declined, the coefficient has 
been increasing over different time points. 
The conclusion that can be drawn from the 
above regressions is that the levels of labour 
productivity were able to explain major part 
of the variations in ruial poverty across 
states since early 1970s. The case of Eastern 
India lends special urgency for raising labour 
productivity since the states in this region 
were having low levels of labour productivity 
in agriculture and obviously high proportion 
of population below the poverty line. 

V 

Summary and Conclusions 

Main findings of the paper are the 
following: 

(i) Labour productivity (either productivity 
per total worker or male worker) in crop pio- 
dudng sector at the all-India level has shown 
a positive but low growth during the period 


1962-65 to 1970-73. This result runs counter 
to the findings of an earlier study which 
showed decline in labour productivity (per 
male worker) for the total of 281 districts 
during the same period. In our study signifi¬ 
cant increase was noticed in the growth of 
labour productivity when the later triennium 
of the above period was extended to 1975-78. 
Our flndings get support from a study on 
international comparisons of labour {uoduc- 
tivity which indicates that less dewloped 
countries (especially India and Philippines) 
were able to increase labour productirity in 
agriculture from 1960 to 1980 due to new 
seed fertiliser technology though thdr 
relative position has deteriorated as com¬ 
pared to USA (Kawagoe, T, Hayami, el a/, 
1985). However, the growth in labour pro¬ 
ductivity was much lower than that of land 
productivity. (2) Our results across 56 
regions during the period 1962-65 to 1975-78 
show that the so called ‘labour suction 
mechanism’ was not operating in Indian 
agriculture. In other words, the growth of 
work force in high agricultural growth 
regions was lower than that of low growth 
regions. (3) Sources of labour productivity 
growth (for the period 1962-65 to 1975-78) 
show that growth rates in yield and multi¬ 
ple cropping were able to raise labour pro¬ 
ductivity in spite of the negative growth in 
land-worker ratio in most of the regions. 
Growth of labour productivity in the group 
of high growth regions was due to rapid 
growth in land produaivity, multiple crop¬ 
ping and relatively less pressure on land. 
Against this, the groups of low and negative 
growth regions have shown relatively high 
growth in work force and low growth in yield 
and multiple cropping. (4) Rural poverty was 
significamly associated with levels of labour 
productivity since early 1970s. (5) In spite 
of the increase in labour productivity in 
agriculture (and the decline in poverty 
population) for the country as a whole; con¬ 
siderable regional imbalance are observed. 
The inter-state variation has been increas¬ 
ing for both labour productivity and rural 
poverty over different time points. The states 
in Eastern India (Bihar, Orissa, >Mst Bengal) 
were having high proportion of population 
below the poverty line in rural areas with low 
labour productivity in agriculture. 

To sum up, the paradox of the regional 
dimensions of Indian agriculture (as shown 
by the sources of labour productivity growth 
in this paper) is as follows: 

On the one hand, we have concentration 
of growth in land productivity and multi¬ 
ple cropping which was associated with 
rdativeiy low growth in agricultural workers. 
On the other hand, many of the regions have 
experienced low growth in yield and multi¬ 
ple cropping with relativdy higher growth 
in work force in agricuhuie It indicates that 
the relatioiuhlp between agricultural growth 
and density of work force on land has been 
weakening in India. 


Appendix I: State-wise Percentace Distribution of Work Force by Crop Groups, 1977-78 



Cereals 

and 

Oram 

Pulses 

Other 

Than 

Gram 

Cotton, 

Jute 

and 

Mesui 

OU 

Seeds 

Sugar 

Cane 

Roots, 

Veget¬ 

ables, 

Spices 

Not 

Else¬ 

where 

Clas¬ 

sified 

Total 

Agrii 

Produc¬ 

tion* 

Andhra Pradesh 

96.71 

0.06 

0.67 

0.45 

1.28 

0.80 

0.03 

100.00 

Assam 

99.96 

0.02 

— 

— 

0.02 



100.00 

Bihar 

99.74 

— 

— 

— 

_ 

0.19 

0.07 

100.00 

Gujarat 

71.80 

— 

9.67 

18.1 

0.09 

0.24 

0.01 

100.00 

Haryana 

99.65 

— 

— 

— 

* 

0.35 

— 

100.00 

Karnataka 

98.23 

0.09 

0.48 

0.22 

0.85 

0.41 

0.02 

100.00 

Kerala 

69.84 

w- 

0.04 

0.18 

0.25 

29.60 

0.09 

100.00 

Madhya Pradesh 

99.73 

0.03 

0.02 

_ 

0.01 

0.02 

0.19 

100.00 

Maharashtra 

91.62 

0.01 

5.58 

0.09 

2.56 

0.13 

0.01 

100.00 

Orissa 

99.12 

0.03 

0.01 

— 

0.12 

0.19 

0.17 

100.00 

Punjab 

99.08 

— 

0.92 

— 


— 

— 

100.00 

Rajasthan 

99.05 


0.79 

— 

0.12 

0.04 

— 

100.00 

Ikmil Nadu 

96.26 

0.03 

0.37 

0.80 

0.53 

0.79 

0.22 

100.00 

Uttar Pradesh 

97.20 

0.46 

— 

0.01 

1.93 

0.36 

0.04 

100.00 

West Bengal 

98.81 

— 

0.02 

— 

0.03 

1.11 

0.03 

100.00 

All India 

95.72 

0.03 

1.22 

1.08 

0.77 

1.13 

0.05 

100.00 


Aktts : * Industrial Division ‘00’. 

Smutt: NSS 32nd Round (1977-78), state-wise Reports (No 298) on the second quinquennial 
survey on employment and unemployment. 


Ar72 



Appendix 11: Percentaoe of Casual Waoe Lamuebiis, Aveiiaoe Wage Earninos and 
THE PEEC ENTAOB OF NON-CeOP pROOUCiNO WORKERS IN RURAL AREAS 1977-78 


Regions 

Percentuc of 

Casual LabouArs 

Percentage of 


Casual Whge 

Avenae Daily Wue EarninRS 

Non-Crop 


Labourers in 
Tbtal Agri¬ 
cultural Ikbrkers 
(main Workers 
only) 

Male 

Female 

Producing Rural 
Wirkers 


(1)' 

(2) 

(3) 

(4) 

Andhra Pradesh 

Coastal 

54.5 

3.87 

2.77 

28.89 

Inland, northern 

38.4 

3.41 

1.98 

26.76 

Inland, southern 

51.9 

2.99 

2.33 

23.95 

Assam 

Plants 

18.0 

5.57 

5.30 

27.32 

Hills 

3.3 

4.80 

4.35 

17.70 

Bihar 

Southern 

29.8 

3.63 

3.25 

20.81 

Northern 

50.9 

3.34 

3.05 

16.25 

Central 

37.5 

3.71 

3.18 

21.07 

Gujarat 

Eastern 

1.6 

3.01 

2.83 

21.43 

Plains, northern 

35.1 

4.01 

3 67 

27.22 

Plains, southern 

38.5 

3.33 

2.95 

25.41 

Dry areas 

29.1 

4.05 

3.62 

24.69 

Saurashtra 

24.4 

6.03 

5.08 

23.27 

Haryana 

Eastern 

17.2 

5.37 

4.58 

39.51 

Western 

7.6 

7 61 

5.08 

•33.41 

Jammu and Kashmir 

Mountainous 

4.1 

5 97 

4.10 

38.93 

Outer hills 

1.3 

5 63 

U‘1 

26.30 

Jhclem valley 

3.2 

6.04 

4 50 

37.09 

Karnataka 

Coastal Chats 

32.10 

4.51 

2.92 

43.84 

Inland, eastern 

36.49 

3.65 

3.06 

20.71 

Inland, southern 

39.44 

3.45 

2.34 

24.20 

Inland, northern 

45.09 

2.48 

1.65 

23.75 

Kerala 

Northern 

58.76 

6.15 

3.74 

67.43 

Southern 

47.80 

6.90 

4.74 

71.70 

Madhya Pradesh 

Eastern 

31.67 

2.58 

1.96 

8.38 

InlRnd, eastern 

32.68 

3.00 

2.06 

12.20 

Inland, western 

21.03 

3.19 

2.75 

17.66 

Western 

24.81 

3.01 

2.30 

13.88 

Northern 

22.18 

4.23 

3 26 

9.14 

Maharashtra 

Coastal 

40.99 

3.60 

2.75 

26 04 

Inland, western 

36.47 

3.00 

200 

22.77 

Inland, northern 

47.57 

3.27 

219 

18.85 

Inland, central 

39.56 

2.58 

1.60 

17.90 

Indian, eastern 

50.72 

3.10 

1.79 

15.15 

Eastern 

33.99 

2.75 

2.10 

30.45 

Onssa 

Coastal 

43.41 

3.40 

2.45 

22.67 

Southern 

38.92 

2.60 

1.94 

16.31 

Northern 

41.19 

2.92 

2 47 

19.34 

Punjab 

Northern 

18.58 

7.24 

4.53 

53.26 

Southern 

20.94 

7.72 

5.01 

44 22 

Rajasthan 

Western 

10.23 

5.06 

3.10 

32.60 

North eastern 

6.78 

4.38 

3.08 

35.24 

Southern 

9.40 

3.83 

2.77 

30.50 

South eastern 

12.16 

3.71 

2.92 

31.83 

Thmil Nadu 

Coastal, northern 

51.77 

3.49 

2.27 

29.18 

Coastal, southern 

47.59 

3.89 

2.10 

24.21 

Coastal. Inland 

50.60 

4.29 

1.86 

38.30 

Uttar Pradesh 

Himalayan 

1.70 

5.95 

5.50 

17.11 

Western 

16.88 

5.00 

5.23 

27.34 

Central 

17.73 

3.37 

2.74 

1991 

Eastern 

22.91 

2.89 

2.37 

2066 

Southern 

22.38 

3.52 

2.57 

17.10 

West Bengal 

Himalayan 

39.61 

4.03 

4.35 

31.98 

Eastern plains 

40.90 

3.70 

2.59 

32.71 

Central plains 

49.85 

•4.79 

3.48 

42.57 

Western plains 

40.65 

4.04 

3.15 

30.17 

Sourer. Unpublished data from 32nd Round of NSS. 




'ttlkriBhrm Public Ubrnfir 
Notes 

(The author is grateful to Chairman of the NSS 
Governing Council for granting permission to 
use some hitherto unpublished region-level data 
relating to the 32nd Round of the National 
Sample Sdrvey. The help extended by Paul 
Jaccob of NSSO while collecting the data in 
Calcutta IS gratefully acknowledged. Thanks 
are also due to S K Ray, K Sundaram and 
S D Ibndulkar for useful comments on an 
earlier draft Usual disclaimers apply.] 

1 An agro-climatic region is a collection of 
districts. The 27th Round NSS classifica¬ 
tion of regions is used in this paper. The 
excluded regions in our study are Delhi, 
Goa. Daman and Diu, Himachal Pradesh. 
Meghalaya, Manipur Plain, Manipur Hills, 
Nagaland, Pondicherry and Tfipura 

2 See (a) Alagh, Y K, G S Bhalla and Amit 
Bhadrui (1978); (b) Bhalla, G S and Y K 
Alagh (1983) 

3 Apart from the non-availability of com¬ 
parable data, the usual argument for not 
taking the female workers is that the 
analysis of male work force is likely to give 
a truer picture than the analysis of all 
workers because of the well-known problem 
of accuratdy classifying the economic status 
of women when they take part in the family 
enterprise 

4 A cross classification of rural households 
by mRjor source of household income and 
household monthly per capita consumer ex- 
,penditure reveals that ‘agriculture labour 
‘households’ farming less than 30 per cent 
of all rural households accounted for 44 per 
cent of households below the poverty line 
in 1977-78. See Sundaram, K and S D 
Ibndulkar (1983c). 

5 See Mahendra Dev. S (198S). for the list of 
19 crops and data sources. Tlie value of out¬ 
put is in 1970-71 constant all-India prices. 
These prices are obtained from Bhalla, G S 
and Alagh,Y K (1979),“IVrformance of In¬ 
dian Agriculture: A District-wise Study". 

6 See Sindhu, M S and S S Crewal (1984). 

7 Even if the regions are classified on the basis 
of yield growth during the period l%2-63 
to 1975-78. growth of work force in high 
growth regions was lower than other growth 
classes as shown m the following Table 

Table A: Growth Rates or Work Forces 
IN Agriculture Across Growth Classes 
Formed on the Basis of Yield Growth 
1962-65 TO 1975-78. 


Growth Classes Compound 

Growth Rates 

High (above 3.0) 0.99 

Medium(1.3 to 3 0) 1.25 

1 j>w (0 to 1 5) I 32 

Negative (less than 0) 1.40 


8 One may argue that we have uken only 19 
crops for the value of output in agriculture. 
Even if we take the value of output for the 
entire agricultural sector, labour productivi¬ 
ty has been rising as shown in the follow¬ 
ing Tbble. 
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Table B Labour pRODucri\ix> ior 
AluIndia in Aork llh ri and 
Ali ibd A« riviTiRV 


1W9 62 932 64 

1969-72 978 78 

« 1976-79 1042 2J 


Afoier (1) NOP originating agnculturc 
and allied activities is used for 
the value of output (without 
mining and quarrying) 

(2> The tiiennia are selected to suit 
the data on work force in 
agnculture and allied activities 
Sourves (I) National Account Statistics for 
NOP originating from 
agriculture 

(2) For the work force, in 
agriculture 1961 Census, 1971 
Census adjusted by using 27th 
Round participation rates and 
32nd Round of NSS 

9 Bhalla and Allagh (1979) have used this pro 
ceduie for decomposing the output across 
districts 

10 Rice production has increased sigmricant 

' ly in northern slates (particularly m Punjab) 

in late 1970s Production of rice in Punjab 
touched 3 million tonnes in 1978 79 Due 
to this, we are calling the post 1977 78 
period as mini nee revolution period 

11 Wk have used 38th Round data on work 
force in agriculture for estimating labour 
productivity in the tnennium 1980 83 
These are unscrutinised and provisional 
data 

12 See Krishnamurthy, J (1984) 

13 We have also tried linear function The 


retults 

are the following 


64 65 

POVT - 55 70 - 

0 0088 LBPR 

f 


(0012) 

R^ » 003 

70 73 

POVT - 64 95 

0 2381 LBPR 
(0 0055) 

- 0 59 

75 78 

POVT - 56 27 

0 0196 LBPR 

^ 80-83 


(0 0056) 

R^ = 048 

POVT 4214 

001257 
(0 0043) 

i 


R' = 036 


Vo/e Figures in the brackets denote 
standard errors Though R^ is low, 
the same relationship ts noticed as ui 
log linear function 

14 Since labour productivity estimates seem to 
be sensitive to the estimation procedure ot 
poverty ratios, we have regressed diffetem 
estunates of rural poverty ratios, uken from 
Hanumantha Rao, C H (1985), on labour 
productivity estimates for the periods 
1977 78 and 1983 84 The retatieAiship bet 
ween rural poverty and labour r,>roductii ity 
was becoming stronger as shrjwn by R’ in 
the following results 
1975 78 

InPOVl 9 174 - 0 7955 LBPR 
(0175) 

R^ - 0632 

1980 83 

InPOVT 9 213 0 8298 LBPR 

(0 116) 

R^ - 0 810 

Note Figures in ihr brackets denote stan 
dard errors 
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Growth of Productivity in Indian Agriculture 

Some Unfinished Components of Dharm Narain’s Work 

C G Ranade 

In his pioneering article on the sources of growth of agricultural productivity during 1952-53 to 1972-73 in India, 
the late Dharm Narain had shown that in the period prior to the Green Revolution, the locational shift of crops 
had significantly contributed to growth along with the cropping pattern effect, while in the latter period it was 
the pure yield eff&it which was mainly, responsible for growth. There are, however, anomalies in the data used 
by him. With the data corrected.for the anomalies one gets an exactly opposite result. An extension of his work 
for the period upto 1982-83 suggests that locational shifts in fact became important in the post-Green Revolution 
period as area under short duration rice varieties expanded in Punjab and Haryana. 


I 

Introduction 

IN his pioneering article on the sources of 
growth of agricultutal productivity in India, 
the late Dharm Narain had examined the 
contribution to growth by changes in crop¬ 
ping pattern, locational shift and pure crop 
yields in the pre- and post-Green Revolution 
periods, from 1952-33 through 1972-73.' 
While his methodology was merely 9 in exten¬ 
sion of the methodology developed by 
Minhas and Vaidyanathan for decomposing 
growth into cropping pattern and yield 
effects, Dharm Narain was interest^ in 
studying, in addition to these two effects, the 
locational shift effect.^ He was concerned 
with the fact that the rate vOf growth of pro¬ 
ductivity had increased only slightly in the 
post as opposed to the pre-Creen Revolution 
period. His study concluded that the growth 
of productivity during the 19S0s was mainly 
due to the cropping pattern and locational 
effects; while during the 1960s the major 
factor influencing ihe growth was the pure 
yield effect, which was a result of techno¬ 
logical change. 

This finding is very important because it 
demonstrates that even in the absence of the 
modern seed-fertiliser technology, one can 
increase the agricultural productivity by 
encouraging farmers to grow more of high 
value crops (cropping pattern effect) and by 
tapping the comparative advantage of 
regions by shifting important crops from the 
low-yield to high yield regions (locational 
shift effect). This important aspect of 
Dharm Narain’s article is reiterated by 
K N Raj in his prelude to a recent book on 
some other work other work of Dharm 
Narain, where Raj, says; “Though it was 
widely known that the yield increases were 
more important in the latter decade, the 
nature of the changes in cropping pattern 
and location that took place in these decades 
raises very interesting questions about their 
future roltf** 

Dharm Narain iiad written the above 
article exactly ten years back and if one 
reviews the literature on this subjea since 
then, the following picture emerges.^ First, 
various researchers have followed the 
Minhas-Mddyanathan approach for the 
analysis of iQricultural pr^uction at state 


level.’ However, nobody api>ears to be con¬ 
cerned about the locatioiiid shift. Second, 
Vidya Sagar haj extended the Minhas- 
Vaidyanathan approach by incorporating the 
price effect.* Third, the approach of 
Dharm Nandn’s article and the ^ated ctm- 
clusions have come under criticism, parti¬ 
cularly by Vidya Sagar.’’ Fourth,,in another 
important article reviewii^t the growth of 
agricultural productivity ‘ during 1948-49 
through 1977-78, T N Srinivasan has raised 
an issue of whether “there is as yet no Green 
Revolution",* T N Srinivasan .uses the index 
of productivity for this purpose but does not 
decompose it in order to sort out the effect 
of Green Revolution. Fifth, there has not 
been any ectension of Dharm Narain’s work 
for the .period after 1972-73. Now that the 
relevant data are available upto 1982-83, 
such an extension is possible and can throw 
useful light on the role of the locational shift 
in the second generation of the Gieen 
Revolution. Sixth, apart from India, to my 
knowledge there has not been any applica¬ 
tion of Dharm Natain’s work for other 
countries in Asia or Africa. 

On the basis of the abow status of the 
literature; I decided to examine the contribu; 
tion of the locational shift effect to the 
growth of production during 1972-73 to 
1982-83. The focus of this analysis was only 
on rice production because of the followiitg 
reasons. First, according to Dharm Narain’s 
analysis, the contribution of rice to the loca¬ 
tional shift effect was substantial (about 61 


per cent). Second in terms of the area under 
diffoent crops rice ranks first and the next 
.are sorghum and millets. Third, the re¬ 
searchers like T N Srinivasan had concluded 
that there was no Green Revolution (upto 
1977-78) for this most important crop in the 
Indian agriculture. 

During the course of the analysis, 1 
discovered certain anomalies in the data used 
by Dharm Narain. The present paper grew 
out of this discovery. The purpose of this 
paper is; (1) to explain the anomalies, (2) to 
correct the data for those anomalies and re¬ 
do the decomposition analysis for the 
periods 1952-53 to 1961-62 and 1961-62 to 
1972-73, (3) to extend the analysis for the 
period 1972-73 to 1982-83, and (4) to study 
the related implications. 

The paper is divided into four sections. 
The anomalies in the data are discussed in 
Section II. Section III attempts, to correct 
the data and re-estimates the decomposition 
of the growth of productivity for the period 
1952-53 through 1972-73, and extends such 
estimation upto the period 1982-83. Finally, 
Section IV discusses implications of the 
results. 

The analysis done in this paper is based 
upon two data sources. For the periods 
1952-53 to 1972-73 the analysis draws upon 
the data left by Shakuntala Mehra.at the 
International Food Policy Research Institute 
(IFPRI), Washington, DC. These are un¬ 
published data and were adjusted for com¬ 
parability of area and production of crops 


Table I; Absolute Change tN Pboductivity Per Hectare 

{Rupees) 


Period 

Cropping Rittem Effect 

Locational Effect 

Pure 

Tbul 


Pure 

Inter- 

(a) 

Pore 

Inter- 

(c) 

Yield 




action 

+ 


action 

4 

Effect 



(a) 

(b) 

(b) 

(c) 

(d) 

(d) 



Average for the 









triennium ending 
1934-35 









TKennium ending 

-13.43 

1.01 

-12.42 

-2.06 

-9.74 

-1(.80 

-10.75 

-34.97 

1961-62 as base 



(35.2) 



(33.8) 

(30.9) 

(100.0) 

Average fm the 









trieiuiium ending 
1973-73 









Diennium ending 

15.55 

7.83 

23.38 

3.37 

2.97 

6.34 

46.85 

76.56 

1961-62 as base 



(30.5) 



(8.3) 

(61.2) 

(100.0) 


Sourer. Dharm Narain, op cit, p 8. 
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over time. Dharm Narain does not provide 
us the source of the data used in this paper. 
However, a comparison of the analysis done 
in this paper based upon the data at IFPRI 
with that done Dharm Narain shows that 


he had used the same data for his paper. The 
analysis for the period 1972-73 to 1982-83 
is based upon the Estimates of Ana and 
Production Cro/a published by the Ministry 
of Agriculture and Irrigation.'*’ 


Table 2; State-wise Componeivts of Pure Locational Effect fob Rice for Period 19SI-S2to 
l%l-62 WITH Triennium Endinq 19S4-SS and 1961-62 as Base Periods* 

(Including ‘Rest of India’) 


State 


W|»t “**iio)Yta, 

(1) Andhra Pradesh 

-12.36 

-13.64 

(2) Assam 

0.63 

0.60 

(3) Bihar 

11.47 

14.23 

(4) Oujarat 

-0.19 

-0.24 

(3) Haryana 

-3.31 

-2.33 

(6) Karnataka 

-1.13 

-1.47 

(7) KeraU 

2.26 

3.02 

(8) Madhya Pradesh 

1.94 

2.34 

9) Maharashtra 

-0.30 

-0.36 

(10) Orissa 

6.61 

7.13 

(11) Punjab 

-3.14 

-2.23 

(12) Ikmil Nadu 

-7.98 

-9.87 

(13) Uttar Pradesh 

-1.90 

-2.36 

(14) IKbst Bengal 

14.03 

14.30 

(13) Rest of India 

-64.83 

-20.71 

Ibtal 

-38.44 

-11.81 


II 

Certain Anomaliea 

Dharm Narain had used the following 
formula for decomposing the total absolute 
increase iq productivity with the base 
period—0. 




(I) 


where. Y, « the value of gross agribultural 
productivity during the time 
point-t at the base year prices, 
C„ » the share of i-th crop in the 
gross cropped area. 
dj„ = the proprotion of area under 
crop i in s-th region and 
Yj.,, = the of i-th crop in 
s-th region. 

The change in productivity was then decom¬ 
posed as follows by Dharm Narain 
V. - Yo =ZXC„d,„(Y„, - 

^ ^lO WlM ” P,o 


Notes- * These are in terms of kilograms per hectare, 
the triennium ending 1934-SS. 

O = the triennium ending 1961-62. 

Table 3; Area Under Rice tor Triennium Ending I934-SS, 1961-62, 1972-73 and 1982-83* 

(Including ‘Rest of India’) 

State _ THermium Ending _ 

19S4-SS 1961-62 1972-73 1982-83 


(1) Andhra Pradesh 

(2) Assam 

(3) Bihar 

(4) Oujaiat 
(3) Haryana 

(6) Karnataka 

(7) Kerala 

(8) Madhya Pradesh 

(9) Maharashtra 

(10) Orissa 

(11) Punjab 

(12) Runil Nadu 

(13) Uttar Pradesh 

(14) West Bengal 

(15) Rest of India 

(16) All India 


242,248 

306,811 

(7.898)** 

(8.967) 

138,068 

174,140 

(3.153) 

(3.090) 

311,336 

310,393 

(16.677) 

(14.918) 

30,726 

57,637 

(1.654) 

(1.685) 

6,433 

14,678 

(0.210) 

(0.429) 

96,238 

111,072 

(3.138) 

(3.246) 

75,657 

76.694 

(2.466) 

(2.242) 

378,033 

411,916 

(12.324) 

(12.039) 

116,638 

131,968 

(3.803) 

(3.837) 

386,778 

404,776 

(12.609) 

(11.831) 

13,604 

22,474 

(0.444) 

(0.657) 

199,222 

243,498 

(6.495) 

(7.173) 

364.193 

417,050 

(11.873) 

(12.189) 

448,870 

434,060 

(14.634) 

(13J71) 

19,114 

82033 

(0.622) 

(2.404) 

3X167.400 

3.421.400 

(100.00) 

(100.00) 


316,312 

367077 

(8.470) 

(9.286) 

200,133 

227,847 

(3.339) 

(5.761) 

513,279 

313,820 

(13.744) 

(12.991) 

43,611 

48023 

(1.221) 

(1024) 

28068 

48,900 

(0.760) 

(1.236) 

109,679 

111,477 

(2.937) 

(2.819) 

87,444 

80013 

(2.341) 

(2.028) 

449,636 

483,113 

(12.040) 

(12.213) 

132,422 

130,177 

(3.546) 

(3.797) 

434094 

410070 

(12.167) 

(10.391) 

43,849 

123,367 

(1.174) 

(3.175) 

274066 

215,773 

(7.3441 

(3.436) 

433023 

321,317 

(12.189) 

(13.181) 

300,887 

308037 

03.412) 

(12830) 

123,073 

141,992 

(3096) 

(3.390) 


Notes: Area it in hundred hectares. 

Figures in the parentheses are pocentages of area under rice in that state in the total 
area under rtae (dist). 


3,734,600 3,933.123 

( 100 . 00 ) ( 100 . 00 ) 


+ TZC„(d,,, - d,J(Y,.. - Y,„)P„ 

+ • C^) Y,„ P,, + 

- Ci,^(Y„ - YJP,„ (2) 

The term$ on the right hand side arev respec¬ 
tively: pure yield effect, pure locational 
effect, locational interaction effect, pure 
cropping pattern effect and cropping pattern 
interaction effect.' 

Using equation (2) Dharm Narain had 
derived the contribution of these effects to 
the total change in productivity between the 
periods 1932-53 to 1961-62 and 1961*62 to 
1972-73 by using the. triennium ending 
1S161-62 as the base period. These results ate 
reported in Tkble 1. The results are sign!- 
ncant. They show that during the pre-Oieen 
Revolution period (I952-S3 to I961-(a) the 
contribution of the pure yield effect was only 
30.9 per cent, while in the post-Oraen 
Revolution period (1961-62 to 19^73) it had 
increased to 61.2 per cent. 

There is however an anomaly in the results 
derived by Dharm Narain regarding the loca¬ 
tional interaction effect for the poiod 
1952-33 to 1961-62. While explaining this 
anomaly, I am presenting all the necessary 
data for readers to verify the discussion 
(Ihbles 2, 3 and 4). 

From Ikble 1 note that the locational 
interaction effect is negative and is.also of 
the magnitude larger than that of the pure, 
locational effect. By examining equation (2) 
it can be seen that this implies that at 
Idast for one crop, in the case of certain 
sutes their share in area increased (de¬ 
creased) while the yield of that ^rop in those 
very states had ex^enced a diarp decline 
(increase) during the period 1952-53 to 
1961-62, with the triennium ending 1961-62 
as the base period. 


A.76 



tCONOmC AND P(H,inCAL «tBEKLY 

vi 


From hit paper it can ^ verified that the 
locational interaction effect for rice for the 
period 1952-53 to 1961-«2 was -5.7.» That 
it, the contribution of rice was about 61 pN 
cent of the total locational interaction effect 
(-9.74) for all crops together. 

It will be interesting to see for which states 
rice yield had increased-while the share in 
rice area had decreased. With this motiva¬ 
tion, Ihble 2 presents the state-wise com- 
ponenu of the pure locational effect (dist- 
diso) for rice for the first period with 
triennium ending (ts) 1954-55 as well (0>) 
1961*62 as the base neriod. 


(1) Andhra Pradesh 288,046 

(1.156)** 

(2) Assam 158,385 

( 1 . 002 ) 

(3) Bihar 333,713 

(0.652) 

(4) Gujarat 30,923 

(0.609) 

(5) Haryana 9,718 

(1.510) 

(6) Karnataka 102,689 

(1.067) 

(7) Kerala 76,356 

(1.009) 

(8) Madhya Pradesh 257,885 

(0.682) 

(9) Maharashtra 108,104 

(0.927) 

(10) Orissa 328,709 

(0.850) 

(11) Punjab 20,053 

(1.474) 

(12) Ihinil Nadu 233,696 

(1.173) 

(13) Uttar Pradesh 218,996 

(0.601) 

(14) Wnt Bengal 461,766 

(1.029) 

(15) Rest of India 66,227 

(3.639) 

(16) AU India 2,687,266 

(0.877) 


The locational interaction effect for rice 
during 1952-53 to 1961-62 is then,'^ 

YiJC.oP.o 

la] 

= (-58.44 + 11.81) (0.2250K0.5599) 

= -5.87 (Rs per hectare) (3) 

Thus our estimare of the locational inter¬ 
action effect for rice is very close to that 
derived by Dharm Narain which was -5.7. 

From Ihble 2 it can be seen that it is the 
‘Rest of India’ which has contributed the 
ma»um to the locational interaction effect. 


391,445 

458,527 

748,750 

(1.276) 

(1.450) 

(2.039) 

165,043 

202,212 

244,607 

(0.948) 

(1.01(Q 

(1.074) 

413,110 

463,108 

431,727 

(0.809) 

(0.902) 

(0.840) 

43,853 

42,089 

59,407 

(0.761) 

(0.923) 

(1.227) 

i7,071 

48,598 

125,100 

(1.165) 

(1.713) 

(2.558) 

151,212 

193,306 

221,143 

(1.361) 

(1.762) 

(1.984) 

103,603 

134,189 

130,683 

(1.350) 

(1.535) 

(1.629) 

338,170 

349,503 

376,177 

(0.821) 

(0.777) 

(0.779) 

137,249 

125,888 

224,827 

(1.040) 

(0.951) 

(1.497) 

371,910 

398,133 

368,360 

(0.919) 

(0.876) 

(0.896) 

23,739 

85,429 

370,833 

(1.056) 

(1.948) 

(2.953) 

356,144 

540,067 

435,533 

(1.451) 

(1.969) 

(2.018) 

311,791 

358,309 

566,573 

(0.747) 

(0.787) 

(1.087) 

483,136 

595,348 

608,243 

(1.064) 

(1.189) 

(1.197) 

95,591 

156,477 

200,044 

(1.162) 

(1.271) 

(1.409) 

3,403,067 

4,151,283 

3,112,007 

(0.995) 

(1.112) 

(1.293) 


At the same time^ the share of the ‘Rest of . 
India’ was only 0.62 per cou in the totid tioii'; 
area during the triennium ending IRSd-SS-' 
which increased to 2.40 per cent during titef. 
triennium ending 1961-62 (Ihble 3). In con-; 
trast to this the yield of rice in the ’Rest of : 
India’ experience a sharp decline dusil^, , 
this period (Ihble 4). 

What is anomalous is that the yield of rice 
for the 'Rest of India’ was the highess-iiy 
1952-53 (3.64 tonnes per hectare) compare; 
to all other states and compared to ail otfim? 
periods. Even Puiiiab did not reach that 
during the triennium ending 1982-83, evtfp . 
though compared to the triennium endingj 
1954-55 Punjab had experienced a doubii«||| 
of the rice yield. 

From his paper it is clear that Dharnl 
Narain was perturbed about this negative'' 
interaction effect, and hetried to nplain th^ 
as follows, 

If the states which improve over time thriti 
relative share in the total area under a crop 
also register increases in its per hectare yi^ 
and ice versa, locational interactions should 
make a positive contribution to productivity 
growth. While this is the case in the second 
period, what we find in the first period is its. 
very opposite. What appears surprising atj 
first sight becomes clear when we recall that' 
changes over time in either direction art' 
measured from the base period which, in tiie 
case of the official indbe, belongs somewhere- 
in the middle rather than the beginning of 
the period under study. 

Thus Dharam Narain thought that since 
he bad coiisidered the triennium ending 
1961-62 as the base period, the sign of the 
interaction effect was negative. Later on 
Vidya Sugar pointed out the error in this 
logic However, Vidya Sagar’s criticism is 
also not free from errors. 

Vidya Sagar’s criticism of the approach 
of Dharm Narain’s paper was about the use 
of the triennium ending 1961-62 as the base 
period for decomposing the growth of pro¬ 
ductivity between 1952-53 to 1961-62. 
Changing the base period from 0 to t. In 
equation (2) Vidya Sagar correctly derived, 
a new equation in his paper. According to 
him the change of base period changes the. 
estimates of pure effects while those for the 
interaction effects remain unchanged. It can 
be easily verified that indeed this should be 
the case for the cropping pattern interactitm 


Notes: * Production is in hundred tonnes. 

** Figures in the parentheses are the yield per hectare (in tonne). 


Table 4: Pboduction and Yield of Rice roa Triennium Ending 1954-55,1961*62,1972-73 and 

1982-83* 

(Including ‘Rest of India’) 

State_ TKennium Ending _ 

1954-55 1961-62 1972-73 1982-83 


Table S: Absolute Change in Rice Pboductivitv Per Hectare (Rupees)* 


period 

Cropping ftttern Effect 

Locational Effea 

Pure Yield 
Effect 

Ibtai 

Pure 


mssm 

Pure 

Interaction 

Ibtal 

(i) IHennium ending 1954-55 

-1.160 

-0.177 

-1.337 

1.149 

-0.040 

1.109 

15.33 

15.10 

and 1961-62 



(-8.85) 



(7.33) 

(101.52) 

(100.00) 

(U) IHennium ending 1961-62 

3.231 

0.375 

3.606 

0.292 

0.639 

0.931 

13.34 

17.88 

and 1972-73 



(20.18) 



(5.21) 

(74.61) 

(100.00) 

(hi) IHennium ending 1972-73 

4600 

0.757 

5.357 

0.631 

4.303 

4,934 

18.25 

28.54 

and 198243 



(18.76) 



(17.29) 

(63.95) 

(100.00) 


Nout * Throughout these calculations the price of rice is equal to Re 0.5621 per kilogram. This is derived as the ratio of value of rke output. 
PCT hectareequtf to Rs 557.10at reported by Dharm Narain divided by the all-India yield of rice at 0.991 tonnes per hectare as computed 
Jb Appendix 1.2. 
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>1 CwitlMiMii, 

It b (i^ plei&ure to weicooie 
to the 49th Annual General 
tmgofour Bank fhe 
/tnnual Report ft Finantial 
Staternents relating to the year 
ending the 31 st Deiembw 
1965 have already been 
dttulated and with your 
permission I take them as read 


^yeai 1985vvitnes%da 
latisfactory deposit growth rate 
Which IS tentatively placed at 
18% in tile banking sector The 
Reserve Bank of India lia< 


succeeded in maintaining thi 
rate in the current year 
e expect to sliow still better 
performance in deposit growth 
In Che year 1986 With a view to 
keeping the rate of inflauon and 
, the price level under control 
I ttroughout the year 1985 the 
Reserve Bank of India continued 
to adopt selectively restrictive 
credit policy which however 
ensured that the genuine credit 
requirements of priority sectors 
were tolly met 
■•MeaJttbIleaYser 
The Bank was incorporated as a 
y fubkc Umited Company on the 
17th October 1936 and started 
Its banking operations on the 
Rth March 1937 It has 
therefore been decided to 
tsiebrate 1986 as a Golden 
Jubilee fear Accordingly a 
momentous function was 
organised at Sataia on the 8th 
Mvrh this year as a part of the 
celebration It was presided 
owerbyHon larkatiith 
Laxmanshastn Jostii and Hon 
Shn V N Gadgil Minister of 
^te for Information and 
Broadcasbng was the Chief 
Guest A Souvenir Was 
published on this occasion 
Since the year 1986 has also 
been declared as a Customer 
‘ Service Yeai we have 
k^oduced four new deposit 
schemes from April 1986 We 
tiave already deCKted to set up 
the Merchant Banking Cell 
Which will start functioning in 
August this yeai As a taken of 
I 0ur respecttol homage to the 
memory of our Founder we 
propose to establish in this 
CoKten Jubilee Year a Trust vi; 

* ^nnasahebChirmule 
fbundation tohelpchantable 
s fUiuses by which he stood 
. toroughout his life I he 
arangemeiits in this regai d are 

E itageandaie 
be completed 

ake a look at the 
eof our Bank on 
Its during the year 

tal 

change m the 


Q 

statement of 
the Chairman 
Shri A.G. Pandit 

authonsed c ipital and paid u(. 
capital of the Bank which stood 
at Rs 75 00 lacs iiid Rs 50 00 
lacs re'^ptitively during the year 
underreport AspfrRie 
Reserve Bank of India a 
lirertive the r itio of own funds 
to deposits has to be riased by to 
4 5% by 1990 Hence your 
Board of Directoi s have decided 
to raise the paid op capital from 
Rs 50 lacs to R 1 /5 lars and 
have proposed to u'ue 50 000 
shares of R$ 50 each to the 
existing sliaie holders on right 
basis It has also been decided to 
raise the Authonstdf apital 
from the existing Rs 75 lacs to 
Rsi’crorrs The relative special 
re'olutions have been placed 
before you for consideration at 
this meebng 


THE UNITED WESTERN BANK LIMITED 
mechaiiisatioii 

essential for prompt & efficient 
customer service & 
reliable^ quick information flow 

Excerpts from the speech delivei ed at the 49th Anntlal General Meeting 
of the share holders on 19th June 1986 at Satara 


11V 1985rti showsaiiseof 
Rs 8 40 emres during che yeai 1** ^'he as 1 S% 

as against Rj l/53croresrise 
dunng the yeai 1984 The Security 
smaller i ise was lue to the During the recent past we 


stepping up of statutory liquidity observe with qieat concern the 
ration by the Pt erveBankof spate of bank robber lesaie 
India fi om J6% to 3 7% and a jO taking place in the Country 
due to I cforTs intioduced in especially in the Metropolitan 
mainterianc i f ‘‘I R on daily Cities like Bombay Pune ft New 
basis Delhi etc I would therefore 

‘r<Js upon the Government to 

imie 1 f ct ir-h > 12. 


During the year under report 
Rs 23 50 lacs have been 
transferred from the net profit 
of 1985 to the statutory 
reserves and Rs 10 50 iks have 
been transferred from 
conbngency accounts The total 
statutory reserves have 
therefore gone up to Rs 14350 
lacs at the end of the year 
DtpouRi 

We have reached a deposit level 
of Rs237 75 crores and 
achieved a growth of Rs 34 06 
crores in our deposits during 
the year giving a growth rate 
of 16 72% as against last year s 
13 12% The growth rate in 
average deposits however 
slipped marginally from the last 
year5l51?%tol50l%of 
this year 

From year to year banks are 
lacing stiff competibon from 
Govei nment and Public hector 
in mobiiisatian of deposits 
RpcenUy the Government has 
announcc>d two measures to 
boost the capital market A 
Mutual Fund is proposed as a 
subsidiary of the Unit Trust of 
India to provide a channel of 
II vestment for small investors 
Investments in units of this fund 
will be eligible for exernptio i 
from capital gams tax Also nrw 
senes of Public Sectoi Bonds to 
tap savings of rural public in 
particular and investor cla iS in 
geraiai are being floa'ed 

All such tunds tapped from the 
public will obviously not lemain 
in private sector banks and thus 
we apprehend i flight of 
individuil deposits which is the 
backbone of the private sector 
banks like 01 IS to a 
considerable extent We shall 
theiefoie have-toputin 
vigorous etforts to maintain 
and fpjssiWe mproveoui 
P'escntgiowtf rate 
MvaiKM 

Total advances have reached a 
levelofRs 12666croreson 


Durnytheyeir we continued 
to play out due ole in the 
Naboi al Fcoi mnic 
Development hyrespoiidirg 
positirtly to various 
Government policies in respect 
of lending pi lority Sectors 
and Weakc t Sections of the 
Society Our priority sector 
ad antes incrHai-pd from 
Rs 19 40 ctoies to Rs 53 83 
cioi es as on 11 St December 
1985 I am tuppy to note here 
that we have c roj^ed the 
.stipulated perci ntage of 40% 
for priority Sector Advances In 
fact the percentage of priority 
sertor advances to total 
advances has (lac hed a level of 
42 50% Our Agricultural 
Advances increased by Rs 3 22 
crores and reached a level of 
Rs 11 22 Cl ores on the last (Jay 
of December 1985 The 


especially in the Metropolitan 
Cities like Bombay Pune ft New 
Delhi etc I would therefore 
irqe upon the Government to 
take suitable measures for 
invesuqatinq such enmes ft 
detecting the culprits on urgent 
basis 

MccbanUatlon ft Staff 
Unlom 

In my speech at the General 
Body Meeting last year lhad 
II formed you about the 
Industry Level Derisicn to 
introduce mechanisation in the 
selected an as of the bank s 
operations Wt have since made 


the Union Representabves that 
the human factor involved in 
the introduction of 
methanisabon will be 
considered very sympathetically 
It IS fbr the Union to recogni/e 
the environment in which we 
have to operate and see the 
issue in the correct perspecbve 
I am sure ulbmately good sense 
will prevail 

Staff RMatioiii 

' would be pretending and I 
would be running a serious risk 
of being found out if I make a 
routine statement that the staff 
relations were cordial dunng 
the year' While there was not 
much of labour trouble in 1985 
the recent outbreak of 
confrontation between the 
management and the 
employees union has shown 
that the bipartite machinery has 
failed because of absence of 


pngre' in identitoing pcisonnel spint of bipartism so very 
and ti lining them up for 
the purpose We hope to machinery 

intrcxJure m^aniMbon in Xt,p jpint of bipartism means 
stage >in 1986andare pioper understanding of each 

neqotialinqwitlitf other s roles and responsibilities 

rtpiewntativw of the Award grid most important of all the 
Staff Union who have expres^eo jvvareness that no employee 
their strong leieiv itions for its pope to get anything from 

inf I wii Alsi na^mnsii i/i^ai .. _ ... 7 . 


intioductiofi My personal view 
inthisrtgaidis without 
mechanisation the larger 
amongst banks m the Private 


percentage of these advances to Sector like our bank cannot 
the total advances works out to hope to opei ate profitably At 


8 85% which IS a handsome 
improvement over the 6 76% 
as at the end of 1984 We 
propose to go all out for 
Khemahc ending for vanouj 
schemes such as lift irrigation 
pipelines forestry plantahon 


least selecbvely they will have 
to report to autom ition sinre 
while these banks I ave to incur 
proportionately bie same staff 
ifid otht r establishment r sts 
aiateprevilditinthc 
N itionali Pd B inks th^ ate 


etc with the help of NABARD in cxptcteJtorompetewilhUn 


order to stco up aijncultural 
advances in a big w ly so that 
westoudte abit toaihievetti 
target of 160 piesciibed by 
the Reserve Bank of InJia a*' 


latter who are invariably and 
quite naturally the recipients of 
iht Ijtrativc busine..3 
r in insting from larger 
cu.tr mei groups such a. public 


(arlyasposbble WoaiSOintenJ «toi undertakings, 
to participate whole heartedly Gover nment aided institutions 


to participate whole heartedly 
in the proqnmmps initiated for 
removal of unemployment and 
poverty thi oi gh specific 
schemes such Integrated 
Rural Devclopmrnt Programme 
(IROP) Rural Landless 
Empli^meiit Guaiantee 
Progranime (RLEGP) National 
Rural Emploi^ent Programme 


the Bank at the risk of ignoring 
the latter s objecbve which is 
Larger Profit by offenng 
efficient customer service 1 am 
hopeful that the present 
confrontabon will come to an 
end shortly and normalcy will 
be restored prompOy 
thereafter 

And now I loy Goodbyo 

I compleb d my term of 3 years 
as ChJii man of your Bank on 
12th December 1985 and for 
reitain personal reasons I 
thought I would call it a day and 
rebre from the Banking 
Industry I however consictered 
It to be my duty to relinquish 
the charge only after I preside 
over to day s meeting and say 
good bye to you all m person 
Accordingly I would be laying 
down my office by the end of 


public Bodies etc Thb is clearly 

borne out by the deposits per ~ n 

employee ratio whicti is vc ry ^ 

much lower m the case of Indian 'wsmontn 
Private Sector Banks as It has been my pleasure and 

compared to that obtaining in privilege to be associated with 
the Nationalised Banks Leaving your Bank at a Ume when it b 
aside my personal view our celebrabng its (^Iden JubilK 
bank has no alternative but to Year I thorouahiv enioved n 


Rural Employment Programme bank has no alternative but to Year I thoroughly enjoyed my 
(NREP)andSelf Emplc^mentto fell in line with all the other stay with your Bank and for mi 

Educated Unemployed Youth banns who have already decided I must record my grateful 

(SEEUY) Scheme to introduce mechanisabon m thanks to vou and vour 


(SEEUY) Scheme 
PrcfHftDivMtnd 
Our net profit tor 1985 after 
making provisions for bonus, 
caxabonetr works out to 
Rs 31 57 lacs as compared to 
Rs2996lacsin 1984 Your 
Board of Directors had 
recommended payment of 
dividend (a 16% subject to the 
Reserve Bank of India s 
approval to mark the Golden 
Jubilee Year However, the 


stages if we have to exist m 
business Basically, the 
proposed mechanisation is only 
meant to ensure prompt and 
efficient customer service and 
reliable and quick Information 
flow so much necessary tor 
sound decision making 
Lowering of cost of operabotis 
IS not an ofeective of the 
exercise at least at the present 
moment While we have assured 


thanks to you and your 
representatives on the Board 
who gave me guidance, 
cooperabon and support that I 
needed for performing iqy 
duties 

Thanlaanceegslii 

ftjQ.raMii 

Chairman 

IMi fteea Ml MMMtte kt 
llta pfVCMMMRpiitf thB 
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effect, while for the locational interaction 
effect Its magnitude should change once the 
base period is changed, as long as C„ is 
different from C From the data reported 
in the Dharm Narain’s paper it can be 
verified that indeed C„ is different from 
C,g This has to be the case, otherwise the 
cropping pattern effect would have been 
zero Thus Vidya Sagar’s estimate for the 
locational effect and the pure-yield effect are 
incorrecf and so are his conclusions 
My findings clearly indicate that the loca 
uonal interaction effect was negative because 


of the anomaly m the data, and not because 
of the treatment of Uie base veat This 
anomaly may be attributed to the fact that 
Dharm Narain constructed the data lor the 
“Rest of India” by substracting the data for 
the principal states where those crops art 
grown, from the all India data 

III 

Decompoaition of Growth 
of Rice Productivity 
The above anomaly implies that one must 
exclude the data for ‘Rest of India’ while 


douig the analysis of the decomposition of 
growth of agncultural productivity with the 
triennium during 1954 55 as the starting 
point For the later periods, however, the 
data on area and yield of nee for the ‘Rest 
of India’ do not look anomalous 

Ikble ^ presents the decomposition of 
growth of nee ptoducuvity for three periods, 
namely, 1952 to 1961, l%i to 1972 and 1972 
to 1982, atter excluding the ‘Rest of India' 
and focusing only on 14 major rice produc* 
mg states which cover about % per cent of 
the rice area The relevant data used for this 
puipose are presented in (Ribles 6,7 and 8) 
For each of the three periods, always the 
triennium for the previous years is con¬ 
sidered as the base period Thus, for the 
period 1952 to 1962, for example, the 
triennium ending 1954 SS is consideied as 
the base period 

The absolute change in net productivity 
wds the highest in the last peiiod 1972-73 
to 1982 83 while it was the lowest m the first 
period However, the major contribution in 
the fust period came solely from the pure 
yield effect while in the later periods, which 
were the period* of the Green Revolution, 
the cropping pattern and locational effects 
made a significant coniiibution to the 
giowth in productiMls These conclusions do 
not change even when lor the first penod 
one considers the triennium ending 1961 62 
as the base peiiod, which was the base 
period considered by Dharm Narain in his 
analysis 1 hus, after we exclude the ‘Rest of 
India, what we find is exactly opposite to 
the conclusions of Dharm Narain 

On the basis of the above finding that the 
pure yield effect made substantially lower 
contribution in the post Green Revolution 
periods compaied to that in the previous 
period should we then cpnclude that there 
was no Green Revolution tor nee’ In fact. 
It was precisely by comparing the growth 
rates ol the yield of wheat and rice, that 
researchers like T N Siinivasan concluded 
that the Green Revolution bad confined only 
to the wheat production 

Such conclusions aic correct for the 
period upto 1972 73 but are incorrect after 
1972 73 because ot the following reasons. 
First of all, the contribution of the pure yield 
effect to the incremental change in the totd 
productivity has increased overtime Thus 
between the first two periods the incremental 
change in the total productivity was Rs 2 78, 
to which the pure yield effect contributed 
negatively In contrast to this, between the 
second and the third periods, such contnbu- 
tion of the pure yield effect increased to fifty 
per cent of the incremental change m the 
total productivity of rice 


Tabi F 6 State-wise Components of Pure Lot ational Effect for Rice for Period 1970 7i 
TO 1982 83 WITH Triennium Ending 1972 73 and 1982 83 as Base Pfriods* 


State 

-“.JV 

(‘•.M d.^,] 

(1) Andhra Pradesh 

17 66 

-17 80 

(2) Assam 

4 37 

4 65 

(3) Bihar 

664 

619 

(4) Gujarat 

006 

009 

(5) Haryana 

8 M 

12 71 

(6) Karnataka 

199 

2 24 

(7) Kerala 

4 87 

516 

(8) Madhya Pradesh 

1 70 

171 

(9) Maharashtra 

2 58 

-406 

(10) Onssa 

15 80 

1616 

(11) Punjab 

-40 50 

61 39 

(12) Ikmil Nadu 

38 10 

39 05 

(13) Uttar Pradesh 

840 

11 59 

(14) West Bengal 

6 42 

646 

Total 

4% 

38 74 


Notes ‘ These a e in terms of kilograms per hectare 
* t - the triennium ending 1982 8t 
O 3 the triennium ending 1972-73 


Tablf 7 Sharp of Different States in Area Under Rice for Trifnnium 
Ending 1954 55, !%1 62, 1972 73 and 1982 83* 

(Excluding ‘Rest of India) 


State _ Trien nium Ending 



1954 55 

1961 62 

1972 73 

1982 83 

1 Andhra Pradesh 

7 947 

9188 

8 759 

9 632 

2 Assam 

5 185 

5 215 

5 542 

5 975 

3 Bihar 

16 782 

15 285 

14 212 

13 475 

4 Gujarat 

I 664 

1 726 

1263 

1270 

5 Haryana 

0 211 

0439 

0 785 

I 282 

6 Karnataka 

3 158 

3 326 

3 037 

2924 

7 Kerala 

2 482 

2 297 

2421 

2104 

8 Madhya Pradesh 

12 402 

12 316 

12 451 

12 670 

9 Maharashtra 

3 826 

3 952 

3 667 

3 938 

10 Orissa 

12 688 

12 122 

12 582 

10 778 

11 Punjab 

0 446 

0 673 

1 214 

3 293 

12 Timil Nadu 

6 536 

7 354 

7 594 

5 659 

13 Uttar Pradesh 

11948 

12 489 

12 605 

13 672 

14 West Bengal 

14 725 

13 589 

13 868 

13 328 

Toud 

100 00 

100 00 

10000 

•JO 00 


Note * This IS equivalent to diet 

Table 8 Share of Rice Area in Total Gross Cropped Area and Yield of Rice 
(Excluding ‘Rest of India’) 


Variable _ Thennium Ending _ 

1954-55 1961-62 1972 73 1982 83 


1 Share of nee area m gross 

cropped ana 2232 2208 22 66 23 40 

2 Yield (ton/ha) 0860 0 991 1 106 1 288 


Secondly, the major contribution ‘o the 
positive locational interaction effect during 
1972 73 to 1982 83 came from the regions 
like Punjab, Haryana and Western Uttar 
Pradesh where there was not only a sub¬ 
stantial step-up in the yield but also in the 
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area under nee flkbles 3 and 4) This affected 
both the share of these sutes in the total ncc 
area, as well as the percentage of rice area 
in the gross cropped area Th'' expansion of 
nee area in these states took place not solely 
at the cost of area under other crops, but 
mainly due to a substantial step-up in the 
double cropped area In Punjab, the area 
sown twice increased from 1 09 million 
hectares in I96S 66 to 2 S7 million hectares 
in 1980 81 During the same penod, the area 
under rice increased fourfold from 0 29 to 
1.18 million hectares, while the wheat area 
doubled from 1 53 to 2 81 million hectares 
Growing of rice in kharif season followed 
by wheat in the rabi season became possible 
precisely because of the modern short dura 
tion rice varieties, of course, combined with 
the availability of water These modern rice 
varieties areof course a part of the story of 
the Green Revolution This point gets 
masked when one focuses solely on the pure 
yield effect The paper, of course, recognises 
the fact that eventhough the states like 
Andhra Pradesh. Haryana, Punjab and 
'Aimil Nadu have witnessed the Green 
Revolution in rice, for the rice farmers m the 
eastern stales nothing worthwhile has 
happened 

IV 

Implications 

Thus, we find that it was the technological 
change in rice production which helped in 
tapping the comparative advantage of the 
states like Punjab and Haryana 1 he loca 
tional shift effect was possible only after 
technological change had taken place As a 
result, the contribution of the pure yield 
effect was more in the pre as opposed to the 
post-Green Revolution period We also 
showed that on the basis of this finding one 
should not conclude that there was no Green 
Revolution in iice production 

In the following two areas of research it 
IS essential to extend the work of Dharm 
Narain further 

Note that the technological change 
basically reduces the cost of production per 
unit of output and hence increase the returns 
ftom production The modern seed fertiliser 
technology is one type of technological 
change Another type of technological 
change is to tap the value added by proces¬ 
sing the agricultural produce for further 
industrial use Either the market forces then 
can pass on some share of this value added 
to farmers or one can organise vertically 
integrated co operatives for increasing the 
incomes of farmers Inid» has not only made 
a pioneering progress in the area of the 
Green Revolution but has also been success 
fbl in some states like Gujarat and Maha¬ 
rashtra in the area of expanding the proces- 
Bitig of the agricultural produce^ such as for 
sugarcane and thereby increasing the 
incomes of farmers 


Dharm Narain does touch upon this issue 
when he comments 

The Play of the market, likewise, in in 
creasing productivity through the inter 
regional spccuUisation in the production of 
crops has been found rather weak unless 
aided by the other factors such as an 
appropriate locational shift of the processing 
industry in the case of sugarcane.'^ 

In fact the sorghum-millet dominated 
suites like Gujarat and Maharashtra did not 
experience much of the Green Revolution 
but must have contributed to the growth in 
productivity by tapping their comparative 
advantage in the processing sector One 
needs to expand Dharm Narain’s analysis 
upto 1982 83 for other crops in order to 
understand this issue 
As I had mentioned in the introduction, 
the kind of the decomposition analysis 
Dharm Narain carried out has not been 
done for any country in Sub Saharan Afnca 
The present focus of the international com 
munity on agricultural production in the 
Sub Saharan Afnca region provides an 
opportunity as well as a challenge in this 
regard In my present research on Sub 
Saharan Africa I intend to use his approach 
and would eventually like to report the 
results to readers Unfortunately Dharm 
Narain is not with us now to guide us m such 
a venture 
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Risk Benefits, Crop Insurance, and 
Dryland Agriculture 

TS Walker 
R P Singh 
IVI Aaokan 

Participation by farmers in voluntary, public-sector crop insurance programmes has historically been low. fVe 
arutlyse one important determinant of farmers’participation—the potential for crop insurance to reduce household 
income variability. Based on simulated crop insurance designs carried out on household panel data, we find that 
crop insurance is not effective in smoothing fluctuations in income. 

The simulation.results point to some general conditions that have to be satiated if crop insurance is to generate 
measurable risk benefits. We argue that those corulitions are unlikely to be met in India’s Semi-Arid Thtpics. What 
defeats crop insurance in dryland agriculture is area variability which is largely attributed to households respon¬ 
ding to rairfall events. 

Because crop insurance scores such low marks as an effective stabilisation policy, rainfall lotteries and rural 
public works are also evaluated. Both of these institutional alternatives could be or are superior to crop insurance 
as a means to reduce income variability for large numbers of rural households in India’s Semi-Arid Tropics. 


IN a recent issue of the EPW, Dandekar 
(1985) discussed in detail the workings of the 
p^t crop insurance schemes tested since 
1^9 m several states of India. Dandekar 
expressed concern that farmers’ participa¬ 
tion in the schemes left^ lot to be desimi. 

lack of farmer acceptance is not uniqu2 
to the Indian pilot schemes, but is characteri¬ 
stic of voluntary public-sector crop insurance 
programmes including some that are sub¬ 
sidised much more heavily than the Indian 
pilot schemes (Nieuwoldt and Bullock 1985; 
Gardner and Kramer 1986). In this paper, 
we argue that farmers are reluctant to par¬ 
ticipate because crop insurance is not effec¬ 
tive in protecting households from crop 
income risk even in highly uncertain, 
dryland production environments typical of 
the Semi-Arid Dopics (SAT) where yield risk 
is often an order of magnitude three to four 
times greater than price risk. 

The argument is based on the modest and 
in most cases negligible risk benefits 
estimated from simulated crop insurance 
designs carried out on data from a 9-year 
household panel. Such data are a unique 
source of information to eraluate the con¬ 
sequences of different stabilisation policies 
on fluctuations in household income The 
village study results point to some general 
principles or conditions that have to be 
satisfied if crop insurance is to generate 
sizeable risk benefits. In particular, what 
defeats crop insurance in dryland agriculture 
is ana variability which is largely conditioned 
by households' response to the weather. 

Because crop insurance scores such low 
marks as an effective stabilisation policy, two 
iiutitutioiud alternatives, rainfall lotteries 
and rural public works, are examined later 
in the paper. believe that both of those 
lutenuuives could be or are supenor to crop 
insurance as a means to reduce income 
variability for large number of rural 
households in India’s SAT. 

BefoK addressing risk benefits concep¬ 


tually and empirically, we briefly review why 
risk benefits have remained a neglected 
theme in the literature and how crop 
insurance has evolved as a policy in India. 
That knowledge is essential to following the 
reasoning in the rest of the paper which ends 
with a discussion of some economically 
questionable suggestions often made to sur¬ 
mount the problem of low farmer participa¬ 
tion in voluntary crop insurance programmes. 

Cosr OF Crop Insurance 

The risk benefits of and the consequent 
demand for crop insurance has not attracted 
as much attention in the literature as the cost 
of providing insurance. Concentrating 
research effort on the supply side is justified 
because the fundamental problem with 
public sector crop insurance is that the costs 
to the exchequer are potentially high and 
those of an ill-conceiv^ programme can be 
caustrophic The two developing countries 
that have invested most heavily in crop 
insurance are Mexico and Brazil. In 1981, 
the Mexican government spent more than 
Rs 600 crore in subsidies on crop insurance 
that over time evtrived into an income 
maintenance scheme for poor dryland cereal 
and grain legume producers (Bassoco, 
Carter, and Norton 1986). In that same year, 
indemnities paid to farmers approached 
Rs 3(X) crore In a federal crop insurance pro¬ 
gramme in Brazil (de Rezende Lopes and 
Leite de Silva Dias 1986). That programme 
paid out about 40 times more than it took 
in during its initial years of operation in 1973 
and 1976. 

Expenses on administration are often only 
a small component of total costs. Hidden 
costs are associated with moral hazard and 
adverse selection which can be endemic in 
ill-desivied crop insurance programmes. 
Moral hazard is synonymous with farmers 
taking advantage of weaknesses in pro¬ 
gramme design while adverse selection 


means that participants in the programme 
are not representative of the target popula¬ 
tion of interest. For example, farmers in the 
heavily subsidised Brazilian programme 
found It profitable to plant upland rice with 
grass seed and claim indemnities on the 
failed upland rice which was not harvested. 
They had their pasture esubiished courtesy 
of the govenimeni’s subsidised crop insurance 
programme (de Rezende Lopes and Leite de 
Silva Dias 1986). 

Farmers on more marginal land within a 
designated region have often been more 
likely to participate in crop insurance 
(Walker 1982). Better farmers are adversely 
selected against which invalidates the basis 
for actuarial calculations in a voluntary 
crop insurance programme. Given the scope 
for moral hazard and adverse selection to 
manifest themselves, most practitioners 
recommend that programmes evolve over time 
after an initial phase of experimentation 
characterised by learning by doing. 

Crop Insurance in India 

With regard to crop insurance, India has 
done better than most countries for two 
reasons: (1) the pubhc sector has not invested 
that mu^ in crop insurance and (2) whatever 
investment that has been made has been 
allocated to schemes that, for the most part, 
were financially sound. 

The recent history of crop insurance in 
India is chronicled in Dandekar (1976), 
Agarwal (1980) and Dandekar (1985). That 
history is marked by the following events: 

(1) In 1965, the Centre proposed a Model 
Crop Insurance Scheme. 

(2) The state governments refused to par¬ 
ticipate in that scheme without substan¬ 
tial subsidisation by the Centre. 

(3) In 1971, an Expert Committee was 
formed to evaluate the Model Scheme. 
It decided against crop insurance. 

(4) In 1972, an experimental crop insurance 
scheme was established to promote 
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hybrid cotton production in selected 
areas of Gujarat' 

(5) In 1979-80, an innovative pilot crop 
insurance programme, based on a 
homogeneous area rather than an in¬ 
dividual farmer approach, along the 
lines suggested by Dandekar (1976) was 
initiated by the Government Insurance 
Corporation and the state governments 
m selected areas of Gujarat, llunit Nadu, 
and West Bengal That programme was 
subsequently expanded to other states 
and commcKlities over time 
The pilot insurance schemes, started in 
1979, are (jnancially healthy because assess 
ing premia and especially indemnities on a 
homogeneous area approach essentially 
eliminates problems of moral hazard and 
adverse selection (Dandekar, 1976) Loss 
ratios, indemnities paid divided by premia 
collected, have only exceeded 10 in relatively 
few states, crops, seasons, and years 
(Dandekar, 198$) Data m Dandekar’s com¬ 
prehensive Appendix Ihbics (pp A $7 and 
A-38) indicate that over five cropping years 
from 1979-80 to 1983 84 the total loss ratio 
was a respectable 110 Administrative r osts 
are also las in a homogeneous area approach 
Placing crop insurance on a sound finan 
dal footing is a very large achievement, but 


finanaal health of the insurer does not 
translate into participation by farmers 'th 
now turn to analyse reasons for low farmer 
participation 

Risk BhNturs Conceptoallv 

Stabilisation policies like crop insurance 
can benefit producers in two ways They can 
increase mean income levels or reduce 
income variability (Newbery and Stiglitz, 
1981) The former are referred so as transfer 
benefits, while the latter are usually called 
risk benefits ^ Thmsfer benefits arise largely 
from the level of programme subsidies and 
the degree of specialisation into riskier but 
more profitable technologies or crops as a 
result of participation in the programme 
TYansfer benefits are very location specific 
and depend on commodity supply and 
demand elasticities They often wind up in 
the hands of consumers 

Risk benefits of a stabilisation policy are 
identified with how much farmers would be 
willing to pay to smooth fluctuations in 
income and consumption How much they 
would be willing to pay depends on their 
preferences for i isk taking, on their percep 
tions of how much participation in a crop 
insurance programme would result m lessened 
household income variability, and on their 


TaBLF 1 AiiROCIIMATIC SiXIOICONOMIC ANOlttHNOIXXiIl A1 II ATlIRrsOfTHRFElNDIANSAl 
Vii lAOFs FROM 1975 76 to 1983 84 


Village (Region, 

District, Soils, Annual 

Rainfall) 

Average 
Size of 
Operational 
Holding 
(He( tares) 

Irngated 
Area (Per 
( ent Gross 
C Topped 
Area) 

r ommon 

Crops 

improved 

Ibchnologies 

Adopted 

Aurepaile (leiangana, 
Mahbubnagar, Alfisols, 
620mm) 

43 

214 

Irngated paddy, HYV paddv, 
castor, sorghum HYV castor, 
fertiliser on 
inigated land 

Shirapur, (Bombay Deccan, 
SholRpur, deep vertisoils. 

660 mm) 

48 

94 

Sorghum 

Fertiliser on 
irrigated land 

Kanzara (Vidharbha, A kola, 
medium deep vertisols, 

930 mm) 

50 

71 

Cotton, 

sorghum 

Hybrid sorghum, 
fertiliser, 
insecucide and 
mechanical 
thrahing 


Table 2* Descriptive Information on the Common Crops Sown in the Study Vii laces 

FROM 1975-76 TO 1983-84 


Number of Per cent Coefficient of Variation 


Crop 

Village 

Farm 

House¬ 

holds* 

Mean 

Van 

Cropped 

of Gross 
Cropped 
Area 

(Cv)** in Per Cent 
Ftouse- Yield Price 

hold 

Income 

Irrigated paddy 

Aurepaile 

9 

81 

12 

47 

31 

7 

Castor 

Aurepaile 

23 

76 

34 

45 

68 

22 

Sotghum 

Aurepaile 

21 

73 

18 

41 

66 

12 

Sotghum 

Shirapur 

21 

83 

58 

34 

69 

17 

Cotton 

Kanzara 

26 

82 

51 

33 

44 

IS 

Hybrid sotghum 

Kanzara 

18 

72 

8 

34 

66 

13 


Noter * Those that planted the crop for at least 3 years from 1975 76 to 1983-84 

** Simple means across chose households that planted the crop in at least S years from 
1975-76 to 1983-84 


abliity to adjust to income nsk through tian- 
saettont in credit and asset markets and 
changa m storage position If farmers were 
risk averse; if they perceived that crop 
insurance could significantly reduce 
household income variability, if they could 
not cost eftecuvely adjust to income nsk, we 
would expect them to parucipate in a crop 
insurance prograimne provided the premia 
costs were not that large. 

In this paper, we focus on the second of 
the three components that condition par¬ 
ticipation, namely the perceived conse¬ 
quences from enrolling m a stabilisation pro¬ 
gramme, bke crop insurance, on household 
income vanability The conventional way to 
analyse variability consequences itt the 
economics hterature it to compare the coef¬ 
ficient of variation (CV) of household 
income with and without participauon in the 
programme (Newbery and Stiglitz, 1981) 
Large risk benefits are obutned when the 
CV with simulated programme partiapatlon 
IS substantiallv lower than the actual CV In 
contrast, when we impose different pro 
gramme designs on household income 
streams and arrive at little or no change in 
income CVs we have every reason to expect 
that the risk benefits from and the conse¬ 
quent demand for an unsubsidised crop 
insurance programme will be negligible. Few 
farmers would invest in an unsubsidised 
stabilisation programme if they did not 
believe that participation would have a 
measurable impact on dampening income 
variability Before outlining the simulated 
crop insurance designs mid quantifying their 
risk benefits, we describe the data base in 
the next section 

ViLiACiFS, Data, and the Wfaiher 

We rely on longitudinal data from three 
villages which broadly reflect three soil, 
clunatic, and cropping regions of India’s 
Semi-And Tlopics (^ie I) Production risk 
IS sigmflcantly greater in drought-prone 
Aurepaile and Shirapur than in rainfall- 
assured Kanzara 

The instituuonal oivironment for nsk ad¬ 
justment IS also considerably different 
among the villages. Shirapur and Kanzara 
belong to Maharashtra State which has 
invested heavily in public works projects, 
most notably the Emplc^ent Guarantee 
Scheme (EGS). The ECS is active in both 
villages particularly in Shirapur.’ Non¬ 
governmental off-farm wage earnings in ex¬ 
cavating and transporting sand for construc¬ 
tion comractors have also been a substan¬ 
tial source of employment fw labour market 
participants from Shirapur. In Aurepaile in 
Mahbubnagar district of Andhra Pradesh, 
households do not have nearby access to a 
government employer of last resort, and the 
labour market is las buoyant than m the 
Maharashtra villages. Households in 
i^repalle have to rely much more heavily 
on private means to smooth fluctuations m 
household income; 
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The data come from the ICRISAT village 
studies. In 1973, a panel was drawn from a 
random stratified sample of small-, medium-, 
and large-sized farming and landless labom 
households in each village. Forty households 
were selected in each village 10 from each 
stratum. The data source is described In 
Binswanger and Jodha (1977) and in past 
articles (Binswanger 1977, Jodha 1981) in the 
EPfV, Household data on plot cultivation, 
transactions, and labour market participa¬ 
tion, wages, and employment were collected 
by a resident investigator during 3 to 4 week 
periods. Information on eight other schedules 
was updated annually. 

Household income is estimated for nine 
cropping years from 1975-76 to 1983-84. 
Concepts and procedures used to estimate 
income are given in Singh and Asokan 
(1981). Income conceptually refers to net 
household income which represents returns 
to family labour, management, owned 
bullocks, capital, and land. Revenues and ex¬ 
penses from both farm and non-farm 
activities were included in estimating net 
household income. Dowi y and other large 
transactions pertaining to life-cycle events 
were excluded. 

The analysis relates to the ‘continuous’ 
cultivator households who remained in the 
panel from 1975-76 to 1983-84. For those 
households, information on fluctuations in 
income is summaiised by the coefficient of 
variation of net household income. A CV 
is estimated for each household based on 9 
years of income data deflated by a village 
specific consumer price index. 

Any analysis of household income 
variability would be incomplete without 
placing the period of study into a climatic 
perspective. Ba.sed on data from rain gauges 
installed in the villages, the 9-ycar period of 
analysis was punctuated by good and bad 


rainfall years. In Aurepallc; there were four 
‘bad* years when total annual rainfall dipped 
below 80 per cent of normal. In Shirapur, 
total annual rainfall also varied considerably 
over the nine years. Consecutive drought 
years in 1976-77 and 1977-78 were sandsyiched 
between favourable rainfall years in 15175-76 
and 1978-79. Consistent with the descriptor 
‘rainfall assured’, inter-year precipitation was 
less variable and higher in Kanzara than in 
the other two villages. All in all, the nine 
years represented a fair sampling of dry and 
wet rainfall events, but an exceptionally dry 
year, such as 1972-73 whose frequency 
Lajedinsky termed "never in a 100 years’’ 
when rainfall was only 25 per cent of 
normal 1 did not occur (Walinsky, 1977). 

RISK benffits empirically 

To measure risk benefits derived from par¬ 
ticipating in a crop insurance programme, 
we focus on the most common crops grown 
in each village Those crops include irrigated 
paddy in Aurepalle and Five dryland 
crops—kharif sorghum and castor in 
Auiepalle, rabi sorghum in Shirapur, and 
desi cotton and hybrid sorghum in Kanzara. 
We include in the analysis those cultivators 
who grew the crop in at least five of the nine 
years. With the exception of hybrid sorghum 
in Kanzara, many of the sample farm 
households planted the crop, but in varying 
area, each year 

Descriptive information on the house¬ 
holds cultivating the common crops is 
presented in Table 2. Several points are worth 
mentioning. First, many of the so-called 
common crops were not actually that com¬ 
mon reflecting a diversified cropping pattern 
typical of dryland agriculture in India’s SAL 
The most common village cropping system 
is rabi sorghum in Shirapur which accounted 
for about 58 per cent of gross cropped area 


in the village Although Iqrbrid sorghum is 
the second most common cropping system 
after desi cotton in Kanzara, it was planted 
on average to only about 8 per cent of gross 
cropped area. Secondly, mean household 
income CVs between 33 and 47 per cent rein* 
force the popular image of production 
uncertainty in dryland agriculture in.lndia’s 
SAT. (Still only 10 of the 81 con^uous 
cultivator households had CV$ exceeding SO 
per cent.) We should also not be surprhwd . 
that the CVs are higher in Aurepalle than 
in Shirapur where off-farm employment 
opportunities are more ample or in Kanzan 
where the production environment is not as 
harsh. Lastly, yield variability on average w» 
an order of magnitude 3 to 5 times greater 
than price variability. Prices were remarkably 
stable over the period of analysis. Such 
stability is essential for crop insurance to 
generate sizeable risk benefits. UnfortunatriK 
as we shall soon see, there are several ingre* 
dients in the recipe 

lb assess the range of risk benefits poten¬ 
tially offered by crop insurance, we in¬ 
vestigate two contrasting designs. One is an 
individual approach where the basis for both 
premia and indemnity assessment is each 
farmer’s yield; the other is a homogeneous 
approach with indemnity claims and pmnia 
charges based on village yields. We assume 
73 per cent yield coverage in both designs, 
Farmers are compensated when their yield 
falls below the 75 per cent level of either their 
mean yield (in the individual design) or the 
village average yield (in the homogeneous 
area approach). Compensated yields ore 
multiple by the same year’s price to ecploit 
the potential stabilising impact of negative 
yield price covariances. Indemnity payments 
are then added to household income net of 
break-even premia costs. It is assumed that 
the government bears the full administrative 
costs of the programme. 

Our assessment is also based on the 
assumption that the household does not 
materially change its behaviour in response 
to the programme.'* Thus the simulated 
results in Ihble 3 show how much income 
stability could be achieved bver and beyond 
whatever risk management alternatives the 
household availed itself of. 

Risk benefits from each design are 
measured in two ways. In columns (3) and 
(5) of Table 3. we present estimates of the 
mean per cent reduction in the CV of 
household income with participation in the 
crop insurance programme. The estimates in 
columns (4) and (6) are more formally 
grounded in economic theory and reflect 
what a household would be willing to 
sacrifice in terms of its mean income level 
to gain the reduction in household income 
variability derived from crop insurance. The 
risk benefit for each household is synonymous 
with the proportional risk premium which 
is calculated by multiplying one-half the dif¬ 
ference between the squared CVs with and 
without insurance by an index of risk aver- 


Taw e 3: SiMULATFD Risk BENtriri from Partic ipai ingjn Alternative Crop Insurance Designs 


Crop Insu ran ce Design 


Crop 

Village 

Homogeneous Area 

Individual 



Mean 
Reduction 
in Per cent 
in House¬ 
hold 

Income CV 

Mean Pro¬ 
portional 
Risk 

Premium* 

Mean 
Reduction 
in Per cent 
in House¬ 
hold 

Income CV 

Mean Pro¬ 
portional 
Risk 

Premium* 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Irrigated paddy 

Aurepalle 

4.24 

0.85 

3.93 

6.80 

Sorghum 

Aurepalle 

0.58 

0.11 

0.56 

0.09 

Castor 

Aurepalle 

4.04 

0.99 

3.05 

0.64 

Sorghum 

Shirapur 

I.IO 

0.32 

1.66 

0.25 

Desi cotton 

Kanzara 

-0.91*** 

0.05 

I.2I 

0.15 

Hybrid sorghum 

Paddy so^hum, and 

Kanzara 

-0.64*** 

0.10 

-0.40*** 

0.33 

castor** 

Aurepalle 

2.60 

0.53 

2.20 

0.50 

Cotton and sorghum** 

Kanzara 

1.55 

0.15 

1.65 

0.18 


Notes; * Per cent of mean household income from 1975-76 to 1983-84. 

** For households that planted at least one crop in five or more years. 

*** Negative signs indicate that participation in the crop insurance design would have 
increased the mean CV of household income. 
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lion called the relative risk aversion coeffi¬ 
cient. The value of the latter is often assum¬ 
ed to be 1.0 (Newbery and Stiglitz 1981).’ 

, The proportional risk premium is expressed 
. « a per cent of mean household income* 

I The results in Ihble 3 are not encourag- 
' ing. For all common village crops, the nsk 
benerits from crop insurance range from 
modest to negligible. Crop insurance is 
limply not an effective means to reduce 
Income variability for the vast majority of 
farm households cultivating the crops most 
often grown in the study villages. Of the 
I common cropping patterns, apparent risk 
benefits would be dwived from insuring 
castor and paddy in Auiepaile. But insurance 
would only reduce household income 
> variability ^ 3 to 4 per cent; such a modest 
reduction would be worth only about one 
per cent of mean household income 
, Some risk benerits would also accrue to 
farmers participating in a multi-commodity 
. crop insurance scheme in Aurepalle but even 
' those gains are small compared to a bench- 
’ mark of perfect net crop revenue stabilisa¬ 
tion. If net crop revenue could be stabilised 
at its mean level over the nine years, the risk 
benefits could be sizeable ranging from a 62 
• per cent reduction in household income CV 
for paddy cultivators in Aurepalle to a 30 
per cent decrease for cotton growers in 
Karuara. When we estimate and compare 
mean proportional risk premia from perfect 
crop revenue stabilisation with those from 
the simulated crop insurance designs in 
columns (4) and (6) in llible 3, we find in 
general that enrolling in the simulated crop 
iruurance schemes exploits relatively little of 
the potential risk tenefUs deriwd from 
perfect crop revenue stabilisation. The mean 
proportional risk premium for multiple 
commodity crop insurance in Aurepalle is 
about 9 per cent of the estimated mean pr(> 
portional risk premium from perfect crop 
revenue stabilisation. Multiple crop 
insurance in Kanzara only taps about 5 per 
eent of those potential risk benefits. With 
the exception of castor in Aurepalle (at 17 
pa cent), the risk benefits from single com¬ 


modity crop insurance are less than 10 per 
cent of those from perfect crop income 
stabilisation. Single or multi-commodity 
crop insurance doesn’t make much of a dent 
in crop revenue instability which contributes 
proportionally more to household income 
variability than any other major income 
source (Walker, Singh, AKikan. and 
Binswanger, 1983). 

IWo other points are wortl> noting about 
the estimates in Ikble 3. Btxmuse both 
designs offer on average so tittle in the way 
of risk beneHts we cannot say that an in¬ 
dividual approach is superior (in terms of 
risk benefits) to a homogeneous area ap¬ 
proach. We can however state that indem¬ 
nities paid are more equitably distributed 
with the individual approach, ^me fanners 
received relatively more indemnities than 
others in a homogeneous area approach 
because vanability in planted area did not 
coincide with the timing of indemnity 
payments. For example, several farmers plan¬ 
ting castor in Aurepalle would have recaved 
two to three times more in indemnities than 
they paid in pieirua; others took in much less 
than they paid out because they sowed 
relatively btde area of the crop in those years 
when indemnities were triggered by low 
village mean yields and planted more area 
to the crop in the more productive years 
when indemnities were not paid. In principle; 
an individual approach doesn’t suffer from 
such inequalities because the programme is 
tailored to the yield history of each farmer 
so that over time premia can be adjusted to 
indemnities paid The scope for such tailor¬ 
ing is one reason why crop insurance prac¬ 
titioners often prefer the individual 
approach. 

The very modest reductions in income 
eVs in Ihble 3 indicate that few farmers 
would be willing to participate in the alter¬ 
native crop insurance designs. One would 
have to assume much higher levels of risk 
aversion, far surpassing those commonly 
assumed in the literature, to generate 
signiHcantly higher levels of participation. 
Additionally, if farmers had to bear the ad¬ 


ministrative costs, usually estimated at 6 par 
cent of insured yi^ for i^viduaily derig^ 
programmes operating in the world today 
(Hazell and Valdes 1984), participation 
would be severely curtailed. 

Risk Benefits and Bounded 
Rationality 

The preceding analysis was based on a 
mean-yariance approach. Income variability 
was measured from the continuous per sp eo 
lives of CVs. Would the outcome hm been 
more favourable to crop insurance if we mad 
a bounded rationality fiamework in which 
risk benefits are aasmsed in discontinuous 
terms like disaster levds of income and 
minimum probabilities? While there are 
almost a limitless number of threshold levels 
of income and probabilities from which to 
choose, one intuitively appealing threshold 
concept is an income level below which the 
household is compelled to make a distress 
sale of land. That disaster level does not 
apply to the study villages because over the 
last 40 years distress sales of land have bMn 
rare. Moreover, land sales were not bunched 
in adverse rainfall years suggesting that 
household risk adjustment was at least 
minimally effective in dealing with covariate 
weather nsk (Cain, 1981). Even during the 
massive 1971-73 drought in Western 
Maharashtra, few households in Shirapur 
parted with their land. 

Rather than ignore the question posed 
earlier in this section, we did look at one 
simple bounded rationality event, the pro¬ 
bability that a household would suffer a 
shortfall in income (in at least one of nine 
years) below 50 per cent of its median 
income Many cultivators particularly those 
in households in Aurepalle fell into the 
shortfall cat^ory. Could participation In 
crop insurance have prevented them fh>m 
suffering a such sharp shortfall in income? 
The data in the last column of Ihble 4 sug¬ 
gest that crop insurance would have made 
very little difference This result it «oniis> 
tent with the realisation that yield risk was 
only one of several factors contributing to 
shortfalls in household income (Walker, 
Singh, Asokan and Binswanger, 1983). 


Table 4: Crop Insurance and Shortfalls in Household Income 


Number of Shortfall Households* 


Crop Village Without With Crop Inmnuice 




Crop 

Insurance 

Homogeneous 
Area Design 

Individual 

Design 

Irrigated paddy 

Aurepalle 

7 

4 

4 

Sorghum 

Aurepalle 

8 

8 

8 

Cutor 

Aurepalle 

12 

9 

11 

Sorghum 

Shirapur 

7 

3 

4 

Desi cotton 

Kanzara 

5 

6 

6 

Hybrid sorghum 

R^y sorghum, and 

Kanzara 

6 

5 

6 

castor 

Aurepalle 

12 

10 

12 

Cotton and sorghum 

Kanzara 

6 

6 

6 


' Notts: * Defined as a household which in one or more yean recorded an income level less than 
50 per cent of its median income from 1975-76 to tM3-84 (tee text). The potential 
< number of shortfall households varies by crop and is given in the third column of 


> 'foble 2 


AREA VARIABILITY AND CtmRIATE 

Sources op Risk 

Why doesn’t crop insurance in general and 
schemes based on a homogeneous ana ap¬ 
proach in particular generate larger risk 
benefits? The answer is clear—too many 
necessary and sometimm conflicting condi¬ 
tions have to be satisfied. One way to point 
out those conditions it to outline the features 
of an environment conducive to farm house¬ 
holds receiving significant risk bendlte ftom 
insurance The ideal region would be 
characterised by the following: 

(1) crop income should loolb large in 
household income; 

(2) farm households should specialise ki few 
crops; 
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(3) output prices should be suble to ensure 
'that price variability does not unduly 
inHuence revenue vai lability directly or 
indirectly through Huctuations in areas, 

(4) crop supply should not depend heavily 
on agroclimatic conditions so that the 
link between weather induced Huctua 
lions in area and crop income could be 
broken, and 

(^) yields from the insured crops should be 
cxposed'io at most a few and not multi 
pie sources of risk so that indemnity 
assessment based on a homogeneous 
area appioach could be ctficient in 
stabilising income for mosi tanners in 
the region 

1 he lirst three conditions arc self evident 
and do not warrant turther comment Con 
ditions (4) and (5) are more subtle Their 
understanding is important because regions 
sshcrc (4) obtains aic unlikely to overlap ssilh 
ccographie areas wheie (^) is salislied 
( ondiiion (4) addresses area variability 
uhieh scvetelv erodes the eapacily ol erop 
uisuianee lo generate risk bciietits in uncei 
tun dtslind produelion enviruninenls 
SVI ell wc e ileiilate the eesetfieicnt ot vaiia 
lion ot Ilea sown tor eaeh household like 
vse did lor yields and pi lees in lable 2 we 
lind th It mean area variability exceeds mean 
yield V 11 lability foi eaeh eoinnion eiopping 
system 

A large share ot area variability in dryland 
ae,rieultiire stems from deeisions taken by 
til nuts to eope with agroelimitie risk 
I Xitiiples aie not h ird to Imd in Indias SAI 
Flaniitd are i foi a erop often deviates 
niaikedly fioin aetual area sown Analysis 
ot dita from SAI distiiets suggests that 
relatively more irei is planted to hardier 
eoarse grains in low laintall yeirs (Bapna 
fi at, 1984) In the study villages, both tastoi 
in Aurepalle and post rainy season sorghum 
in Shirapur are planted when larmeis have 
some intormalion on raintall dm mg the slait 
of the cropping yeai Vihen the monsoon is 
late in Aurepalle, the potential for shoot fly 
to inflict yield losses on sorghum is greater 
and farmers respond bv substituting easieir 
tor sorghum As a eonseijuenee ot eaily 
season drought in 1977 78 the average area 
sown to local soigluini was halved while 
mean castor aica increased by about 40 per 
cent Similailv in St iiapur tanners react to 
low rainfall veais by planting less area to 
post lainy season soiglunn which is gnwn 
on residual moisture 
Perhaps the most poignant example of 
aiea vanabihty in dryland agriculture occurs 
in the hard rock production regions where 
area sown depends on surface water col 
lecicd in tanks and on gtoundwatci stored 
in dug wells if not enough water is available, 
crops, usually paddy, are often not planted 
Ramaswamy et ats (1986) finding that paddy 
yields in their North Arcot study villages in 
the dry early 1980s in Tamil Nadu did not 
differ mark^ly from yields in normal years 
illustrates that drought oiten manifests itself 


in reductions in area more than in shortfalls 
in yield ’ 

To address area variability in dryland 
agriculture with crop insurance, one needs 
to extend Dandekar s recommendation that 
the basis for indemniiy payments with a 
homogeneous area approach should be a 
multi crop yield index That recommenda 
tion should he widened lo cover both yield 
and area components To derive such a 
multi commodity production index, which 
IS actuanly sound and administratively teasi 
ble, would be a challenging, evendauiiiiiig, 
task 

Subsidised crop insurance programmes 
that have tried to cope with area vailability 
by insuring failed plantings or ex post aiea 
sown have been ti aught with moral hazard 
probelms and have recorded high loss ratios 
The US crop insurance programme in the 
early 1940s was one such case (Oardnci and 
Kramer, 1986) lor crop insurance to yield 
risk benefits planned area which is the basis 
for insuranee, should coincide reasorably 
well with actual area sown to the insured 
crop 

In other words condition (4) says that 
erop insuianee will work better in the moie 
stable nioduetion legions where aita vaiia 
bility caused bv climatic risk is less c ondi 
non (i) implies the espposite In those nioic 
assured produtlion environments, there is 
not a dominant or monolithic souiee ot iisk 
like d'-ought that atleets erop yields m most 
farmcis fields iii roughly the same way 
within the same eiopping, year, i e in the 
more assured production regions, the sources 
of risk arc potentially less covariate because 
biotie stresses like insect pests and disease 
play a more promiiiant role Ixss eovariatc 
sources ot risk means that indemnities based 
on a homogeneous area approach will not 
stabilise and in some eases may even 
destabilise income (Koumasett, 1979) For 
example, lor about 35 per cent ol the desi 
cotton growers from the respondent 
households III Kanzaia, individual faimcis’ 
yields were inversely correlated with average 
yields within the same village from 1975 76 
to 1980 81 (Walker and Jodha, 1986) 
Moreover, if the si urees of risk arc not that 
eosariitc within the homogeneous legions 
farmers will i irely be indemnitied 

r xtending the same line of reasoning with 
regard to a m ilti commodity crop insuiance 
schemes, if the sources of iisk are not that 
covariate ai ross crops then farmers can self 
insure through einp diversitication In the 
more laintall assuicd Akola region where 
production risk arises from several physical 
and biotie stresses, crop diversttuaiion is 
etteetive in significantly reducing etop 
income variability (Walker, Singh, and 
Jodha, 1983) In the more rainfall unteliabic 
Mahabubnagar and Sholapur regions where 
production risk stems mainly from a single 
covariate source ot risk—drought—, more 
diversified holdings have about the same 
level of crop income variability as less diver 


sified farms Thereforw absence of covanate 
risks in the more stable production en¬ 
vironments has two imphcations for crop in¬ 
surance based on a homogeneous area ap¬ 
proach (1) the timing of mdemmues will not 
coincide well with years of tow crop income 
for some (and most likely many) farmers in 
tne region, and (2) the effectiveness of crop 
diversitication will reduce the demand for 
multi eommoditv crop insurance 

Conditions (4) and (5) clearly conflict Ib 
satisfy (4) we need relatively assured produc 
lion legions lo meet (5), we require drought- 
prone regions buppose we map those five 
ncccssarv conditions and delineate geo- 
giaphie areas wheie they are satisfied in 
India’s Semi And liopics W'e bcliewc that 
the inteisecting set either in terms of 
geographic area or number of households 
would he veiv small 

RXINIM I I ni IIKII-S 

If erop insurance docs not deliver the 
goods in terms of risk benclits what other 
institutional alternatives are available'’ Ram 
fall lotteiies arc one alieiiiative that hold 
muth more promise than crop insuiancc as 
an institutional means to cost cttcetiscly 
diminish luial household income variability 
in India s SM Rainlall lot'c'ies or insurance 
ate nut a new or novel idea (Bardsicy el at, 
1984) but to out knowledge there are few it 
an, eases w hei e they have bee'n tried though 
private or public scctoi finance 

Rainfall lotteries could be patterned along 
the lines suggested bv the Australian 
Industries Assistance t ommission in their 
1978 repot I on Ruial Income f luetuations 
(1 loyd and Mauldon, 1986) Raintall for the 
monsoon season or even foi a entieal month 
in (he season could be divided into 5 eir 10 
micivils leprcsenting discrete events 
Households would be lice to buy lottery 
tickets cni those events at the start of the 
raiiiv season Payments would be based on 
raintall data troin the nciicst rain gauge 
usually located in a taliika or lehsil head¬ 
quarters Over time the piogramme could 
extend its eovertge by installing rain gauges 
in neighbouring villages It p irtieipants felt 
that raintall in then fields and/or village did 
not accord well With raintall at Ihe neatest 
station they would be tree to spread their risk 
by purchasing tickets on rainfall in several 
nearby stations 

Rainfall lotteries olftr several advantages 
osii crop insutinee in India’s SAI They 
would be I for betting sssteni and (as en 
Msaged b\ Dandekai (1976) lor eiop in 
surunec) would be open to all households in 
(he sill ige I! landless labour households fell 
the demand lot then laboui was markedly 
lediiecd in low rainlail scats, they could 
hedge then futtiie labour income by pur 
chasing tickets on Ihe lowe-st oi what ihtv 
peieeised to be the most adveisc rainfall 
events 

Motteiy torniai would also allow farmers 
to protect ihcir it come from non linearities 
between lainfaP and yield Too much tain 
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Review of Agriculture June 1986 


ECONOMIC AND POLITICAL WEEKLY 


IS often as damaging to crop income in the 
Semi And Tropics as too little rain With 
rainfall lotteries, farmers could guard against 
unfavourable events associated with or too 
little too much rainfall 

Although rainfall is more covariate across 
space than yield, the insurer would likely be 
less exposed to risk because with both 
hedgers and speculators in the market off 
setting positions would be held Aslo in a 
country as large as India the monsoon is 
not that covariate across regions In most 
years, rainfall is high in some regions low 
in others The geographic coverage for 
insuring rainfall would be much broader 
than for insuiing yields ot specific crops 
which are planted in well defined regions 
Both the lottery formal and the mote exten 
sivc geographic coverage should ensure that 
a rainfall insuicr would be less exposed to 
nsk of catastrophic loss in India s hAF than 
a crop insurer 1 he si/c ol the country makes 
rainfall lotteries i much more attractive 
alternative in India than in smaller countries 
of the Semi And Tropics 

Rainfall appears to be more amoved from 
income than yield, however, in the lower and 
more variable rainlall dryland agricultural 
regions rainfall may be a sounder basis for 
measuring fluctuations in crop revenues than 
yield In those regions rainfall should be 
positively covariate with cropped area 
Deviations from normal rainfall at sowing 
also induce farmers to plant less remunerative 
crops Hence, in the dryer less assured 
regions rainfall may explain more of the 
variation in crop revenue variability through 
Its combined effect on area and yield 
variability than the pure impact of yield 
var>ability 

A number ot other points favour rainfall 
lotteries over crop insurance In principle, 
rainfall is much more observable than yield 
and should be easier to measure. Participants 
in a self funded rainfall lottery should be in 
a much better position to agree on what rain 
fall events obtained compared to farmers 
enrolled in a crop insurance programme 
which relies on yield assessments based on 
area sampling frames Rainfall lotteries 
should also be relatively free from incentive 
problems related to moral hazard and 
adverse selection They should also be ad 
ministratively cheaper than crop insurance 
Lastly, the actuarial basis for rainfall 
insurance is much firmer than for crop 
insurance Rainfall records are extensive 
throughout much of India 

Rainfall lotteries also share some of the 
problems of crop insurance Participation by 
the poorest households could be severely 
limited or even curtailed by liquidity con 
straints Questions of how and when to col 
lect bets and distribute winnings would have 
to be resolved Installing a ram guage in 
every village would maximise demand for 
rainfall insurance, but this would also lead 
to increased scope to tamper with rainfall 
data One could imagine a situation where 


all villagers collude bet on the same event, 
and bribe officials to report fraudulant ram 
fall data so that that event is obtained But 
such abnormal participant behaviour could 
be easily spotted at the start of the rainy 
season When detected, such behaviour 
would lead to cancelling of the lottery 
Inconsistent reporting would also stand out 
during the monitoring of daily rainlall data 
generated in a regional network of rain 
gauges 

like crop insurance, administration of 
rainfall insurance would very much entail a 
learning by doing process ideally with a 
small start in geographically dispersed 
regions The idea of lainfall lotteries may 
have have enough merit to be carried out 
experimentally Primary interest in the 
experiment would centre on the demand for 
insurance as reflected by the incidence and 
characteristics of participants who take 
hedging positions by purchasing tickets on 
adverse rainfall events 

Nevertheless, we are not optimistic that 
participation in a rainfall lottery would 
generate si/eablc risk benefits for par 
ticipants Of the three study villages only 
m Shirapiir was total rainfall significantly 
correlated with mean village net household 
income over the nine year period of analysis 
Also rural public relief measures are 
usually triggered on rainfall assessments 
thereby making rainfall based insurance (to 
some extent) redundant Demand foi such 
insurance would be particularly reduced in 
legions where politicians are quick to appeal 
for state and Centre assistance at the 
slightest indication that the monsoon is 
capricious (Morris, 1974) 

Rural Pubi ic Works St hlmfs 

Most readers oi the bPW are aware of the 
strengths and weaknesses of public works 
programmes In particular, Maharashtra’s 
ambitious Fmplo)ment Guarantee Scheme 
(CCS) has been evaluated from several 
perspeetives in past articles in the EPW 
(Dandekar and Sathc, 1980, MHJ, 1980, and 
MHJ, 1982 only represents a sampling) 
Nonetheless, few analysts have focused their 
attention on the elusive issue of risk benefits, 
that IS, how effective has the EGS been in 
smoothing income variability of potential 
participants 

Evidence on inter year fluctuations in par 
ticipation rates suggests that the EGS has 
been effective in some localities hit by 
drought and other events that adversely 
affect production The ability of the scheme 
to respond in times of need is supported by 
the following examples 

cultivators in Western Maharashtra and 
Marathwada (central distnets) flocked to 
EGS sites after sowing operations were 
disrupted by lengthy dry spells during the 
1979 monsoon, attendance rose sharply and 
remained high in Vidarbha (eastern portion 
of the state) whoi August flooding dntioyed 
the paddy crop in many localities Similarly, 


a poor rabi crop due to insufflcient soil 
moisture was reflected in unusually high EGS 
attendance during April July 1983, flooding 
in Marathwada resulted in rdatively high par¬ 
ticipation levels from August 1983 onward 
(I lebcrman, 1984, p 7) 

More quantitative, although fragmentary 
evidence, on the potential for flexible, local 
public works programmes like the EGS to 
generate risk benefits comes from the study 
villages That evidence is based on compar 
mg levels of household income variability in 
drought prone Shirapur and Aurepalle 
I andless labour households that relied 
almost entirely on earnings in the daily 
agricultural labour market in Shirapur and 
Kanzara, where the EGS operated since 
1977, had about '0 per cent less variable 
income streams 'han those in Aurepalle, 
where rural public work opportunities were 
not locally available Only in Shirapur was 
labour’s share in income inversely and 
significantly associated with the CV of net 
household income, suggesting that a con 
sidciable number ot ihe respondent house 
holds relied on off farm earning oppor 
tunnies to smooth fluctuations in income 
But these results should be interpreted with 
caution because there are only 8 9 house 
holds in each village by farm sue category 
Moreover, differences in village ecologies 
other than the availability of rural public 
works employment and other off farm 
employment oppoi tunnies also conditioned 
ihe degree to which shortfalls in income 
could be compensated for by labour market 
earnings 

Still, and despite widely acknowledged 
shortcomings, a public works programme 
like the EGS is the best institutional bet to 
protect a large number of poor rural 
households from the ravages of income 
variability in India’s Semi And Iropics No 
other insututional alternative can as cost 
effectively select for those in need (Jodha, 
1978) Evaluations that do not account for 
the size of risk benefits or that do not con 
sider the opportunity cost of generating such 
benefits via other institutional means do not 
do justice to such schemes 

Concluding comments 
We conclude by discussing some rccom 
mendations, frequently mentioned in the 
popular literature, on how to overcome the 
problem of low farmer participation in 
voluntary insurance programmes Some 
individuals advocate compulsory crop 
insurance If crop insurance is administered 
as crop-credit insurance making crop in¬ 
surance compulsory increases the cost of 
credit to clients who would not have volun¬ 
tarily purchased insurance Usually such 
farmers have greater risk bearing capaaty 
and are some of the better clients of the 
institutional lending agency Credit from 
other institutional and private sources will 
become more attractive to them The pro¬ 
blem of adverse selection is essentially 
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transferred from the insurer to the credit 
agency which will lose some of their better 
clients to other formal and informal sources 
(Bmswanger, 1986) As long as crop insurance 
IS linked to credit, voluntary participation 
IS only way to combat adverse selection to 
the credit agency 

Another way to entice more farmers to 
participate would be to increase the subsidy 
content of the programme. But subsidies are 
difficult to justify on either efficiency or 
equity grounds have already shown that 
risk benefits are likely to be negligible 
Increased transfer benefits occasioned by 
more subsidies would accrue dispropor 
tionately to ncher cultivator households who 
rely more heavily on crop revenue as a source 
o> income and who also have greater access 
to subsidised institutional credit (Von 
Pischke, Adams, and Donald, 1983) 

Ciop insurance in India’s SA1 should be 
seen for what it is a regressive and ineffec 
tive stabilisation policy Our results support 
the mam conclusion of the I971 Expert 
Committee chaiicd by Dharm Narain ‘The 
F Xpert Committee, therelore, concluded that 
in the context of paucity of resources for 
planned development, a recurring expen 
diture on the administration of |the| crop 
insurance scheme is not preferable to the 
direct utilisation of funds for raising 
aericiiliural pioductisity and reducing crop 
yield V III ihilin (is cited in Agarwal 1980 

p 10()> 

Nolt*H 

|\Ve thsnk seminar participants at Austraba Na 
tionil Universitv Cornell University, the Inter 
national Food Policy Research Institute, and the 
Unisersity ut New England for comments on 
some ot the ideas presented in this paper 
Discussions with H P Bmswanger, J B Hardaker, 
N S Jodha S Lieberman RAF Mueller, 
M Rav illion and J Ci Ryan helped shape some 
of the analysts We are also grateful to 
I lagadeesh for calculating the crop insurance 
simulations ] 

1 Anyone who believes that crop insurance can 
be used as a tool to transfer modern 
technology packages should read 
Choudhary s (1977) evaluation of the crop 
insurance scheme for hybrid 4 cotton in 
Gujarat The scheme is illusirative of what 
can happen when optimal technology is 
packag^ for extension to farmers and meets 
subopiimal field conditions That experience 
“was not very encouraging for the General 
Insurance Corporation since it had to shell 
out in the form of indemnity nearly eleven 
times the amount it collected as premiums” 
(Agarwal. 1980, p 111) Choudhary con 
eluded that “such a Kheme would be more 
suitable where production is stable, perennial 
irrigation sources are in existence, and 
farmers have assured access to irrigation 
faciiities” (p 7) Such a protected environ 
ment would also wipe out any potentuil 
payoff, in the form of risk benefits, from 
crop insurance 

2 Mathemattoal programming and simulauon 


models are the standard tools used to 
evaluate the size of risk and transfer benefits 
These are often favoured by students m PhD 
thesis research (Djojo, 1983 and Falatoon 
zaden, 1983) While such models have their 
time and place, they have serious shortcom 
mgs m coming to gnps with the issue of nsk 
bencHts They usually rely on aggregate yield 
data which may severely underestimate yield 
nsk at the farm level They cannot readily 
mimic complex household responses, such as 
migration and imreased labour market par 
ticipation, to steep shortfalls in welfare Nor 
can issues like within season area adjust 
ments in response to emerging agroclimatic 
information be readily addressed with such 
approaches 

3 From 1979 84, the EOS accounted for about 
IS and 24 per cent of men’s and womens 
labour employment (including own iarm 
work) in Shirapur Comparable figures tor 
Ivanzara were 13 and S per cent 

4 That assumption would not hold for some 
crops and locations The assumption is 
strongest for Kanzara where opportunities 
for diversification are much greater than in 
Shirapur and Aurepalle In Kanzara, yields 
m and revenues from hybrid sorghum pro 
duction are considerably more variable than 
those in compuing colton intercropping 
systems If yield variability were reduced in 
hybrid sorghum larmers would shilt some 
of their cotton ana into hybnd sorghum pro 
duction (Walker and Subba Rao, 1982) 
Nonetheless, because the demand for hybrid 
sorghum is very price inelastic, those transfer 
benefits would be short lived and ultimately 
would end up in the hands of consumers 

5 To some extent Newbery and Sti^itz based 
their choice ot 100 on experimental 
evidence from, the ICRISAT study villages 


(Bmswanger, 1981) From the experimental 
results, estimates for partui risk aversion are 
on a much firmer footing than those for 
relative nsk aversion 

6 The formula denved by Newbery and Sugliiz 
to estimate the proportional risk premium 
IS not mathematically accurate (Kanbur, 
1984), but, because we do not address the 
issue of transfer beneilts, their derivauon is 
correct for our application 

7 The role of area variability has not gone un 
noticed by economic histonans McAplin 
(1983) found that year to year changes in 
acreage planted contributed the lion’s share 
to sanation in an index she constructed to 
measure the quality of the agncultural year 
m the erstwhile Bombay Presidency from 
1886 87 to 1919 20 
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SPECIAL AFTICLBSi J 

Financing the Step-up in Plan Investment 

Administered Price Hikes or Increased Deficit Financing? 

K Sundaram 
Suresh Q Tendulkar 

In the context of financing a step-up in Central public sector investment expenditure in the Union Budget for 
1966-87, the Finance Minister posed the choice between increased deficit financing and raising administered prices. 

He revealed his preference for the latter option. 

This paper seeks to raise issues for debate in the context of the larger problem offinancing a step-up in public 
sector investment as a whole including Central and state public sector undertakings. It is argued that the choice 
in favour of raising administered prices is not as overwhelmingly clear as made out in official circles. 


I 

Introduction 

IS there any alternative to raising the admini¬ 
stered prices of the products and services 
produced in the public sector for financing 
a step-up in the Central plan investment? 
This question was posed by the Finance 
Minister in the context of the Union Budget 
for 1986-87 The Finance Ministry’s deci¬ 
sions in the recent past to raise the admini¬ 
stered prices of coal, fertilisers and petro¬ 
leum products suggest that the answer to this 
question is in the negative. However, what 
the alternatives are depends on what are 
taken as unalterabies. Thiis, for example, if 
the projected non-plan expenditures are 
taken to be the irreduable minimum and the 
projected revenues fall short—as they have 
in recent years—then undertaking any step- 
up in plan investment involves (a) borrow¬ 
ing from abroad, or (b) borrowing from the 
savings-surplus sector(s) in the economy or 
(c) raising the surpluses in the public sector 
enterprises or (d) resorting to deficit finan¬ 
cing or (e) raising additional tax revenues or 
any combination of the foregoing. The 
Long-Term Fiscal Policy document, the 
Seventh Five-Year Plan as well as the budget 
speeches of the Finance Minister emphasise 
the following judgments: (i) that the non- 
plan expenditure cannot be r^uced, (li) that 
borrowing more from abroad is either in¬ 
feasible or undesirable, (hi) that domestic 
market borrowings have reached their limits, 
and (iv) that increases in tax-revenues that 
are in the realm of feasibility are and will 
remain inadequate to entirely finance the 
contemplated step-up in plan investment. 
Given these judgments, the choice of instru¬ 
ments for financing a given step-up in plan 
investment boils down to raising the sur¬ 
pluses of the public sector enterprises or 
finandng it through budgetary support 
which, in the current context, implies in¬ 
creased deficit fmancing. 

There are two ways of raising the surpluses 
of the public sector enterprises, i e^ improve¬ 
ments in opentional efficiency and raising 
the administered prices of the products and 
sendees. Bnplidl choice of adminisiered 
prices in this connection involves a further 


judgment regarding stringent limits on 
efficiency improvements. The clearest arti¬ 
culation of this judgment has been recently 
provided by the Deputy Chairman of the 
Planning Commission, Manmohan Singh 
In his address to the Indian Chamber of 
Commerce in Calcutta, he is reported to have 
said that there was no ‘magic solution’ for 
increasing the efficiency of the puUic sector 
enterprises and that it was not something 
that could be done overnight and was bound 
to be a gradual process. Consequently, the 
public sector in India had no alternative but 
to pass on increases in costs of production 
to consumers through increases in admini¬ 
stered prices {Economic Times, New Delhi, 
February 18, 1986). 

Once all the foregoing judgments are 
accepted as fixed and uiudte^le, then and 
only then, is the choice reduc^ to one 
between raising administered prices and 
resorting to increased deficit financing in 
order to finance a step-up in nominal public 
sector investment' % many, and not only 
among the lay public, this is no choice at aU 
on the premise that there is an obvious and 
overwhelming case against increased deficit 
Financing. In fact, in one of the popular 
magazines, a view hat been expressed that 
deficit financing is four times as inflationary 
as raising administered prices. The Finance 
Minister also appeared to lend implicit sup¬ 
port to tlds position in his recent appearance 
on television. Is the choice so overwhebning- 
ly clear and obvious? This is what we set out 
to examine. 

It should be obvious that a given step-up 
in real investment must necessarily bring 
forth a corresponding rise in real savings for 
the economy to remain in equilibrium. 
Equally, the consequences of a step-up in 
real investment in terms of capacity creation 
and Income-generation are independent of 
the method used for ‘financing’ it. These 
obvious propositions uc^ therefne^ taken for 
granted in the subsequent discussion. How¬ 
ever. the nominal magnitudes required for 
flnancing a given step-up in real investment 
are crudally governed by the chosen method 
of financing it. This is basically became any 
given method of flnaacing hat certain 
economic contequenect in terms of prices 
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and modes of adjustment required by the 
affected economic agents. It is these aspects 
which are emphasised and discussed in detail 
in this paper. In the current context of a 
choice between administered pnee-hikes and 
increased deficit financing, four major 
dimensions require critical assessment. 

(1) Given the large magnitude of transac¬ 
tions among different enterprises within the 
public sector, a distinction has to be made 
between the gross increase in revenues of a 
public sector enterprise following a hike in 
the price of its product/service and the net 
increase in resources available to the public 
lector as a whole including other Central as 
well as state level public sector enterprises. 
This problem does not arise in the case of 
deficit financing. Depending on the mode 
of adjustment of other public sector enter¬ 
prises following the initial price-hike, 
analytically valid comparisons can be set up 
between the two alternative methods of 
financing a given step-up jn the nominal 
investment expenditure in the public sector. 
This is done in Section II. 

(2) The two alternative methods of finan¬ 
cing under consideration have differential 
impacts on the prices of different types of 
commodities such as consumer, intermediate 
and capital goods and produce different time 
profiles of price increases. These are dis¬ 
cussed in general terms in Section III. 

(3) The dynamic consequences of the two 
methods of financing could be different with 
reference to thdr effects on pri'ce expecta¬ 
tions. In this area, it is not possible to make 
any definitive statements comparing the two 
methods. However, for the sake of com¬ 
pleteness, a brief ^scussion of the issues 
appears in Section IV. 

(4) The “Economic Survey I98S-86’’ has 
argued by implication that a oncc-over hike 
in administer^ pnees would make available 
a command over resources for all times to 
come and that this phenomenon is possible 
m the case of defiat financing only if 
repeated budgetary subsidies are given to the 
enterpnse thereby leading to annual spurts 
in money supply A close examination of this 
argument is undertaken in Section V. 

The final section (Section VI) offers con¬ 
cluding observations while raising some 
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;4pecinc issues of detail in the current con¬ 
tact of flnancing a stoj-up in the Central 
investment. 

II 

Grou-Net Distinction in 
Resource Mobilisation 

Let us start with the gross-net distinction 
as regards the increase in revenues following 
a rise in administered prices of one public 
■ sector output or service. It is well-established 
^ that intra-public-sector purchases of pro¬ 
ducts and services whose prices are admini¬ 
stered are ciuita significant. For example, it 
is reported that 40 per cent of the total petrol 
consumption takes place within the public 
' sector. Consequently, if one administered 
price is raised, a part of the total revenue 
acccruing from this measure would be 
coming from other users within the public 
sector. This may be illustrated by reference 
to the revenue implications of the recent hike 
in the prices of petroleum products. Prior 
to the cut-back in these prices in response 
to public protests, it was announced that 
these measures would raise additional 
resources to the tune of Rs 800 crore. 
Simultaneously, it ws stated that consequent 
upon the hike in the prices of aviation fuel, 
the operating costs of the Indian Airlines 
would go up by Rs 10 lakh per day or 
Rs 36.5 crore per year. Similarly, the 
operating costs of the Railways were ex¬ 
pected to rise by Rs 35 crore per annum on 
account of diesel price hike and by Rs 45 
crore on account of the coal price hike. The 
hike in coal prices brings to the fore one 
facet of the Centre-State question as well. 
Thus, the increase in coal prices by the 
Centre raises the operating costs of the State 
Electricity Boards (SEBs) pushing them 
deeper in the red. In this case, SEBs have 
to raise electricity rates simply to cover the 
rise in costs occasioned by the hike in coal 
prices. 

Thus, if we consider the public sector as 
a whole including the state-level public sector 
enterprises, the net revenue accruing to the 
public sector by an act of raising the admini¬ 
stered price of one public sector product or 
service will be lower than the additional 
revenue accruing to the particular public 
sector enterprise the price of whose product 
or service had been raised in the first 
instance. 

In a situation where the administered 
prices of several products and services arc 
raised simultaneously, with the product/ser¬ 
vice of one enterprise entering as an input 
into another enterprise, a simple aggregation 
of revenue accruals to these enterprises each 
taken separately would result in a substantial 
^overestimation of the net accrual of ad- 
'ditional resources for the public sector as a 
whole. 

What are the implications of the net 
accruals of revenues to the public sector as 
a whole being lower than the sum of gross 
accruals of additional revenues from simul- 
> taneous hikes in administered prices? Notice 
to start with that we are Implicitly assuming 
these public sector enterprises to operate in 


a supply-constrained reg^ even after the 
price hikes so that they will be dile to sdl 
their outputs at Increased prices.^ 1b 
simplify die discussion, let us consider a 
situation where one public sector enterprise 
raises the administer^ price of its inoduct/ 
service (referred hereafter as ‘initial price 
hike' or simply ‘price hike*) in order to 
Tmance a given $t^-up in its investment 
expenditure. The initial price hike leads to 
a rise in costs of those enterprises using this 
product or service as Input. These users lAay 
be (a) other public scctm enterprises (OPS& 
for short) and (b) private sector enterprises. 
The.OPSEs whose costs rise as a con- 
.sequence of the initial price hike can either 
pass on the cost inCtea.ses to their usen while 
keeping intact their internally generated 
surpluses or absorb the cost-increases by 
reducing their surpluses. Notice that the 
same options are available to the private 
sector enterprises as well except that their 
ability to pass on the cost increases to their 
users depends on their operating in a supply- 
constrained regime or in a non-competitive 
market structure or both. 

The crucial que.stion in the current context 
is: What happens to the pre-hike planned 
investment outlays (in nominal terms) of 
these OPSEs? For sorting out logical alter¬ 
natives, three distinct modes of adjustment 
can be visualised. First, if further price 
increases to offset the rise in costs con¬ 
sequent upon the initial price hike are ruled 
out and if the budgetary support to each of 
these enterprises remains unchanged at the 
pre-hike level, then these enterprises would 
be forced to cut down their nominal invest¬ 
ment outlays. Secondly, if the planned 
investment outlays of the OPSEs are to be 
maintained while still ruling out admini¬ 
stered price increases of their products/ser¬ 
vices to neutralise the rise in costs, the level 
of budgetary support to these enterprises 
will have to go up which, in the current con¬ 
text, implies resort to increased deficit flnan¬ 
cing. Thirdly, if the planned investment 
outlays of and the budgetary support to each 
of these OPSEs arc to remain unchanged at 
the pre-hike levels, then the administered 
prices of the products/serviccs of these 
OPSEs will have to be revised continually 
upwards to neutralise their cost increa.ses not 
only from the initial price-hike but from the 
consequent price-increases of the inter¬ 
dependent public sector enterprises as a 
group including the one starting the initial 
price hike. 

How do we set up analytically valid com¬ 
parisons if each of the foregoing modes of 
adjustment is to be compared with the alter¬ 
native of flnancing a given step-up in the 
investment «penditure of the ori^nal enter¬ 
prises entirely by deficit financing? Let us 
suppose for the saka df concreteness that the 
Coal India Ltd (CIL for short) wants to step- 
up its investment by Rs 100 crore. In the first 
mode of adjustment,, a comparison will have 
to be between (a) the cost-push consequences 
of the initial price-hike by CIL to raise 
Rs 100 crore combined with a reduction of 
nominal investment expenditure by OPSEs 
to the extent of the resultant cost increase 


and (b) the (demand pull) price conaa- 
quences of' deficit financing to dw tuna of 
Ra 100 crore without aiqr reduction in the 
nominal investment npe^tums OPSBi. 
In the second mode of adjustment, a com¬ 
parison will be between (c) the cost-push 
consequences of the initial price^iiloe by CIL 
combined with the price consequences of the 
accommodating deficit flnancing required 
to offset the cost inoeases of OPSEs 
resulting from the initial price-Mke, and 
(d) the pure demand-pull consequences of 
deficit financing to the tune of Rs 100 ciihc. 
In the third mode of adjustment, a com¬ 
parison will be between (d) above and (e)the 
pure cost-push consequences of a much 
larger increase in gross revenues resulting 
from continual and correspondingly larger 
administered price increases of different 
public sector enterprises in order to increase 
the tier nominal revenue of CIL by Rs 100 
crore. The gross-net mark-up in this case will 
be governed by the magnitude of intra-public 
sector transactions. 

We have so far been considering a simpli¬ 
fied situation in which we have deliberately 
abstracted from two major complications. 
First, we have been dealing with a qase where 
one public sector enterprise raises its invest¬ 
ment by a given nomin^ amount by increas¬ 
ing its administered price and other public 
sector enterprises adjust to this situation. In 
praaice, several public sector enterprises may 
simultaneously or in a quick succession raise 
the administered prices of their products/ser- 
viccs in order to finance a step-up in their 
planned nominal investment outlays. In this 
case, it should be obvious that ClL’s plan of 
raising Rs 100 crore taking into account its 
existing cost-structure would not materialise. 
This is because OPSEs from whom CIL 
purchases its inputs also plan to raise 
resources independently through the admini¬ 
stered price increases thereby raising the 
costs of CIL and eroding its resource base. 
Secondly, we have also been abstracting from 
the inter-industrial inter-dependence between 
the public and the private sector enterprises. 
This can introduce cost-push feedback links 
from the private sector enterprises (affected 
by the initial and consequent price-hikes) 
back into the public sector ento'prises. How 
do these complications affect the analy¬ 
tically valid comparisons set up in the 
previous paragraph under each of the three 
modes of adjustment? It should be clear that 
each of these modes has to be compared 
with the price consequences of defldt finan¬ 
cing amounting to the sum total of net 
increase in the planned investment expen¬ 
ditures. of all the public sector enterprises 
together. Under the first mode of adjust¬ 
ment, it is necessary to consider the cost- 
push consequences of the initial price-hikes 
(by several public sector enterprises) com¬ 
bined with a reduclion in investment expen¬ 
ditures to the extent of cost increases 
resulting from the initial price-hikes. Under 
the second mode of adjustment. We have to 
consider the cost-push consequences of the 
initial price-hikes combined .widi the price 
consequences of the accommodating defldt 
financing to neutralise the cost-faunaseV 
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n^lddng ftam the initial pricc-hites. Under 
tke third mode of adjuctment, bofh tlw 
complications mentioned above would tend 
to sobstantially the gross-net mark-up. 
In other words, it is necessary to consider 
the cost-push consequences of a much 
higher level of gross revenue requirements 
in order to increase the nomimd public sector 
investment by a given net amount.’ 

Evaluation of the analytically valid com- 
pariuns set up in the foregoing discussion 
requires a computable price endogenous 
model which would (i) incorporate money 
in a meaningful fashion with its analytical 
connections with the real system, (ii) intro¬ 
duce explicitly the inter-industry-inter- 
dependencc both within and between the 
public and the private sector enterprises, 
(iii) allow for rationing in supply-con¬ 
strained situations, (iv) permit non-com¬ 
petitive market structures in the private 
sector with its attendand imidications for 
price formation, capacity utilisation and 
.•vestment decisions, and (v) be capable of 
permitting changes in income distribution 
and their interactions with the rest of the 
system. This ambitious agenda is clearly 
outside the scope of the present paper which 
is restricted to spelling out the underlying 
issues. With this objective in mind, the next 
section takes up the discussion of the pnce- 
impacts in general terms. 

Ill 

Price Impact 

We now turn to the discussion of the price 
consequences of the two methods of finan¬ 
cing a given step-up in plan investment. 

On the face of it, judging the demand-pull 
consequences of a given amount of dcHcit 
financing is simply a matter of estimating 
an aggregate demand for money function 
with prices, outputs and interest rates as 
arguments in the function and deriving the 
price implications by holding outputs and 
interest rates as constant. However, such an 
exercise would be misleading. For one thing, 
the tenability of the assumption about in¬ 
variant outputs depends on the sector in 
which the deficit financed investment is to 
take place and the nature of constraints 
operating on output increases in the short 
period. For another, it is important to 
differentiate between sectors by reference to 
the mechanisms of price formation that are 
in operation. Thus, the price implications 
would differ depending on whether the 
prices are formed under competitive rules 
or under cost-plus pricing rules. Both these 
considerations dectate that prices be studied 
at a considerable level of disaggregation and 
that an aggregate trice level be derived from 
disaggregated analyses and then the implicit 
demand for money relation be deduced. 

Equally important are the time lags in¬ 
volve and commodities affected in the 
manifestation of trice impacts. In a carefuily 
constructed econometric model for India, 
V Pandit has shown that it takes more thin 
a year for the price consequences of deficit 
financing to attain their peak and that the 
primary impact is on the prices of consumer 


goods in general and those of food in 
particular. 

One more aspect of the price impacts of 
deficit financing is worth stressing. Since 
these price impacts are transmitted via the 
demand-pull pressures generated by deficit 
financing, scope exists for moderating the 
price-impacts by policies aimed ai supply 
management. An econometiic model by 
Bhattacharya and Pandit suggests that by 
linking the sire of deficit financing to the 
state of agriculture in the preceding year, the 
extent of price increases can be moderated 
Resort to this possibility opens up the largei 
question of time-phasing of plan expen¬ 
ditures over different years. We are deli¬ 
berately abstracting from this question at 
this stage by assuming a given step-up in the 
plan outlay for any budget year to be 
non-negotiable. 

In contrast to deficit financing with the 
demand-pull character of price impacts, in¬ 
creases in administered prices transmit their 
impact through cost-push effects. In this 
context, it is important to distinguish 
between initial effect or impact-effect and 
what may be called total-impact which 
would emerge with a time-lag. 

The measurement of the impact effect is 
crucially governed by the choice of the price 
index and me wei^t of the commodities and 
services subject to administered prices in the 
chosen price index. Thus, for example, if the 
wholesale price index (WPI) is used to 
measure the price consequences, hikes in 
railway fares and freight charges and in 
passenger fares in public sector road trans¬ 
port services wilt have a zero impact effect 
smpiv because these do not figure at ail in 
WPL Similarly, the impact effect of hikes 
in the controlled prices of rice, w.heat, sugar, 
atta, maida, etc, supplied through the public 
distribution system (PDS) on WPI would be 
zero since the issue prices operative in the 
PDS are treated as retail prices not entering 
the domain of WPI. The hikes in the issue 
prices of rationed commodities sold through 
the PDS will however be reflected in the con¬ 
sumer price indices (CPI)—especially those 
for industrial workers and urban non- 
manual employees If we exclude the public 
sector transport services and those consumer 
goods sold through the public distribution 
systqm, the other commodities and services 
subject to administered prices—mostly 
universal intermediates—have a combined 
weight of only IS.66 in WPI, Consequently, 
the impact efi^ of hikes in the administer^ 
prices of universal intermediates is likely to 
be very small. 

•The fuller price consequences of hikes in 
administered prices come to the surface over 
time as the resultant cost increases and price 
adjustments to such cost increases work 
themselves out feeding one another in a 
mutually reinforcing chain. While the 
strength of the cost-push impulses depends 
on the inter-industrisi linkages, the time-lags 
involved depend on the speed of adjustment. 

In analysing the fuller price consequences 
of increases in administered prices, we surt 
by considering iiniversri intermediates as a 


group, nkmely, coal, eiectricityi petroleum 
products, steel and transport services relating 
to the movements of commodities. It is 
useful to examine the consequences sqtarate- 
iy for the public and the private sectors. 

Within‘the public sector, there is sub¬ 
stantial inter-industrlal-interdependence 
among the enterprises producing the uni¬ 
versal intermediates. A rise in the admini¬ 
stered price of any one of them as an initial 
measure of raising resources would raise the 
costs in all of them. In the last section, we 
noted a dilemma in this ctmnection. If the 
cost increase is absorbed, it would adversely 
affect their internally generated surpluses. 
Alternatively, if the cost increase is passed 
on automatically in the form of a rise in the 
administered prices of these related products 
and services, it generates a cumulative 
increase in the prices of these products. If 
the proposed long-term policy on admini¬ 
stered prices incorporates rules of automatic 
price increases to offset cost increases, this 
policy would cleaily set in motion a mututdiy 
icinforcing and cumulative chain of price in- 
ctcases wuhoiil much lime-lags. 

I he ripple effects of cumulative increases 
III the puces of universal intermediates are 
transmitted to nthci industries thtuiigh their 
cost structure. The strength of the cost-push 
effects would vary according to the relative 
shares of these universal iniermediates in 
total costs. The majoi group of industries 
whose production procc-sses are intensive in 
the use of these universal intermediates is 
that of capital goods—both in the public 
and the private sector. Whether the private 
sector producers of capital goods absorb the 
cost increases by cutiiitg down on their 
surpluses or succeed in passing on the 
burden in the shape of higher prices depends 
on the market structure. 

If the private sector producers of capital 
goods are forced to absorb the price in¬ 
creases. the rate of return on tlie already in¬ 
vested capital would be adversely affected 
thereby reducing the incentives for fuither 
investment in these activities. If itiey choose 
to and are able to pass on their cost in¬ 
creases, then at that stage, a sc>cond round 
effect on wholessJe price index would be felt 
However the direct weight of the capital 
goods in WPi is only 8 per cent. 

Increases in the prices ot universal inter¬ 
mediates will also raise, in varying degrees, 
the cost of production of consumer goods 
both directly (c g, increased transport costs 
of inputs) and indirectly by raising costs of 
other industry-specific intei mediates such as 
non-metallic mineral products, chemicals 
and chemical products, rubber and rubber 
products, etc. At each stage, the market 
structure characterising the product markets 
would determine whether the cost increases 
arc internally absorbed or passed on to the 
users. 

It is not only the consumer goods pro¬ 
duced in the industrial sector which are sub¬ 
ject to cost-push pressures consequent upon 
the rise in administered prices. The use of 
diesel and electricity in agriculture has been 
progressively going up. In addition, one 
commodity, namely, fertilisers and one 
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wrvice naiddy, irrigation are also subject to 
administered prices and imtdnge upon costs 
of cuitivation. With or without time lags, 
the higher costs of cuitivation would lead 
to a demand for increase in procurement 
prices. Given the commitment in the Long- 
Iferm Fiscal PolicyfLTFP) towards ensuring 
‘remunerative prices* to the farmers, this 
would imply a near automatic tranriation of 
higher costs of cultivation into higher pro¬ 
curement prices Increases in procurement 
prices would be followed by increases in the 
issue prices of foodgrains released through 
the public distribution system in order to 
contain subsidies—another commitment 
made in LTFP. 

Once the cost-push impulses generated by 
hikes in administered prices translate them¬ 
selves into increases in the prices of final 
consumer goods—both industrial and agri¬ 
cultural—then the price consequences come 
more openly to the surface. Even in the 
wholesale price index, these have a weight 
of nearly SO per cent (47.13 per cent). The 
impact would be greater in terms of the con¬ 
sumer'price index for industrial workers 
where these goods have a weight of nearly 
61 per cent. 

It is at this stage that demands for wage 
increases come to the fore and at least the 
oiganised sections of the workforce in¬ 
cluding government employees succeed in 
getting a fair measure of neutralisation in 
the cost of living increases. The resultant rise 
in faaor prices adds to the cost-push im¬ 
pulses originating in the hike in admini¬ 
strative prices. Further, the rise jn wages will 
necessitate, at least in the case of admini¬ 
strative departments, additional budgetary 
support which, in the current context, means 
additional deficit financing. 

It must be clarified that pressures for wage 
increases will arise when the cost of living 
goes up irrespective of whether the rise in 
cost of living is due to deficit financing 
working itself out with a lag in terms of 
larger demand for consumer goods or due 
to hike in administered prices and the 
resultant cost-push pressures. The general 
rise in the cost of living in consequence of 
deficit financing has the advantage of being 
moderated by the wider possibilities of 
substitution being exercised by the con¬ 
sumers in the management of thdr budgets, 
Also some wage increases might be absorbed 
by the enterprises operating under com¬ 
petitive conditions. Such adjustments may, 
however, result in a lower level of output. 
Hikes in administered prices of goods and 
services, produced by public sector mono¬ 
polies, on the other hand, offer little choice 
for substitution in the purchase of food- 
grains, cooking fuels, public transport, etc 
Price hikes for universal intermediates, pro¬ 
duced in the public sector, are meant to be 
transferred (not absorbed) to the users of 
these inputs. Besides these specific impact 
effects of hikes in administered prk^ which 
are quite distinct from the general infla¬ 
tionary consequences of deficit financing, 
the second and third round price effects of 
financing public investment through tins 
method riiall be stmilar in direction to the 


pressures caused by deficit flnaadng. It K 
however, difficult to state whether the time- 
lags involved ai« longer under one method 
or the other. One thing should be clear. Any 
administered price-hike carries with it an 
announcement effect while in the case of 
deficit financing, such an effect is less 
obvious aiul less significant if at aU.present. 

We argued in the last section tihat the 
resource-raising efibrt will have to be greater 
in gross terms when it is carried out by a hike 
in administered prices than by an increased 
deficit financing. And if, at we argued 
above, the more immediate and possibly 
greater effect of a hike in administered prices 
is on the costs and prices of the capital goods 
sector, the net resources required to finance 
a given volume of real investment would 
have to be larger if raised through increases 
in administered prices than if raised by in¬ 
creased deficit financing. In view of tl^, it 
is also not obvious that the impact on the 
prices of consumer goods would be greater 
under deficit financing than under admini¬ 
stered price increases. 

IV 

Consequencea lor Price 
Expectations 

We now turn to the third dimension of the 
choice between the two methods of financ¬ 
ing a given step-up in nominal plan invest¬ 
ment, namely, their dynamic consequences 
in temui of their effects on price expectations 
which, in turn, affect portfolio allocation of 
investment and the efficacy of subsequent 
fiscal policies. The well known argument 
against increased deficit financing has been 
that by generating a liquidity build-up in the 
economy, it tends to bring about revisions 
in price expectations and consequently make 
the subsequent demand management more 
difficult. However, the expected degree of 
ease or difficulty in donand management, 
consequent upon deficit financing, is not in¬ 
dependent of the state of supply of food- 
grains and other wage goods in the economy. 
As such the presumed relative attractiveness 
of increases in administered prices on the 
price expectational count alone is not a 
readily acceptable proposition. Furthei, if 
OUT conclusions of the.last section are 
accepted, the demand-pull total impact of 
a given magnitude of deficit financing is not 
likely to be significantly worse than the cost- 
push total impact of a much Mgher 
magnitude of revenue mobilisation (requited 
for nominal equivalence in net terms) 
through increased administered prices. Con¬ 
sequently, the effects of the two methods, 
deficit financing and rises in administered 
prices, on price expectations are not capable 
of being tanked in an utuunbiguous manner. 

Recurrent Deficit Financing 
vs Once-Over Hike in 
Administered Prices 

The “Ecuiomic Survey 1983-86” presents 
what is at first sight a major argument in 


fivour of opetatiiil QAiiifh 
prices, namdK that budg«at;f(|i^^ 
would be necessary year alter year and 
would lead to aa aaotial i(part in money 
su{g>ly”, with the anpUcatioti that rise in the 
administered prices would ^Ivcf the pro¬ 
blem once for all as the revenues of the 
enterprise hiking the price would be per¬ 
manently raised. How competUng is this 
argument? 

lb start with, let us consider a simidified 
situation where only one public sector enter¬ 
prise raises the adndnisteied price of its pto- 
duct/service in order to step up its planned 
investment. Let ui also rule out the pos¬ 
sibilities of (a) any reduction in the idanned 
investment by otto public sector enterprises 
and (b) any aecommodating defidt financ¬ 
ing to the extent of coat increases of other 
public sector enterprises,- In these circum¬ 
stances, the initial price-hike would trigger 
price increases in otto enterprises inside and 
outside the public seaor. These consequen¬ 
tial price increases would push up the costs 
of the enterprise initiating the process. So 
that on this score alone, there would be a 
need for repetitive increases in the admini¬ 
stered price of the origina] enterprise if it 
is nm to take recourse to increased budgetary 
support. The chain of repetitive price in¬ 
creases and their cost-push effects would be 
stronger if we consider a more realistic situa¬ 
tion iqvoiving severai public sector enter¬ 
prises raising their administered prices 
simultaneously or in a quick succession. 

Secondly, it is indeed true that the 
“Economic Survey” poses the choice 
between raising administered prices and in¬ 
creased deficit finandng as one coming into 
play qfter exercising "the first option that 
the government has .. (namely) to reduce 
costsby improving efficioicy of these units”. 
In practice, however, the choice has to be 
made when the public sector enterprises are 
a long distance from the norms of opera¬ 
tional efficiency. In this situation, raising the 
administered prices to cover increases in 
wages, raw material and capiul costs 
amounts to freezing the level of ineffidency 
in the public sector enterprises and does not 
provide any incentives for improving the 
operational efficiency. In contrast, reliance 
on open budgetary support necessitating 
additional defidt finandng which has to be 
voted by the Parliament year after year 
should provide the necessary pressures for 
the attainment of full operational efficiency 
in the public sector enterprises. 

There is a very important wider issue in 
this connection wl&ch invites comments. 
Substaptial resource mobilisation through 
taxatkm has been undertaken since die mid- 
fifties to bidM a laige variety of enterpr^es 
in the public sector. ITiese enterprises were 
expected to generate surpluses for fiirdier 
investment and-growth thus obviating the 
need for ctmtinued resource moWiiarioar 
through ttxation and the assbdated sacri¬ 
fices involved for the Indtoi pubUo these 
expectations have not matsgrtsJised. ^ and 
lacp^'pubUc sector ententriscf ham fUM to 
functioh effldcntly. Most of them ham beep 
making lom^ involving comknied hwL 
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iiqpiXirt thaw losses are now {»«<• 
to be Ota In effect through arbitrary 
increases in their administered prkes. This 
is because the new philosophy of financing 
a step>up in public sector investment through 
increases in administered prices is tanta¬ 
mount to taxing the public once again for 
pulling these enterprises out of the red. For, 
the increased revenues from price hikes used 
to step-up nominal investment in the nrst 
instance, are in effect used subsequently to 
show lower losses even without any improve¬ 
ment in efficiency. This mode of raising 
resources would lead to a negation of the 
role of Parliament in the matter which, fmr 
all practical purposes, is nothing other than 
disguising fiscal policies in the garb of 
administrative decisions and announced as 
such outside the Parliament. 

At a more Aindamentai level, the contract 
between the so-called 'once over’ resource 
mobilisatiop through deficit financing and 
the so-cailed ‘permanent’ raising of re¬ 
sources through a hike in administered price 
IS simply false. For as noted at the very 
outset in Section I, a step-up in the rate of 
real investment, no matter how it is ‘fin¬ 
anced’, must bring a corresponding and 
equivalent rise in the rate of savings in the 
economy. In fact, a disequilibrium situation 
prevails till the rate of investment and the 
rale of saving arc brought into equality. In 
the case when the higher rate of investment 
IS 'financed* by recourse to'deficit financ¬ 
ing, the increase in prices and the attendant 
changes in the income distribution and the 
real-balance effects on consumption are the 
means to bring about an increase in the rate 
ot saving. The process continues till the rate 
of saving and the rate of investment are 
brought into equality Therefore, if there is 
a step-up in the rate of real investment in 
the economy, it must be matched by an 
equivalent rise in the rate of saving in the 
economy. And unless the rate of investipent 
IS again brought down, and thereby trig¬ 
gering an adjustment process that brings 
down the rate of savings, the rate of savings 
will nmam at the higher level. 

The two modes of flnandng will, however, 
differ in one important respect. In the case 
of a hike in the administered prici of the 
product/service of one specific enterprise, 
the command over real resources is trans¬ 
ferred to that specific enterprise In the case 
of deficit financing, the specific enterprise 
has only a once-over access to the real 
resources released by the higher volume of 
savings. In the subsequent period, even 
though the higher rate of savings is there to 
stay, the access to it in subsequent periods 
is no longer exclusive to the specific enter¬ 
prise. If in this case, the enterprise wants 
these additional resources year atter year, it 
must persuade savers to hoM claims against 
itself or against the governmedt sector as » 
whqie by offering v^ous fipandal instru- 
meiHs of borrowing from puUic. In both 
cates, thehighernteof savings will remain, 
onor the adivstment to the higher rate of 
investment (|he financing of which is the 
issue) has taken ifiacc CMy the modes of 
access to it wUt be difibtent. 


VI 

Concluding Observations 

In the context of financing a step-up in 
Central public sector investment expenditure 
in the Union Budget for 1986-87, the 
Finance Ministei posed the choice between 
increased deficit financing and raising the 
administered prices, He revealed his pre- 
fereitce for the iattci option. Our objective 
in this paper has been to raise issues for 
debate in the contest of the larger problem 
of financing a step-up in public sector invest¬ 
ment as a whole including Central and state 
public sector undertakings. We argued in 
Sections II to V that the choice in favour of 
raising administered prices is not as over¬ 
whelmingly clear as made out in the official 
circles. 

Finally, in the current context of the choice 
problem posed by the Finance Minister with 
reference to the Central plan investment and 
the Union Budget, some specific issues ot 
detail have a bearing on the problem under 
consideration, We briefly mention them here 

To start with, given (he enterprise-specific 
nature of accounting, resource mobilisation 
through increased administered prices 
restricts the use of resources to specific enter- 
prise(s). In contrast, cross-financing is pos¬ 
sible with deficit financing ot resources 
raised through the general tax revenues 
which, incidentally, have to be shared with 
the states. For example, the revenues from 
the recent price-hike in petroleum products 
would accrue to the public sector enterprises 
under the Ministry of Petroleum and will not 
be available, say. to the Railways which may 
be unable to raise the administered pnees of 
their services even though its needs may be 
more pressing 

Secondly, the recent hike in the admini¬ 
stered price of the Central government enter¬ 
prises raised loud political protests including 
those from the ruling party and compelled 
the government to retrace the extent of the 
price-hikes. The problem would be much 
more serious for the state governments. For 
example if the state electricity boards were 
to ndse electricity tariffs or the canal 
authorities were to raise the wafer rates, the 
resulting political problems would be much 
more immediate and difficult toTacc so that 
political will may not be forthcoming for this 
purpose. In such cases, there may not be any 
alternative to overdrafts and hence increased 
deficit financing. 

Thirdly, to the oitent that cost increases 
from a rise in the administered price of one 
Central public sector enterprise are absorbed 
by other Central public sector enterprises, 
a step-up in the nominal investment expen- 
diture of that enterprise may be partially or 
wholly offset by a reduetton in the nominal 
investment by other Central public sector 
enterprises. 

Fourthly, evyn if we ensure that increases 
in the administered prices of Centrally own¬ 
ed public sector entet^trises enable a net 
nominal, step-up in the Central plan invest- 
menjt, the consequent cumulative price rise 
may make it difficult for the state-level 
public sector enterprises to do the same. 
Thus, a rise in coal price would increase the 


costs of state electricity boards. Simttarly, 
a rise in issue prices «f foodgtains as well 
as the pay-revisions of the Cential govern¬ 
ment employees may generate pressures at 
the state-level end may force them to divert 
resources towards non-plan expenditures. In 
other words, a given net step-up in the 
('emral plan investment msw* pert at least, 
substitute foi the plan investment by the 
states and not a net step-up in total (Central 
phis state) public sector investment. 

Finally, a cuinulative rise in the prices of 
capital goods brought about through in¬ 
creases in the administered prices of uni¬ 
versal intermediates may discourage private 
investment. So that a given nominal step-up 
in the Central plan investment may talte 
place at the cost of private sector investmntt. 
What the net effect would be on the invest¬ 
ment expenditure in the economy as a whole 
would be difficult to predict. In the light of 
our discussion in Section III, it would be 
even more difficult to assess the real content 
ot nominal investment expenditures. 

When we combine the foregoing specific 
issues with the earlier general discussion, it 
IS even less plausible to take the line that in 
the choice between alternative'methods of 
financing a step-up in public sector invest¬ 
ment, raising administered prices has a 
decisive advantage over deficit financing. 

Notes 

|Wf are grateful to J Knshnamurty, B S Minhas 
V Pandit and Mihir Rakshit (or detailed discus¬ 
sions and comments on earlier drafts. Needless 
to say, we alone take responsibility for the inter¬ 
pretations and views expressed in the paper as 
also any errors that may persist ] 

1 Notice that the problem has been deliberately 
narrowed down to the financing of a given 
step-up in nominal public sector investment. 
This has been consciously done in order to 
make the problem anaiyiiully tractable, ft 
IS possible to pose a wider problem, namely; 
the financing of total public sector invest¬ 
ment m nominal terms and compare alter¬ 
native combinations of different methods of 
financing that total This would be analy¬ 
tically a more formidable task. 

2 In case this characterisation is not applicable 
to certain products/services produced in the 
public sector, it will be necessary to take into 
account adverse impact of administered 
price-hikes on the demand and hence on 
revenue realisations, 'Nt deliberately abstract 
from this possibility in the subsequent dis¬ 
cussion so as to keep it manageable. Alert 
readers would not find it difficult to assess 
the consequences of this complication. 

3 In all the foiegoing discussion, we have 
abstracted from the implications for tax 
revenues of the increase in prices—whcther 
occasioned by the cost-push pressures ot hike 
in administered pnees or by the demand- 
pull pressures emanating from deficit finan¬ 
cing. Thus, increases in prices of supply- 
constrained commodities subject to ad 
valorem taxes will increase ihe revenues from 
indirect taxes. In the case of other com¬ 
modities subject to ad valorem taxes, the 

impact of an increase in tlwr prices on indaect- 

tax rtvemies may be negative or posiuve or 
nil depending on '.he elasticity of demand 
and/or the market structure. 
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Resource Mobilisation in Developing Countries 

Financial Institutions and Policies 

V V Bhatt 

This paper seeks to suggest the basii nature and characteristics of the institutional and policy measures in the 
field of financial structure and policies that governments of developing countries neee^ to take in order to raise 
the rate of domestic saving It analyses, in particular, the possibilities of stimulating and makmg more productive 
use of household saving—the major component of domestic saving—through a more active and promotional 
role of the banking system and its development orientation 
It IS essential for the sound development of the financial structure to avoid inflationary pressures; for this purpose, 
the paper stresses the significance df financial planning and suggests the relevance of the flow-offunds framework 
for financial planning and also cu an indicator of appropriate financial policies. In tlw final section, the major 
conclusions relating to the broad policy guidelines foi domestic resource mobilisation are stated somewhat tersely. 


AFTER the Second Woild War there was 
considerable skcptitisni about the capacity 
of the podr LoiintriLs to initiate a self 
sustaininK process of sotio ctonomii 
development Lvents showed that such 
skepticism had no basis The annual average 
rate of growth ot gross domestic product of 
all the developing counti ics was 4 5 per cent 
during 1951 60 5 6 per cent during 1961 70 
and 61 pci cent duiing 197173 These 
growth rates were attained largely through 
domestic s iving pcrtormance the saving rate 
as a pioportioii ol CiDP rose from 12 8 per 
cent in 1951 60 to more than 17 per cent 
during 1961 73 Fxicrnal resources did not 
finance moie thin II 12 per cent ol gross 
investment and amounted to only 2 3 per 
cent ol GDP duiing 1961 73 ' 

Tor the right historical perspective, it is 
interesting to observe that, even during a 
relatively more advanced stage ot develop 
meni and with higher per capita incomes 
during 1861 90, the present day developed 
countries had an average saving rate (12 13 
per cent), which was signilicantly lower than 
that ot all 1 DCs during 1961 70 and was 
mure or less equal to the saving rate of the 
low income I DCs during 1961 70, further, 
their growth rate ol GDP (1861 90) was 
roughly half the growth rate ol even the low 
income (DCs (1961 70) ^ 

However, the development pace of the 
LDCs slackened since 1973 because of a 
coitjuncuon of exogenous factors (a) A 
violent boom breaking into an equally 
violent recession in the developed countries 
accompanied by a breakdown of the old 
international monetary system dunng early 
seventies, (b) Simultaneous occurrence of 
crop failures in many parts of the world, 
causing a world food crisis dunng 1972-73; 
(c) Sudden and sharp rise in oil prices in 
1^3 and again in 1979 80. (d) Sharp 
declines m food output due to severe draught 
in Sub-Saharan Africa in the early eighties, 
and (e) Prolonged recession in the developed 
countrioi in 1981 83 As a result of the com¬ 
bined impact of all these factors, the pace 
of development faltered in all Ll^s during 
1973-80 and considerably slackened after 
1980; the growth rate was S 5 per cent dunng 
1973-80 and only 2-3 per cent thereafter The 
t 


impact on Sub Saharan Africa was much 
more severe, there wav hardly any increase 
in per capita incomes during 1973-80 and 
there was an actual decline in living stan 
dards after that period The decline in per 
capita incomes in Latin America and the 
Caribbean after 1980 was even greater’ 

In spite of such slackening in the pace of 
development the LDCs were able to main¬ 
tain fairly high saving and investment rates 
upto 1980 these rates declined after 1980 
In low income African countries, the saving 
late declined signiticantly after 1973 
1 he investment rates were more or less 
maintained at the high levels with increased 
external borrowing the net resource inflow 
in all the developing countries increased 
from about 1 per cent of GDP in 1973 to 
2 3 per cent m 1980 and 3 2 per cent in 1981 
But this net resource inflow declined after 
1981 to 2 S per cent in 1982 and 0 7 per cent 
in 1983 Because of the heavy burden ot 
external debt the debt service ratio has 
increased to almost 20 per cent of exports 
and even the interest payments have risen to 
2 8 per cent ol CiNP in 1984 For the next 
several years, it is unlikely that there would 
be any net resoutce inflow in the L DCs, in 
all likelihood, there would be a reverse flow 
on account of interest payments and debt 
repayments, unless the developed countries 
increase the level ot net external assistance 
to the LDCs 

The resumption of the pre-1973 momen¬ 
tum of devdopment, thus, would critically 
depend on the development in the world 
economy oa the one hand and improvement 
in the savmg and export performance of the 
LDCs lb mamtain investment levels neces¬ 
sary for satisfactory growth, it is, thus, 
essentul to improve the saving performance 
in the LDCs 

From a review of trends in output, invest¬ 
ment, saving and capital inflow dunng 
1931-1980, It appears that one can venture 
the following broad conjectures with regard 
to the saving-investment aspects of the 
development process 
(i) Maintenance of high investment levds 
IS largely a function of domestic savmg 
performance, capital-inflow from 
abroad serves more as a catalyst and as 
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a fhetor in relaxing the foreign exchange 
constraint rather than as a major factor 
in supporting rising levels of investment 
(ii) The domestic saving rate is positively 
related to the level of income and its 
growth rate However, the saving rate 
also seems to be a function of the size 
of a country, for example, both India 
and China have been able to attain a 
savmg rate, which is comparable to the 
rates ot the middle income countries 
Further, saving rate seems to be nega¬ 
tively related to inflationary pressures 
and expectations 

( 111 ) The significant explanatory factor, 
apirt from the basic factors—income 
level and its growth rate—for mmg 
saving (Sees seems to be the degree of 
development of the financial structure 
and the existence of a positive real 
interest structure Practically m ail the 
countries experiencing nsing rates of 
saving, this seems to be the case 
(iv) In mixed economies, the major part of 
domestic saving takes place in the 
private sector ancLmore particularly m 
the non corporate private sector (coni 
prising households and non-CorpoTate 
farm and non farm enterprises) Public 
sector saving generally constitutes less 
than 23 per cent of total saving. 

(V) The mobilisation of domestic resources 
through the government budget has 
been impressive m many countries— 
both low Income and middle income 
However, there has been no systematic 
rise m public and aggregate savmg attn- 
butabie to rising public revenues This 
fact suggests that there is considerable 
scope for improving the allocation of 
government expenditures and for 
rationalising the tax structure 
This paper seeks tq suggest the i;a$ic 
nature ai^ characteristics of the instituoonal 
and policy measures m the field of finanaal 
structure and policies that the governments 
of the developing countries need to take in 
order to raise the rate of domestic savmg 
It analyses. In particular, the possibibties of 
stimulating and makmg more producuve use 
of household savmg—the major component 
of domestic savmg—through a more active 
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and promotional role of the banking system 
md its development orientation. It is essen* 
tU for the sound development of the finan¬ 
cial structure to avoid inflationary pressure^ 
for this purpose, the paper stresses the 
significance of financial planiiing and sug¬ 
gests the rrievance of the flow-of-flinds 
framework for financial planning and also 
as an indicator of appropriate financial 
policies. In the final section, the major con¬ 
clusions relating to the broad policy guide¬ 
lines for domestic resource mobilisation ate 
stated somewhat tersely. 

Structure of Saving 

The policies relating to saving would 
depend! on the structure of saving in a given 
country. From the point of view of the 
differential characteristics of saving 
behaviour, the economy can be divided into 
three sectors: government, corporate, and 
non-corporate (comprising non-corporate 
farm* and non-farm enterprises and the 
purely personal sector). 

In a mixed economy, it is not possible to 
raise the level of government sector saving 
beyond a certoin level. With the rise in tax 
and other current revenues, government 
current developmental expenditures on social 
services tend to increase; these expenditures 
on education and health and social welfare 
quite often are of as much—if not more— 
significance for the development process as 
investment in physical assets. Government 
saving—that is excess of current revenues 
over current expenditures—hence, has not 
exceeded 2-3 per cent of GDP in the LDCs 
except in a few countries. 

Corporate saving, too, is not large in the 
l.DCs because of the smallness of this 
sector—a reflection of the development stage 


of the LDCs. Even In the developed coun¬ 
tries, the net saving of the private corporate 
sector as a proportion of GNP is not very 
hi|^; for example, this ratio was 4.7 per cent 
in Japan, 2.3 per cent in the USA, 3.6 per 
cent in Germany and 3.9 per cent in France 
during 1960-69.’ Such data for large 
number of LDCs are not available. 

It is the saving of the non-corporate sector 
that is of crucial significance in many middle 
and low income LDCs as it is even in the 
developed countries. 

(i) It generally accounts for more than 
60-70 per cent of domestic saving. 

(ii) It is the only surplus sector in the sense 
that its saving exceeds its investment; 
thus, the growth of the government and 
corporate sectors (which are the deficit 
sectors—their investment exceeding 
their saving) is critically related to the 
extent of resource-transfer from this 
surplus sector. (The surplus categories 
in this sector are: relatively large larm 
and non-farm enterprises and the pure 
households.)*' 

(iii) From the point of view of development 
policy, this is a vital sector; for a part 
of this sector comprising small farm 
and non-farm enterprises needs to be 
strengthened for generating productive 
employment so essential for the pro¬ 
gressive removal of poverty. This cannot 
be done without raising the level of 
saving and improving its allocation 
through efficient resource transfer 
mechanisms. 

NON-CORPORAU; SECTOR SAVING 

In a large number of LDCs potential 
saving of this sector is not mobilised because 
of a lack of sound financial structure- 


structure of institutions, instruments and 
interest rates. 

(i) Because of the non-availability of simple 
intelligible and convenient financial 
instruments yielding a positive real 
return, potential saving is frustrated and 
largely used for consumption. 

(ii) Because of poor facilities for borrowing 
on reasonable terms, quite often poten¬ 
tial saving is inadequate to flnance 
investment, say. by a small artisan. This . 
poieptial saving hence becomes abor¬ 
tive: but that is not the end of the story. 
For had he been able to borrow, he 
would have saved out of his increased 
income to repay that borrowing. In a 
very significant sense, lending for viable 
schemes promotes .saving in the form of 
repayment of loans. 

(iii) Small enterprises (both farm and non- 
farm) quite often plough back their 
saving in their own businesses even if tht 
rate of return is tow. This happens 
because they have no alternative attrac¬ 
tive financial asset )n which they can 
invest their .saving. An attractive finan¬ 
cial asset like a bank deposit would 
enable them to give up low productivity 
investments; and these icsources would 
then be released for lending, say, by a 
bank for high productivity projects. 

(iv) The financial institutions finance a 
small part of non-corpt>rale investment. 

A major part is financed by own saving 
and borrowing from other surplus units 
and money-lenders—which constitute 
the so-callcd informal market. Interest 
rates in these fragmented semi-mono- 
polistic markets are very high, ranging 
from 35 per cent to 70 per cent per year 
in real terms. These high rates have two 
consequences. Fiistly, worthwhile 
socially productive projects cannot be 
implemented at these rates. And second¬ 
ly, these high rates induce scpeculative 
investment—investment in land, real 
estate, scarce commodifies and the like. 
Thus, on the one hand, potential pro¬ 
ductive investment is not taken up; and 
on the other, resources are diverted 
towards the financing of the acquisition 
of unproductive and speculative as$et.s. 

Thus, for raising the saving rate and 
ensuring its rational allocation, it is essen¬ 
tial to evolve financial instruments and a 
structure of positive real inlere.st rates that 
are consistent with the saving preferences 
and motives of the non-corporate sector. 
What then, are the nature and structure of 
these financial instruments? 

It appears from the fragmentary data 
relating to tlnancial saving in some ^DCs 
that with the evolution of financial struc¬ 
ture, the noiKorporate sector prefers tb hold 
more than SO per cent of its financial saving 
in the form of saving and fixed deposits. The 
second significant preferred asset seems to 
be claims on social security institutions— 


Tabie 1: Savino, Investment and Growth Raie. 195t-:73* 



1951-60 

1961-70 

1971-73 

A All LDCs 




(1) Growth Rate of GDP 

4.50 

5.6 

6..30 

(2) Gross Investment/ONP 

(3) Investment Financing: 

14.9 

19.20 

20.80 

(a) hialional Saving/CNP 

12.g 

18.40 

19.30 

(b) Net Resource Inflow/GNP 

B Middle Income LDCs 

2.1 

1.40 

1.70 

(1) Growth Rate of GDP 

__ 

5.80 

5.90 

(2) Gross Investment/GDP 

(3) Investment Financing 

— 

20.05 

21.60 

(a) Domestic Saving/GDP 

— 

18.78 

19.86 

(b) Net Resource Inflow/GDP 


1.28 

1.76 

C Lnw Income LDCs 




(t) Growth Rate of GDP 

— 

5.00 

1.90 

(2) Cross Investment/GDP 

(3) Investment Financing 

— 

16.98 

15.69 

(a) Domestic Saving/CDP 

— 

14.69 

13.84 

(b) Net Resource Inflow/COP 


2.29 

1.85 


Notm * Growth Rate: Annual Average (per cent). 

Gms Investment/GDP ) 

Saving/ODP ) All ratios in per cent. 

N« R^urce Inflow/CDP ) 

SbtiKcr. I9SI-60 Data from UN Statistkai Tables. 

1961-73 "All LDCs” from Annual Report of the World Bank, 1973. 
. 1961-74 Middle and Low Income Countries data from World Bank. 
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life iiuunmce; pension and provident fluids 
and the hke. Thus, the major part of finan- 
^ saving seems to be in the form of claims 
on financial institutions Saving on the form 
of direct claims (equities and bonds) on the 
hon^financial sectors (government and cor- 
Jsorate sectors) does not exceed 20 per cent 
Of total financial saving ^ 

The evolving structure of financial saving 
In the LOCs does not seem to be different 
from the structure in the developed coun¬ 
tries. In the US, for example, the non¬ 
corporate sector holds about SO per cent of 
Its hnanciat saving in the form of deposits 
and about 30 per cent in the form of claims 
on social security institutions In Japan, 
where the social security institutions are not 
as well developed as in the US, bank deposits 
form more than 80 per cent of total financtal 
saving of the non-corporatc sector' 

For a variety ot reasons, the Japanese 
experience may be more relevant for the 
LDCs than the experience of other developed 
countries in Japan, the non-corporate 
sector saves about 21 per cent of its dis- 
' posable income—the higher rate among the 
developed countites. the US rate being about 
7 per cent More than 60 per cent of this 
saving IS in the form of net financial 
assets—the dominant asset being deposits 
(forming about 80 per cent of total finan¬ 
cial saving) The major explanation for this 
pattern seems to be idated to the institutions 
and policies of the financtal system * 
—There is one bank office per every 10,000 
Japanese, about 7,000 offices of credit 
associations and credit co-operatives, an 
almost equal number of labour, agri¬ 
cultural and fishery co-operatives, 22,000 
offices of the postal saving system 
—Positive, though low, real interest rates — 
real interest rate of 3 per cent on one year 
bank deposit 

—Direct promotion of saving by banks 
through various forms of non-pnee com¬ 
petition such as gifts to depositors, door- 
to-door solicitation, facilities for special 


purpose saving, and the revival of the old 
system of lottery deposits. 
—Governmental policies designed to keep 
the banking system safe through super¬ 
vision, deposit insurance and the imposi¬ 
tion of cedings—m practice amounting to 
rate setting—on deport rates 

Institutional Framework tor 
Financial Poucies 

The structure of linandal saving seems to 
be ewdving in favour of deposits and claims 
on soaal security institutions m LDCs which 
have experienced a sigmficant nse m the 
saving rate of the non-corporate sector 
during the last 15 years or sa Such has been 
the historical trend even in the developed 
countnes It seems desirable for the LDCs 
to assist this trend and concentrate their 
efforts on bringing about or facilitating 
those changes in financial structure, and in 
the laws and regulations which affect it, that 
will ensure, or at least make more likely, that 
a predominately indirect and institutional 
and largely contractual and mandatory flow 
of personal saving contributes as much as 
possible to economic growth For this 
purpose, several important changes will be 
called for in government and business 
policies from those now accepted in many 
countries 

To stimulate financial saving, several 
institutional and policy measures seem to be 
essential 

(I) Since thrift deposits—saving and fixed 
deposits—seem to be a preferred asset, 
the institutional development that 
should have first priority should be the 
widening and deepening of the geo¬ 
graphical and functional scope of the 
commercial banking system This 
system has already evolved in the LDCs, 
but Its scope IS largely restricted to 
urban areas and to the financing of 
modern medium- and large-scale enter¬ 
prises in industry and trade Instead of 
creating new institutions, it seems to be 


more rational and eet^nUcal to 
expand the scope of tl^ tbrongh 
the creauon of a nafion-wide network 
of bank branches, and enlarging their 
functions Such a system ne^ not 
restrict its role to that of purveying 
credit and deposit mobiUtatlon; it can 
and should also provide entreptencurial 
and managerial guidance to agnciiltuie 
and small industry 1^ co-ordinating its 
functions closely with the ageneWin- 
stitutions engaged in providing ffnan- 
cud and non-financtal assistance to 
these sectors.'** 

(ii) It may not be possible for the banking 
system to provide directly financial 
services to small savers and enterprises; 
the administrative costs and risks may 
be high Hence, it may be advisable for 
the banks to forge vital hnks with credit 
unions, co-operative credit institutions, 
rural banks and even money-lenders. A 
study and analysis of LDC expenence 
so far suggests that it was a mistake to 
consider the role of banks and the rote 
of, say, credit co-operatives as com¬ 
petitive In fact, their roles are com 
phmentary The co-operatives art poor 
mobihsers and suffer from insufficiency 
of resources However, they are good 
lending agencies as are the rural banks 
and money-tenders because of their 
ability (a) to reach small enterprises at 
low administrative costs by group loans 
and group technical assistance; (b) to 
enforce repayment by non-economic 
sanctions (group pressures and the like); 

(c) to tailor financtal instruments and 
procedures to the specific needs and 
requirements of small enterprises 
because of close and intimate know¬ 
ledge of the local environment; and 

(d) to recruit staff at wage and salary 
scales much lower than the scales of the 
banks 

The banks, on the other hand, are in 
a position to command laige resources 
snd thus strengthen the resource posi¬ 
tions of co-operatives and the like. 

Thus, both—the banks and the other 
agencies, co-operative and rural private 
banks—need each other Wherever their 
complimentary roles are recognised 
(Ikiwan, Korea and India), the finan¬ 
cial structure is in a sounder position 
to mobilise from as well as allocate 
resources to small enterprises (fwin and 
ncm-farm) than in countries, where their 
roles are considered to be competitive. 
How and with what mstitutionS/agen- 
cies the bankv should forge vital hnks 
IS a question that has to be tackled in 
the specific context of each country. Ear 
example; m Malaysia and Indonesia the 
banks have used ipeal agents—mostly 
traders and money-lenders—fm lend¬ 
ing, while in Ikiwan and IlSorea, the 
farmers’ organisations havopofoiriiwd 
the agency function quite effectivtty. 


Tabi t 2 Okowth Ratf of GDP and GNP Plr Capua, 1965-1984 



I96S-73 1973-80 

1981 

1982 

1983 * 

1984* 

A All LDCs 

(t) Growth rate of GDP 

66 

55 

33 

19 

20 

41 

(2) Growth rate of GNP per capiu 

41 

33 

08 

-07 

-01 

21 

B Low Income (.ountrics 
(1) Growth rate of GDP 

55 

49 

40 

50 

72 

66 

(2) Growth rate of GNP per capita 

30 

31 

20 

28 

52 

47 

C Low Income Africa 
(1) Growth rate of GDP 

39 

27 

17 

07 

07 

16 

(2) Growth rale of GNP per capita 

18 

00 

-17 

-26 

-26 

-IS 

D Middle-Income Oil Importers 
(1) Growth rate of GDP 

70 

56 

20 

08 

07 

33 

(2) Growth rate of GNP per capita 

46 

31 

-08 

-20 

-16 

1 1 

E Middle income Latin Amerira and 
the Caribbean 
(1) Growth rate of GDP 

71 

54 

-10 

-15 

-18 

34 

(2) Growth rate of GNP per capita 

45 

2,9 

-41 

-48 

-45 

11 


NoUf a Estimated 

Growth rale' Annual average (per cent) 

Source World Bank W>tld Development Report, 1985. 
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Innovative approaches are necessary for 
linking the formal and the so called 
informal markets 

(III) Savers are likely to prefer a financial 
instrument that is simple, convemdnt 
and easily intelligible, that docs not 
involve transaction costs and that can 
be easily and aithout loss converted into 
money Interest-bearing deposits of 
various maturities do provide such a 
financial asset However, to make them 
attractive to savers, it is essential to 
devise such deposit schemes as are 
linked to the basic motives to save 
Apart from the unk of deposits with 
saving motives, some deposit schemes 
should also be linked with certam 
services like door-to door collection, 
and, of course, with lending for sound 
schemes/projects small farm and 
non farm enterprises Thus, the real 
return on deposits—return inclusive of 
tangible and intangible benefits other 
than interest—would be sufficiently 
attractive to induce savers to prefer this 
form of financial asset to private lend¬ 
ing or other unproductive physical 
assets like gold, re^ estate, commodity 
inventories and the like '* 

(iv) Apart from this, the monetary yield on 
various types of deposits should be 
comparable to the yield, exclusive of 
risk premium, on private lending The 
yield on private lending is high but 
involves risk If banks enter the fields 
of lending so far monopolised by 
private lenders, the interest rate is likely 
to decline Thking into account this 
possible decline in yield on private lend¬ 
ing and the risk premium attached to 
such lending deposit rates should be so 
fixed as to be comparable to these 
adjusted rates on private lending 
Interest rates as such may or may not 
have the impact on total saving, but they 
certainly have a substantial impact on 
the pattern of saving The interest rate 
structure, then, should be such as to 
induce savers to keep their saving in the 
form of bank deposits rather than in the 
forms of private lending or investment 


A All LOLii 

(1) Investment 

(2) Saving 

(3) Net resource inflow 

(4) External debt/exports (per cent) 

(5) External debt service ratio (per cent) 
B Low Incomr Africa 

(1) Investment 

(2) Saving 

(3) Net resource-inflow 

(4) External debt/exports (per cent) 

(5) Debt service/exports (per cent) 


in unproductive assets 
(V) Compulsory piovident and pension fund 
schemes have proved attractive in several 
countries like TUrkey, Malaysia and 
India Such schemes should be intro 
duced to cover wage and salary earners 
in as many sectors as possible Social 
security deposits have been a preferred 
asset in both the developed and the 
developing countries Their full poten 
tiai should be exploited However, with 
employers' contribution, these schemes 
tend to raise the effective cost of labour 
and thus affect adversely laboui inten 
sivc processes To avoid this effect, these 
schemes could be devised in a manner 
that does not require employers’ 
contribution ” 

(vi) The other asset which savers seem to 
prefer is insurance policies I ife insur 
ance policies should be expanded For 
farmers, life insurance has not proved 
as attractive as crop insurance may, it 
may be possible to introduce com 
pulsory crop insurance schemes that arc 
attractive to farmers and at the same 
time function as effective mobilisers of 
fai m saving For these purposes, bank 
branches can function as agents of 
insurance companies so as to minimise 
administrative expenses Some deposit 
schemes can be linked with life incur 
ance as well as crop insurance 

Towards Evoivino an iNTtCRAiru 
MONFY and CAPITAI MARK! T 

So far, though domestic resource 
mobilisation effort has been impressive, it 
has not enabled a large number of countries 
to direct and canalise these resources fully 
in the desired dircaions The obvious reason 
has been that they have not evolved effective 
and integrated financial mechanisms for 
tiansfemng and allocating resources to, and 
ensuring efficient use tn, sectors that are 
crucial tor implementing their development 
strategy and programmes 
The function ot a sound financial struc 
turc IS to improve the mobility of financial 
resources—from surplus to deficit non 
financial units, and from activities yielding 
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low social returns to those yielding high 
social returns This mobility can be ensured 
pros ided there are (a) institutional change— 
appropriate new institutions and change in 
the institutional philosophy, (b) financial 
instruments consistent with savers’ and 
borrowers’ preferences and needs, and (c) a 
rational positive interest rate structure that 
ensures effective mobilisation and allocation 
Innovations, thus, relating to the finan¬ 
cial structure arc as important, if not more, 
lor the development process as innovations 
■elating to the production structure The 
developing countries of the nineteenth 
century—France, Germany, and Japan for 
example—did successfully introduce signi- 
(leant innovations in the fmanaal structuie.'^ 
In what direction the financial structure 
ot .he present developmg nations should 
evolve depends on the actual specific context 
ot a given countiy However, it is possible 
to suggest some genera) guidelines—based 
on historical and current experience—that 
probably are relevant to most of the I DCs 
1 he fragmentation ol the financial struc 
turc IS largely due to (a) inadequate evolu¬ 
tion - geographical and functional—of the 
banking system, (b) the limitations on 
rational lending policy by tin banks, arising 
from their exclusive emphasis on short term 
lending on the basis ot adequate security and 
collateral rather than on the basis of sound¬ 
ness of schemes and projects, (c) additional 
fragmentation arising from the setting up of 
specialised institutions like the OFCs 
without direct and vital links with the bank¬ 
ing system, and (d) the structure of interest 
rates that fails to reflect the relative scarcity 
ol resources 

If such fragmentation is to be eliminated 
and ‘more fluid cicdit markets" are to be 
evolved there has to be a cential agency that 
has the responsibility of promoting a sound 
financial structure Such a central agency 
exists—namely the central bank 
From the point of view of financial 
development, it is essential to give a develop¬ 
ment orientation to the cential bank 
Many of the I DCs have borrowed central 
bank technology prevailing currently in the 
US or the UK without making any relevant 
creative adaptation of this technology to 
their specific situations Ot course, there 
have been exceptions like Bia/il, Mexico, 
South Korea and India, whose experience 
along with the histoiical cxpciicncc of Japan 
indicates the nature ol desirable innovations 
in the central banking field of the LDCs 
There is a significant difference between 
the role of a centra! bank in a developed 
country and that in a LDC, and this dif¬ 
ference arises from their different stages of 
development The monetary and financial 
system was already well developed when the 
central banks were set up in the developed 
countries In the theory and practice of 
central banking, hence, it is the regulatory 
role ot the central bank that is emphasised 
Central banking functions, obviously. 


Note Per cent of GDP 
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have to be different in countries where the 
flnuicial system hhs yet to evolve to a stage 
reached in the developed countries In the 
LDCs, the role of a central bank cannot be 
restricted to that of a regulator, for the 
institutions to be controlled and the credit 
system to be regulated have still to evolve to 
necessitate a regulator 
What should, indeed, be the primary 
function of a central bank is to take the lead 
in evolving a sound financial sti U' ture The 
development function needs to be performed 
in such a way that the central bank is able 
to maintain close, continuous and active 
contact with the credit system so essential 
for the success of its regulatory function 
The emphasis in early days must be on the 
development of a banking system to control 
This IS not only a logical order, it is also the 
historical order of events in the under 
developed country that is most studied the 
England of earlier centuries It must not 
only be central but also, and very actively, 
a bank " 

It IS somewhat strange that, at an inter 
national level also, the promotional function 
of a central bank is not sufficiently stressed 
in providing technical and financial assist¬ 
ance to the 1 DCs for the purpose pf pro 
moting the evolution of a sound financial 
Structure The result is that a large number 
of central banks have not been appropriate!} 


oriented towards development objectives in 
general, and to the development of a sound 
financial system in particular Further, the 
evolution of specific financial intermediaries 
takes place in such a way as to promote 
further fragmcntatio'i of the capital market, 
or at any rate toe policy of merely pro 
moting specific financial intermediaries does 
not stress the need for an integrative mecha 
msm and agency as provided by the existence 
of a central bank 

Non Moni I islo Saving throloh 
S rn Hfip 

( otisideiabic investment in the rural areas 
of the I IXTs takes place in a non monetised 
form through the use of family labour 
cottages tor family use levelling and clearing 
of land, minor irrigation, farm roads and 
the like Such use of family labour can be 
intensified only it ih> lewards accrue to those 
who work rather than to'those who own 
land The promotion of this type of non 
monetised saving and investment (both are 
the same and directly linked), thus, requires 
security of tenure to those who till the land 
(tenant f irmers) Such security of tenure is 
essential also for obtaining credit from insti 
tutional sources 

Similarly at the community level, real 
assets like minor irrigation, feeder roads 
school buildings community halls, and 


sanitation and hygiene and drinking water 
facilities can be built through voluntary 
labour of community members This is not 
possible, however, without linking rewards 
and work—hence, the need for egalitarian 
rural structures through effective land 
reforms At present, community self-help 
measures have frequently helped the rich at 
the cost of the poor because of highly 
stratified unequal village socio economic 
structures This is one of the ways in which 
greater equality promotes saving and 
investment 

RoiFor iNiORMvi Markfts 

Informal credit markets serve a very useful 
purpose and there should be no legal or 
customary obstacle or inhibition to cxpcri 
mentation and innovation particularly with 
regard to the informal credit markets The 
established large formal dealers are leluctant 
to change over from one type of techno 
logy''expertise to another obviously the sub 
jectivc iisk as well as transaction costs for 
the new untried technology appear to them 
to be much higher than those relating to 
existing technology Since informal market 
dealers opciate largely on the basis of 
pcisonal intimate information and know 
ledge, they are in a much better position to 
identify new oppoitunities for financial 
transactions—new markets requiiing new 
products and processes and at the same 
time, their transaction costs and risks for 
such experimentation are, for obvious 
reasons, unlikely to be high Further, with 
the growth and expansion of the formal 
markets with economic evolution, the in 
formal dealers have a certain compulsion to 
innovate Thus quite often, new markets with 
new innovative products are created and 
nurtured by the informal market dealers, 
once these new markets grow to a certain 
size, the formal markets with their scale 
economies are in a position to introduce the 
new products and thus compete cflectivcly 
with the informal markets 1 his vital role of 
the informal markets in identifying new 
opportunities for financial transactions and 
IP introducing innovations—new financial 
instruments and new piocesses or techno 
logy—for creating and nurturing new 
markets is little appreciated in the literature 
as well as by the policy makers 

RaTIONALL lOR FiNANt tAl Pi ANNING 
Governments cause distortions and in 
efficiencies in the economic structure and 
disincentives lor saving and inequity in dis¬ 
tribution by excessive resort to central bank 
credit for financing their expenditures Part 
of the reason for inflation so caused is in¬ 
efficient financial budgeting or planning ^ 
The simple fact is that the capital bud¬ 
geting d«;ision$ of the government are not 
based on a sound basis of facts and tech¬ 
nique The borrowing on capital account 
from the domestic market is planned with¬ 
out estimating precisely the total financial 


Tabii4 Sk iiiKAi St RPii sis ct Saving on IwisiMiM 1950 S9 



Per Cent ot Gross Domestic Product 


Developed 

Less Developed 

All Countries 


Countries 

Countries 


(1) Households 

61 

3 s 

48 

(2) Emerprise “x” 

76 

49 

6 3 

(3) Government 

1 3 

0 7 

0 3 

(4) Rest ot the world 

01 

2 1 

I 0 

Note "x” includes government enterprises 



Source R W Goldsmith, "Fmancial Struciure and Development Yale 

1969 pp 441 
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(I960 69) (1960 69) (I960 69) (1963 64) 
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A Financial Assets 
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98 123 
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B Financial liabiliiies 
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16 7 
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40 65 
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100 100 

100 too 


(19 0) (10 3) 

(100) (8 2) 

(9 01) (8 20) 

fc Percentage share ot house 




hold saving in national 




saving 


67 2 

61 


Notes Figures in brackets indicate proportion (per cent) to peisonal disposal income 
* Net of financial liabilities 

Sources (!) V V Bhati, 'Saving and flow of Funds Analysis A Tool for Financial Planning 
m India', The Review of Income and Health March 1971 
(2)K W Goldsmith, ‘Changes in the Structure of Personal Saving’ Saung in 
Contemporary Gnomic Research, Brussels Congress Palace, 1V6S 
(t) OECD, "Monetary Policy in Japan", Pans December 1972 
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resources that are likely to be available and 
the claims on these resources of the private 
sector. The government deficit should not 
exceed the total financial surplus of the 
private sector minus the possible claim on 
this surplus of the private business sector. 
In ftnancial terms, the combined deficits in 
the development programmes of the public 
and the private corporate sector should not 
exceed the net surplus of the household 
sector and the net resource inflow from 
abroad. 

This lack of explicit formulation of a 
financial plan that is consistent with the 
projected pattern of investment affects 
governinent policy-making in another way 
alsa The government does not have a sound 
analytic framework to pinpoint the institu¬ 
tional (including the legal framework) and 
other policy measures that need to be taken 
to ensure an effective transfer of real 
resources from the surplus to the deficit 
sectors. The policies relating to the structure 
of saving, financial institutions, instruments 
and interest rates get formulated on the basis 
of partial ad hoc considerations and are not 
vitally and integrally related to the require¬ 
ments of development programmes. Any 
public sector development programme with¬ 
out an internally consistent financing 

Table 


pattern and without an integrated policy 
framework can hardly be called an opera¬ 
tionally viable action programme. Financial 
planning requites data on saving and flow- 
of-funds; unfortunately no attempt is made 
so far, except in very few countries, to collect 
and process these data in an analytical 
frame, suited for planning and policy 
purposes.^' 

Summary and concuisions 

The major conclusions of the paper arc 
stated below; 

(i) TWo major areas for domestic policy 
action are identified: 

(a) Government tax-expenditure and 
pricing policies and 

(b) Financial structure policies. The 
framework suggested is a stylised 
framework; actual framework has 
inevitably to be governed by the specific 
socio-economic context, 

(ii) The stylised facts about (b) are the 
following: the financial structure 
policies arc not based on data and 
analysis of saving and flow-of-funds 
.structure and hence have fragmented 
the money and capital market (urban 
industry and trade bias of the banking 
system and special financial institu- 

i: STRucTURt oi Household Sector’s Financi 


tions, both of which are not effectively 
linked with the informal markets); the .. 
structure has failed to mobilise poten-.V, 
tial saving (lack of financial instru- '■ 
ments tailored to saving motives and 
preferences with positive real inieregt, 
rates) and devise appropriate fending ; 
instruments for small enterprises, and ‘ 
misallocated resources and increased' - 
income and wealth inequaUty through 
lending policies based on coUatnal and 
security, and low, quite often negative,, 
interest rates. The central banks have 
concentrated on regulatory ptolicles- 
(ineffective without an integrated 
money and capital market) rather than 
on promoting a sound financial struc¬ 
ture—which in LDCs should be the 
major function of a central bank. 

(iii) It is essential to evolve financial instru¬ 
ments that are attractive to the house-, 
hold sector if its potential saving is to 
be mobilised. The characteristics of a 
financial instrument are productivity, 
(p), liquidity (I). interest (i). transaction 
cost (t), and risk (r). The attractiveness 
of an instrument depends on the excess 
of fp+l+i) over (t-yr) in terms of the 
preference pattern of a saver. 

Currently, in many countries, the 

Saving 


Thrift Contractual_ 

Deposits Saving Central Govt 

Bonds 

2 3 
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Other Corporate 

Bonds Stock 

4 


Total Saving 


USA 8 52 37 2 4 -3 3 — 100 
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30 
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44 

10.0 
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18 


33 

25 
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12 

(1961-65) 

Korea 

38 


31 

1 

(1958-59) 
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68.9 

(1955-58) 
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23 


22 

38 

(1956-60) 

Sri Lanka 


45.2 


43.6 
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53.4 


27.7 

(1963-64) 


12 

17 
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1 
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Sources: (1) R W Goldsmith, 'Change in the Structure of Personal Saving', in “Saving in Contemporary foonomic Research”, (Brussels), 196S. 

(2) Organisation for Economic Co-operation and Development, “Capital Market Study” (Paris), 1967-68. 

(3) V V Bhatt,- “Saving and Flow of Fund Analysis”, Reserve Bank of India Bulletin, September 1965. 

(4) “Measures for Midiilising Domestic Saving for Productive Investment”, Economic Bulletin for Asia and the Far East, December 1962, 
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wVjan b\as and \s ortented towards 
tinanung large industry and trade 
Since the banks have no branches in the 
rural and semi-urbaii areas, potential 
saving IS not mobilised, as the transac 
non cost of acquiring deposit instru 
ments in banks located in the urban 
areas is very high (cost of travel, time 
and unfamiliar language and forma¬ 
lities) To leduce the transaction cost, 

It IS essential to widen and deepen the 
geographical and functional scope of 
the commercial banking system It 
needs to open branches in rural and 
semi-urban areas and change its techno 
logy suitably so as to acquire the exper 
tisc essential for financing small taini 
and non farm enterprises T he overall 
transaction cost to banks as well as 
savers can be further reduced if the 
commercial banks established dost 
links with co-operative banks, credit 
unions and even moneylenders The 
latter function on the basis ot their 
personal knowledge ot the customers 
and their methods of operation are 
informal, hence, their transaction cost 
as well as the transaction cost of savers 
and borrowers is lower than that 
relating to the commercial banks 

The depositor's risks can be reduced 
by deposit insurance, and elo.c and 
effective siipetvision of the banking 
system by the central bank 

The productivity ot a deposit instiu 
ment can be raised by tailoring it to the 
basic motives to save and linking it with 
lending as well as othei service lacilitics 
For example, one of the basic motives 
to save IS to acquiic a house of one’s 
own, if a housing deposit is created such 
that if a person saves a ceitain amount 
(say, 25 per cent of the cost of a house), 
he would be able to get a loan for con 
structing or acquiring a house, it may 
be possible to mobilise saving intended 
for this purpose If a farmer, who saves 
with a bank, is assured a loan for a 
sound project, he would be induced to 
acquire a deposit instrument It has 
been the experience of many coiintiics 
that lending linked deposits, (that is, 
the lacility to borrow for a depositor 
in case of need lor sound piojects oi 
purpose's) are very attractive to the 
household sector and in particular, to 
the low and middle income groups of 
this sector For the very low income 
groups, door to-door collection ot 
deposits on a regular control lual basis 
linked with facilities to boirow can 
reduce transaction cost and improve the 
productivity of the deposit instrument 
Such deposit called Pigmy Deposit in 
India have proved attractive to low 
income groups 

The interest on deposit instruments 
should be positive in real terms, if it is 
not so, savers may be induced to keep 
their savings in unproductive and 
speculative assets like gold, real estate. 


inventories of goods and even foreign 
currency 

Compulsory provident funds and 
pension schemes have proved quite 
attractive in several countries as they are 
linked directly with some of the basic 
motives to save like provision for old 
age and bequest to children Similarly, 
appropriate insurance scheme; serve the 
same basic motives to save and hence, 
arc quite attractive It is essential to 
widen the scope—geographical and 
functional—of these schemes It bank 
branches are used to collect premiums 
on insurance policies—including crop 
insurance—through insurance linked 
deposit schemes the transaction cost 
can be reduced and potential saving can 
be mobilised 

(iv) Central bank, the key agency in charge 
of developing a sound financial siruc 
tuie, should concentrate, even tor ensur 
mg the effi( tiveness of its rcgulatorv 
policies on promotion of a well 
intcgiatcd sound financial stiucture 
(structure ot institutions,mstruments and 
inteiest rates) through innovative- not 
imitative and conventional- policies 
such as (a) widening and deepening ot 
the geographical and functional scope 
of the banking system, (b) stablishing 
oiganic links between the bankiYig 
system and informal credit maikcts on 
the one hand and between the hanking 
system and the agencies providing tcch 
meal, managerial and enttcprcneuridl 
guidance and assistance to small enter 
prises on the other, (c) linking spci la 
liscd financial institutions like the DI Cs 
with the banking system, (d) promotion 
of social security institutions, and 
(c) ensuring a positive real interest latc 
structure, rellccting the characteiisiics 
ot various financial instruments 

(v) lor small farm enterpiises, saving is 
linked with msestment opponunities, 
non monetised saving, thus can in 
crease by hard work provided liuits of 
family labour arc ensured to the family 
Secuiity ot tenuic for small tarmeis, 
thus IS a precondition Similarly, at the 
community level, real assets like minor 
irrigation, feeder roads, school bull 
dings, cominunitv halls, and sanitation 
hvgiene and drinking water facilities can 
be built through voluntary labour of the 
communitv members I his again is not 
possible without linking directiv 
rewards and work —hence the need for 
egalitaiian village structures through 
eftcctivc land reforms At present, com 
munity self help measures have merely 
helped the iich at the cost of the poor 
because ot highly stratified unequal 
village socio economic sfructures 

(vi) It IS essential to avoid inflationary 
pressure through sound tinancial plan¬ 
ning, for this purpose the flow of-funds 
framewoik needs to be developed Such 
a framework is also relevant for identi¬ 
fying the gaps in the financial structure 


and as an indicator of appropriate 
financial policies 
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Endemic Goitre: Why the Apathy? 

Review of National Goitre Control Programme 

C S Pandav 
N Kuchupillai 
M O Karmarkar 
L M Nath 

More than 120 million people in India are exposed to the risk of endemic goitre which has long been established 
as being a consequence of environmental iodine deficiency. Iodine prophylaxis through the widespread use of 
iodised salt is the accepted and financially feasible method of preventing and controlling endemic goitre. The 
National Goitre Control Programme (NGCPJ is now two decades old. Yet, less than 15 per cent of the known 
endemic areas are being covered under the programme. Why has the NGCP failed? This article critically reviews 
the programme. 


THE National Gbitre Control Programme 
(NGCP) was launched by the Government 
of India towards the end of the Second Five 
Year Plan, in 1962, to identify the goitre 
endemic regions of the country and supple¬ 
ment the intake of iodine to the population 
of the endemic regions in order to prevent 
endemic goitre and its grave consequence$[I). 
NGCP has three main components: 

(i) Initial surveys to identify endemic areas. 

(ii) Production of iodised s^t and its supply 
to the endemic regions, (iii) Resurveys in 
goitre endemic regions after 5 years of con¬ 
tinuous supply of iodised salt to assess the 
impact of the control programme. This is a 
purely Central scheme and the entire expen¬ 
diture incurred in the production of iodised 
salt is met by the Ministry of Health and 
Family Welfare (Department of Public 
Health) and is released as grant-in-aid to the 
three units currently engaged in manufac¬ 
turing iodised salt. 

It is now two decades since the NGCP has 
been in operation. Yet, according to the latest 
available information (as of 1981), less than 
15 per cent of the known endemic areas have 
been covered by the programme. (Thble 1) 

The primacy of environment^ iodine 
deficiency in the causation of Himalayan 
endemic goitre and the effectiveness of 
iodine prophylaxis in the control of endemic 
goitre has been established by a series of 
investigative efforts spanning over a decade 
by Ramalingaswami et at [3,4,5,6, 7]. Thus 
iodine prophylaxis has bMtrclearly demon¬ 
strated to be effective in the control of 
endemic goitre in India. The cure and 
prevention are elegantly simple, easily 
available and acceptable as well as finan¬ 
cially feasible. It is essentially the 

(1) Lack of appreciation and application 
of “the planning cycle'* to National Goitre 
Control Programme in the framework of 
existing health system in India, and the 

(2) Lack of awareness and appreciation of 
the seriousness of the scourge of environ¬ 
mental iodine deficiency at all lelvels— 
bureaucratic, political, social and even 
medical—at all the three main links of the 
health system in India, i e, Central, state and 
local, which is permitting' this dreaded 
disease to flourish. 

Under the Constitution of India, states are 
largely independent in matters relating to the 
delivery of health care to the people Each 


state tlwrcfore has developed its own system 
of health care delivery, independent of the 
Central government. The Central govern¬ 
ment’s responsibility consists mainly of 
policy making, planning, guiding, assisting, 
evaluating and co-ordinating the uork of the 
state health ministries, so that health services 
cover every part of the country, and no state 
lags behind for want of these services, it is 
in this framework of existing health system 
in India that there has been lack of apprecia¬ 
tion and application of “the planning cycle” 
to the National Goitre Control Programme, 
which has resulted in its failure to achieve 
the objectives, set two decades back. 

Planning, though a part of one's everyday 
life, is often overlooked in the context of 
other peoples’ life. Planning is not a hapha¬ 
zard process; it involves a succession of steps. 
The planning cycle consists of (1) Recog¬ 
nising and defining the problem (2) Esta¬ 
blishing objectives and goals (3) Fixing 
priorities (4) Setting up targets (S) Survey¬ 
ing existing resources in terms of money, 
material and man power (6) Drawing up the 
plan (7) Programming and implementation 
(8) Evaluation Figure I [8,9, 10, II]. In this 
article, we have reviewed National Goitre 
Control Programme in the framework of 
“the planning cycle”. The administrative 
structure of National Goitre Control Pro¬ 
gramme is shown in Figure 2. 

Planning is a matter of team work and 
consultation. This fundamental principle has 
been overlooked in NGCP. It would soon 
become evident in this review that there has 
been a conspicuous and consistent lack of 
team-work and consultation between the 
Central and slate governments and between 


state governments and local government in 
implementation of NGCP. 

RECOr'iNISINO AND DEFINING 
THE PROBLEM 

Endemic goitre has been recognised as a 
problem of public health importance in 
India. According to the latest available 
estimate about 120 million people in India 
live in the known goitre endemic regions. 
(See Figure 3.) Of these, the actual number 
of people afflicted with goitre is estimated 
to be about 40 million. Several authorities 
hold that approximately 300 million people 
are exposed to the risk of goitre throughout 
the country and over 60 million are goitrous 
[12]. In addition there are many suspected 
endemic areas, which have yet to be identi¬ 
fied. In fact, according to NGCP, no part 
of the country can be considered as totally 
goitre free [2]. The average total prevalence 
of goitre in these endemic regions is about 3S 
per cent the range being 10 to 70 per cent [1]. 

The severity of goitre is assessed by 
(1) clinical examination of the thyroid gland 
of patients by standardised methods of 
inspection and palpation, and classification 
of goitre and by (2) biochemical examination 
in a statistically representative sample. Some 
of the methods used are Radioactive 1'^' 
uptake studies; and/or urinary stable iodine 
estimation, expressed as microgrammes 
(meg) of iodine per gram (gm) of creatinine 
in random urine samples collected on the 
spot during goitre survey. Where available 
tests such as scrum levels of thyroid hor¬ 
mones and Thyroid Stimulating Hormone 
(TSH) should be carried out. These 
parameters also establish the etiology of 


Tabi e 1: Requirement and Production of Iodised Salt in india- 
PosmON During Cai endar Year 1981 


Description 

1 Total requirement for covering entire known endemic 
area 

2 Tbtal installed capacity of 12 iodisation plants set up 

3 Total requirement for existing covered area under 
NGCP 

4 Ibtal annual quota Fixed for allotment to Nepal 

5 ToUl actual production from the installed capacity 
for both India and Nepal together 


Iodised Salt (Metric Tonnes) 


7,00,000 

3,76,000 


240.000 

60,000 

1,30,000 


Sourer. National Goitre Control Programme, Ministry of Health and Family Wfelfare, Govern¬ 
ment of India, New Delhi (1982). 
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goitre due to iodine deficiency. 

By severity of endemic goitre clinically, we 
mean, assessment and classification of 
enlarged thyroid gland. While the normal 
thyroid gland can be palpated if the exami-. 
nation is done with care, it is to be noted 
here that any clinically' detectable enlarge¬ 
ment of the thyroid, however mild and 
"siient” it may be and even if it is confined 
to adolescent girls is a sign of abnormality. 
It indicates that the thyroid gland is unable 
to produce the requisite amount of hormone 
at its normal size and undergoes hypertrophy 
and hyperplasia as an immediate compen¬ 
satory reaction. The compensatory mecha¬ 
nism, however, is not completely efficient. 

Some goitrous children lag behind in intel¬ 
ligence when compared to those with a 
normal thyroid. Therefore, the prophylaxis 
of “physiological” or “juvenile'* goitre is 
indispensable, lb quote David Marine: “The 
prevention of simple goitre means vastly 
more than preserving the normal outlines of 
the neck [13]. 

Classification of goitre 

The survey teams of NGCP are using the 
WHO classification for assessment of goitre 
since 1967 [14]. 

In our studies, we are using Stanbury’s 
dassiflcation which in turn has been adapted 
ftom that first suggested by I^z et al 
(Ihble 2). This is a practical classiBcation 
which can be easily picked up by the Com¬ 
munity Health Volunteer (CH VL It may be 
. noted here that grading of the thyroid gland 
it inherently subjective. Thus the most im¬ 
portant factors affecting the accuracy of 
estimations of goitre frequency are the 
: Vtfiabiiity of the observer's assessment over 
n period of time (intra-observer variability) 
mid the variability among several observers 
. Outer-observer variability) specially with 
vietonce to a palpable goitre. With an on¬ 


going training programme, these errors can 
be minimised and controlled, making results 
comparable. 

Our experience in the field has shown that 
if 20 per cent of the population i e, both 
sexes, age group five years to 19 years have 
Grade II enlargement of the thyroid gland, 
i e, thyroid visible with head in a normal 
position (Sianbury's classification) [IS], then 
the problem of endemic goitre is severe 
enough to warrant priority iodised salt 
supply. It may be noted here that Grade II 
enlargement of thyroid gland is the most 
readily reproducible indicator of grading of 
goitre, which eliminates the intra-observer 
as well as inter-observer variability. Thus, the 
existing information on goitre prevalence 
should be looked both in terms of number 
of people afflicted and severity of the pro¬ 
blem. This would automatically be useful in 
fixing up priorities thereby supplying iodised 
salt to severely affected areas where it is 
urgently needed.^ 

A WHO study"group in 1952, has recom¬ 
mended that school goitre survey results can 
be projected directly to the general popula¬ 
tion of the localities to which the surveyed 
school belong [16]. Our experience in the 
field has been different. With the existing 
social practice prevailing in the Indian 
villages, girls as a rule are not sent to the 
schools. Hence we have found that school 
goitre surveys, though requiring little 
preparation and providing hi^ participation 
rate of the susceptible age groups in these 
areas cannot be representative of the popula¬ 
tion. Vi/e emphasise that it is the population 
in the age group (five years-19 years) of both 
the sexes which needs to be surveyed. At this 
stage, we would like to mention our recent 
observations in the Oangetic plains of Uttar 
Pradesh and Bihar; which clearly bring out 
the idationdiip betweoi flooding Itnd goitre 
p.evalence [12]. It is a folklore in several of 


the areas that goitre is most noticeable in the 
flood-prone hamlets nestled particularly 
along the bends of th^ river. While making 
the study design for goitre surveys these 
observation should be taken note oL There¬ 
fore, we suggest that in assessing the pro¬ 
blem of endemic goitre in a suspected 
district, a village should be taken as the unit 
of sampling. Goitre studies carried out in 
the selected villages would also provide an 
opportunity of assessing the main attendant 
disabilities of endemic goitre i e, cretinism, 
deafmutisro and gross disorders of loco¬ 
motion. A statist!^ design can be made to 
ensure inclusion of representative sample of 
villages to be examined. With the help of 
trained Primary Health Centre doctors and 
the existing health |wra-professional attd 
CHVs, a rapid survey in a village among the 
population, both sexes, age groups five years 
10 19 years can be organised and carried out. 

Biochemical examination for assessing the 
severity of the goitre are: (a) Radioactive 
uptake studies: If needed can be done only 
at the initial phase of the study. A portable 
scintillation counter and capsules with 
radioactive 1'^' iodine are needed to carry 
out the uptake studies, (b) For estimating 
urinary stable iodine, a laboratory can be set 
up at a state level. The same laboratory can 
also be used as a reference laboratory for 
estimating the iodine content of the dupli¬ 
cate samples of iodised salt collected at 
different levels of distribution in the state. 
As mentioned above, urinary stable iodine 
expressed as iodine/creatinine ratio is a 
biochemical parameter for assessing the 
severity of endemic goitre. Ii has been 
suggested that endemic goitre should also 
be classified according to the severity of 
iodine deficiency expressed as iodine/ 
creatinine ratio. FoUis proposed a .scheme of 
classification in five groups of increasing, 
severity, based on arbitrary separation of the 
data with respect to iodine excretion in 
terms of increments of 25 meg iodine/gm 
creatinine [17], 

Group I: No individuals excrete less 
than 50 meg iodine/gm 
creatinine. 

Group II: None excrete lesi than 25 meg 
iodine/gm creatinine 
although some (approxi¬ 
mately 25 per cent) fall in 26 
to 50 meg iodine/gm 
creatinine range 

Group Ill: Not more than IS per cent fall 
into 0 to 25 meg Iodine/gm 
creatinine ranpe and a larger 
percentage in 26 to 50 meg 
iodine/gm cneattaune range 

Group IV: More than 15 per cent of the 
values fall in 0 to 25 meg 
range but this percentage is 
not greater than in any of tlw 
.other 25 meg Increments. 

Group V: The largest proportion excrete 
in the 0 to 25 meg iodine/gm 
creatinine 

This classification has the advantage that 
grading is based on a judgment of the whole 
distribution of values rather than on single 
mean. In this regard it may be remembered 
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figure 2 Administrative structure of national Goitre Control programme 



that the mean is a statistical parameter very 
sensitive to a tew extreme values and that 
iodine excretion is known to have disiribu 
tion skewed toward high values [18, 19] 

Thus urinary stable Iodine estimation 
studies should be carried out in a represen 
tativc sample of the population under study 
The analysis of the samples, as mentioned 
earlier, be done in a laboratory set up at the 
state level While a laboratory should be set 
up at endemic goitrous districts for esti 
mating the iodine content c f iodised salt 
samples collected by the food inspectors, the 
duplicate sample of the same be sent to the 
state reference laboratory for ensuring 
quality control 

Where teasible tests such as serum levels 
of thyroid hormones and thyroid stimula 
ting hormone (TSH) should be earned in 
a representative population 

Health Sionimcance oi 
Endemic Goiirl 

The health sigmEcance of endemic goitre 
and iodine deficiency has been grossly 
underestimated and ignored, so far For 
environmental iodine deficiency not only 
cause goitre and functional failure of the 
thyroid gland in the exposed population but 
also more importantly cause a major irrever 
sible type of developmental defects which are 
described in the syndrome of endemic creti 
msm (Ihble 1) Epidemiological evidence 
show that these defects are relaied to severe 
environmental iodine deficiency Prophy¬ 
lactic measures to correct iodine deficiency 
control the incidence of endemic goitre and 
endemic cretinism [21] 

In areas where goitre prevalence is more 
than so per cent, nugor attendant disabilities 
(dcKiiM above) are present in 4 per cent 
of the population {12) A seminar on goitre 


control held in New Delhi, under the 
sponsorship of WHO in 1967, recommended 
that the presence in a population of 1 per 
cent of persons who could be classified as 
cretins would demand early and urgent 
action [14] According to the survey con 
ducted by NQC P there are six districts and 
one Union Territory in India yrhere goitre 
prevalence is more than SO per cent (Ihbie 4) 
The tragedy is that though these recom 
mendations were made in India there is not 
even a talk ot initiating early and urgent 
action in these seven areas, that of iodised 
oil injections The programme of iodised oil 
injections to the population—women upto 
45 years of age and men upto 20 years of 
age—should start on a war tooting till such 
time iodised salt becomes reality for the 
silent suffering millions 
The cost estimates of an lodinated oil pro 
phylaxis programme now in progress, for I S 
million inhabiunts of Ubangi the popula 
tion being approximately equivalent to a 
district in India according to the 1981 census 
in north west Zaire, in Central Africa is nine 
US cents (approximately 90 paise) per 
person year of protection This programme 
IS being carried out in a region where no 
local health service is available and where 
the only facilities provided are a few rooms 
for the central unit In areas, where the 
control programmes for other diseases 
already exist, the cost could be reduced 
significantly by the sharing of expenses [22] 
Even this cost is a mmiscule price to pay for 
preventing a case of goitre or cretinism In 
fact when a suggestion of introducing 
iodised oil programme in these severely 
affected districts of India was made, it was 
considered as being rather expensive 
The developmental defects described in 
the syndrome of endemic cretinism are 
believ^ to ensue from the abnormalities of 


thyroid hormone synthesis induced by sRveie 
environmental iodine deficiency [23] 
Prompt detection and immediate treatment 
of thyroid deficiency at birth can effectively 
prevent the development of such irreversible 
disorders mentioned in the syndrome of 
endemic cretinism [24,2S] With this aim in 
view, most of the develoi^ countries have 
now initiated national screening pro 
gramme for early detection and prompt 
treatment oi hypothyroidism at birth [26] 
The reported average incidence of neonatm 
hypothyroidism in these developed countnes, 
with no endemic goitre, is 1 in 6,000 births 
[27, 28, 29] 

In India, 120 million people ate exposed 
to the risk of environmental iodine deficien 
cy [1] With the present birth rate of 33 per 
1,000, close to 400.000 children born every 
year i e, with every passing minute a child 
born in these areas is exposed to the risk of 
irreversible brain damage due to thyroid 
hormone deficiency [30] And yet this is all 
preventable Hypothyroidism detected early 
can be effectively treated with thyraxme 
tablets The cost of this treatment for one 
year is Rs IS miniscule price to pay for 
preventing a case of mental retardation 
Today, even these tablets are not available 
in the market 

Thus, the health significance of endemic 
goitre and iodine deficiency is a frightening 
biopathological reality The tragedy is that 
even the medical profession is unaware of 
the severity and magnitude of the problem 
and Its detrimental and irreversible effects 
on health The most seriously affected 
population living in isolated rural areas can¬ 
not be continuously abandoned to fate. 
Clearly there is an emergent need of educa¬ 
tion of health personnel, health education 
and urgent implementation of prophylactic 
measures 
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National goifrf Coniroi 
PRCX iRAMMh 

The objectives of the National Goitre 
Control Programme though well stated lack 
the dimension of time and resources. By 
definition objectives need to be prcase. It 
is either achieved or not achieved in the 
defined time peiiod They need to be esta¬ 
blished at all levels down to the smallest 
organisational unit. In this programme, the 
unit being a village where goitre is prevalent 
in endemic proportions 


three districts (Kangra, Gurdaspur, Hoshiar- 
pur) where a resurvey was carried out alter 
five years of continuous iodised salt supply 
While there is not even a single district which 
IS leceiving continuous supply of iodised salt 
where a resurvey is being carried regularly 
at an interval of five years. 

The finding of rcsurvey results in even 
more startling Base line prevalence of goitre 
in Champarn district was 40 per cent as per 
the survey carried in 1960. In the resurvey 
th prevalence estimated in 64.S per cent in 
East Champaram and 57.2 per cent in West 


mated popuhitioa of fe diitrict (cennu I98IK 
the total population of these, seven areas with 
goitre piev^ence more than 50 per cent 
would be approximatdy 11.7 million {30], In 
India, the aiwage daily consumption of salt 
per head is 10 to IS gram i e, approximately 
five kg of salt per caput per year [30]. The 
estimated annual iodised salt requirement of 
these seven goitrous areas with a total 
population of 11.7 million is 58,500 MT. 

The total insulled capacity of 12 todiia- 
non plants set up is 3,76,00 MT while the 
total actual production for the calendar year 
1981 IS 1,30,000 MT CQtble 1). 1b begin with, 
these plants should immediateiy increase 
their production by 58,500 MT and supply 
the iodised salt on a priority basis to these 
seven areas till such time iodised oil injec¬ 
tion programme is taken up. 

Setting Targets 

Initial surveys and resurveys in the year 

1980- 81 and 1981-82 have been carried out 
in seven districts of four states, and the entire 
state of Nagaland. As regards the targets for 
installation of additional iodls^ion plants 
to cover new goitre endemic regions; for the 
year 1980-82, two plants were to be set up 
for supplying salt to Assam and for the year 

1981- 82; three plants were to be set up for 
supplying salt to TVipura, Nagaland and 
Meghalaya Till date the two plants set up 
at Gauhati in lanuary 1980, have not started 
working. While UNICEF funds originally 
marked for procurement of the other three 
lodisation plants has lapsed. Due to the 
reduction in UNICEF budget. Binds avail¬ 
able during 1982 may not be sufficient to 
procure even two lodisation plants. For 1983, 
It may be possible to obtain only one plant. 
In this regard, the Directorate General of 
Health Services, New Delhi had sent a 
request for purchase to UNICEF ofnee, New 
Delhi, which it has not received. Fbllure to 
receive the request has resulted in the lapse 
of the funds available for 1980-81. The.se two 
plants can produce 60,000 MT of iodised salt 
enough to cover the emergent requirement 
of the seven endemic areas with more than 
50 per cent goitre prevalence. Clearly there 
IS an urgent need for effective communica¬ 
tion between the DCHS and UNICEF, the 


Priorities have not been fixed for the 
distribution of iodised salt to the endemic 
areas. From the Tables stating goitre- 
prevalence in a district and commencement 
of iodised salt supply to these districts, it is 
obvious, as of date, that a district is chosen 
for supply of iodised salt in an arbitrary 
teshion. Of the six districts belonging to 
three states and an Union Ibrritory with a 
goitre prevalence more than 50 per cent only 
two districts, both in Bihar (East and West 
Champaran) are supposed to be receiving 
iodised salt supply. As per the objectives of 
the programme a resurvey in goitre endemic 
areas is to be carried after five years of con¬ 
tinuous supply of iodised salt to assess the 
impact of control programme. In these two 
districts, a resurvey was done 15 years after 
the commencement of the iodised salt 
supply. In point of fact, of the 39 districts 
and two Union Ibnitories where iodised salt 
supply has commenced, a resurvey has been 
carrM out only in 11 districts and one 
Union Ibmtory (Ikble 5) 12). There are only 


Champaran. And this is supposed to be after agency which has been assisting the pro- 

15 years of continuous iodised salt supply, gramme right from its beginning. If the state 

Another point to be taken note of is the dif- health representatives of the severely affected 

ferent classification used for assessing goitre district have frequent meetings with the 

size by different observers. It is obvious that DCHS, New Delhi and UNICEF. New Delhi 

an uniform classiHcation should be followed along with the relevant files, the decision of 

by all the workers and a continuous efforts instidling the new plants and the feasibility 

be made to control the intra-observer and of immediate production and speedy distri- 

inter-observer variability. button of salt can be taken on the spot, thus 

With 1.676 million as the average esti- totally eliminating the avoidable delays 

Tablf 2; Classification of Goitre 


Thyroid Palpable _ Thyroid Visible: Head Position _ Grade 

Not palpable Not visible Oa 

Distinctly palpable Not visible Ob 

Easily palpable —Visible with head in either 

normal or raised position 1 

—Presence of a discrete nodule 
Easily palpable —Easily visible with head in a 

nornial position , 11 

Easily palpable —Goitre visible at a distance III 

Easily palpable —Monstrous goitre_ IV 


Source: Stanbury et al. WHO Chron 28: 1974, 220. 
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which are causing inepairable damage to the 
children born in these severely goitrous areas 

Surveying Existing Resources 

TWo central goitre survey teams have been 
working in the OCHS for undertaking the 
initial surveys and resurveys Both these 
teams have conducted initial surveys in 
almost the entire sub Himalayan regions as 
well as certain areas in the Central Plateau 
of the country In the last 20 years, initial 
surveys have been earned out in 81 districts 
of 16 states and four Uraon Terntories while 
resurveys have been undertaken m 11 distncts 
of five states and one Union Territory 
Considering the limitation ot working of 
two teams with two members each this, is 
certainly an impressive athicvemeni In the 
course of these 20 years, there has been a 
change in the elassihcation of enlargement 
of thyroid gland and also a change m the 
composition of the teams Under these 
circumstances initial surveys and resurveys 
have lost their relevance 

With the existing magnitude of the pro 
blem, IS hat is required is not two goitre 
survey teams of DOHS but a survey team 
consisting of existing staff at each Primary 
Health Centre ol the affected district The 
medical officer in charge of the PHC should 
form a team oi health assistants, multi 
purpose workers and CHV of the villages 
to carry out goitre surveys and resurveys 
With tins decentralisation instead ot two 
central goitre survey teams of DOHS a team 
formed at every PHC of goitre affected 


districts would conduct base-line surveys for 
goitre prevalence and regularly organise 
resurveys at fixed intervals for assessing the 
impact of salt todisation programme 1 he 
active involvement of staff at PHC would 
possibly help to create demand ot iodised 
salt and streamline its supply and distribu 
tion to the affected areas Training and 
orientation of the state health officers ol the 
16 states and four Union Ibrritones where 
goitre prevalence studies have been earned 
out till date and chief medical officer of the 
seven areas with more than 50 per cent gome 
prevalence can be organised in co operation 
with the Union and state health ministiics 
They would in turn, conduct the orientation 
and training programme at their respective 
sutes and districts through state goitre cells 
This would be an ongoing programme 

The entire expenditure incurred in the pro 
duction of iodised salt is met by the Ministiy 
of Health and hamily Welfare, which is 
released as gram in aid to the three units 
engaged in manufacturing iodised salt 1 he 
Ministry of Industry through the ofticc of 
the Salt Commissioner, Jaipur is piimarily 
responsible for production and supply ot 
iodised salt 

At present three lodisation units are 
working at Khargoda (Gujarat), Sambhar 
Lake (Rajasthan) and Howrah (\A^t Bengal) 
The first two lodisation units aie under the 
management of the Hindustan Salt I imitcd, 
Jaipur, while the lodisation units at Howrah 
IS under the administrative control of the 
Salt Commissioner, Jaipur through the 


Tabi 3 Dh-inition or Lndemic CartiNisM 


No Major Teatures 


Description of Major Features 


Epidemiology 
Clinical manifestations 


Prevenlion 


Associated with endemic goitre and severe iodine 
deficiency 

Mental dericiency (included by most observers as integial 
component of the definition) together with either 
A predominant neurological syndrome consisting ot 
defects of hearing and sjieech and with characteristic 
disorders of stance and gait of varying degree, or 
—Predominant hypothyroidism and stunted growth 
-In some regions one of the two types predominate, in 
other areas a mixture of the two syndromes occur 
Areas where adequate correction of iodine has been 
achieved, endemic cretinism has been prevented 


Table 4 Avail ability of Iodised Sait to Districts and Union iFRRiroRv with Goitri 
Prevalence More than SO Per Cent (1982) 

State District Goitre Prevalence Year of Baseline Commencement 




’ (Per Cent) 

Survey/Resurvey 
(R) 

and Year ot 
Iodised Salt 
Supply 

1 Bihar 

Champaran 
(East and West) 

403 

I960 

Yes 1964 


1 East 
Champaran 

645 

I979{R) 

Yes 1964 


2 West 
Champaran 

57 2 

I979(R) 

Yes 1964 

II Madhya Pradesh 

3 Shahdol 

55 6 

1976 

Not yet begun 

III Mizoram 

4 Mizoram 

686 

1978 

Not yet begun 

IV Uttar Pradesh 

5 Gonda 

65 9 

1978 

Not yet begun 


6 Deona 

65 0 

1973 

Not yet begun 


7 Bareilly 

640 

1974 

Not yet begun 


Source- Nationad Gonre Conjrol Programme, Ministry of Health and Family Welfare, Govern 
ment of India, New Delhi (1982) 


Assistant Salt Commissioner, Calcutta All 
the lodisation units have been working under 
the technical supervision of the Salt Com 
niissioncr, Jaipur The DGHS also super 
vises and monitors the programme and 
works in cO ordination with the Salt Com 
missioner Jaipur 

IVelve lodisation plants provided by 
UNICEF have been distributed among these 
three manufacturing units—Khargoda, three 
plants, Sambhar lake five plants and 
Howrah, four plants l\vo more todisation 
plants donated by UNICFF have been tern 
poranly installed at Oauhau during 1979 80, 
under the administrative coutiol of Assis¬ 
tant Salt C ommissioner, < alcutta 1 ill date, 
the production ot salt has not been resumed 
due to present uncertain situation in Assam 
These 12 plants have a production capacity 
of 3 76 lakh M T These plants have recorded, 
consistent poor performance the production 
being only I 3rd of the capacity (Thble I) 
W ith 60,000 Ml aalt allotted to Nepal, less 
than 15 pei cent of the population in the 
endemic areas is being covered by the pro 
gramme TWo todisation plants have a 
capacity of producing 60 (XX) MT of iodised 
salt, which easily meets the emergent 
requirement ot the seven areas having more 
than SO per cent goitre prevalence An etiort 
should be made to shift these plants from 
Gauhati and instal one at Gonda district of 
UP and the other at West Champaran 
distnct ol Bihar, these being the severely 
goitre affected districts (table 4) 

The Salt C ommissioner, Jaipur should 
take emergent measures to boost the produc 
tion of the existing todisation plants and 
oiganisc imi^ediate repairs to the existing 
plants If the production ol salt is being 
interrupted due to frequent power failures, 
diesel generator sets should be installed The 
new lodisation plants should be installed 
nearest to the target population One plant 
with the existing production capacity of 
30,000 MT IS enough to meet the require 
ment ol three neighbouring distncts at the 
annual requirement ol 500 M T T|ie average 
population of a distnct as per the 1981 
census IS 16 76 lakh and annual requirement 
of iodised sail is 5 kg per capita per year 
III fact what IS needed arc mint lodisa 
tion plants with a production capacity ol 
10,000 MI so that every goitre affected 
distnct can have its own seif contained 
lodisation plant It is important to have 
stand by diesel generators to lun the plants, 
tor frequent power failures is a routine 
phenomenon in these distnct places Instal 
ting plants neatest the target populations 
automatically eliminates the problem of 
storage, transportation and consequent 
stability of iodised salt I he feasibility of 
shifting the existing plants to the severly 
affected districts should also be studied 

Procurement and supply of iodised salt 
to the endemic areas is the responsibility of 
the state civil department which works 
through the state salt nominees These salt 
nominees are responsible for supply of 
gunny bags to the lodisation units for getting 
the iodised salt for the respective areas The 
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consignments are booked by the manu¬ 
facturing units to the respective destinations 
mostly through rail-routes. 

The state health departments are respon¬ 
sible for supervising, monitoring and evalua¬ 
tion of the programme at the slate level 
through their goitre cells in the state Health 
Directorate. It is encouraging to note that 
eight states, out of 16—Himachal Pradesh. 
Jammu and Kashmir, Uttar Pradesh, Bihar, 
MkdhVa Pradesh, Assam, Meghalaya, 
IKpura —and one Union Territory, Mizoram 
out of three have finally responded to the 
request of DGHS and appointed state pro¬ 
gramme officer^ for goitre control. Though 
the goitre cells in all the affected areas are 
yet to be established. 

FORTII-tCAIION AND RtOlJIRlMI N I 
OF .SAI I 

In India, the iodising agent used at all the 
three salt production units is Potassium 
lodate. It may be noted here that tosicity and 
stability of Potassium lodate has been ex¬ 
tensively studied [32, 33. 34). The toxic dose 
of iodate is far highei than the dose required 
for prophylaxis, therefore iodate can be 
safely used for iodising salt. Results of 
laboratory work show that iodine given as 
fodate to human subjects is available to the 
thyroid gland to about the same extent as 
iodine given as iodide |I6|. While lesults of 
the field trials all over the world including 
the prospective study carried out in the 
Kangra Valley of Himachal Pradc.sh suggest 
that endemic goitre can be prevented as 
satisfactorily by iodates as by iodides [4, 16]. 
As of 1976, all the countries in the world 
where conditions of moisturcj heat, .sunlight, 
packaging, storage and handling are adverse, 
salt is iodised with potassium iodate [22|. 

The concentration of iodate in salt is 
standardised at 25 parts per million, at ail 
the three units of salt production in India 
[14]. In 10 grams of salt, the iodate supple¬ 
ment at this concentration, accounts to 250 
microgrammes (meg) which is equivalent to 
ISO meg of iodine. In India, the average daily 
consumption of salt per head is 10 to 15 
grams, which would give ISO to 225 meg of 
iodine per day [31]. This prescribes to the 
daily requirement of iodine suggested by a 


WHO seminar on goitre control held in 1967 
[24], The average size of a household in 
India is 5.6 persons [30]. Thus the salt 
requirement of a household in India is 
approximately 500 grams per week. The 
majority of rural community in India- 
buy their rations at the “bazaars” or village 
markets which are held regularly every week. 

Salt PACKAtiiNti and Retention 
OF Iodine 

The common practice is for the salt 
nominees to deliver the jute bags to the 
iodinaiion plants, where manufactured 
iodised salt is poured in. The salt nominees 
or the local traders then grind and pack the 
iodised salt in polythene bags. There is a 
considerable lime lag between the salt pro¬ 
duction at the plants which are located far 
away fiom the goitrous areas and the final 
packaging of salt which takes place in the 
goitrous locality. The existing conditions of 
storage, transporting, packaging, handling 
and distribution of iodised salt in India are 
far from satisfactory, increasing the time 
period between lodisation and consumption 
of .salt. 

It has been reported from a tropical 
country that iodinated salt stored in stitched 
plastic bags ai room temperature for three 
months retained upto 75 per cent of its 
iodine. Af'er nine months swage the iodine 
dropped to 50 [wr cent. Experience with salt 
packed in stitched jute bags has been less 
satisfactory. In extremely adverse conditions 
of packaging, sioiagc and handling, the 
amount of iodine after nine months may be 
as little as 10 per cent [22]. 

In order to overcome the loss of iodine 
and facilitate the distribution of salt to the 
final unit of where it is consumed, i e, a 
household, we suggest that grinding and 
packaging of salt in packets of 500 gm be 
made at the iodi.sation plants only; this being 
the approximate weekly requirement of an 
average Indian household. Such 100 packets 
then can be sealed in a plastic coated gunny 
bags of 50 kg capacity. If the capacity of 
gunny bags is reduced from the existing 
75 kg to 50 kg this would also be the first 
instance in India when the maximum pos¬ 
sible weight limit transported manually by 
one adult male worker as recommended by 


Internationa] Labour Organisation in 1967 
has been adhered to {35]. 

Programme Planning and 
Implementation 

At the state level, there are two different 
agencies involved in the National Coitiu 
Control Programme. The Department of 
Civil Supplies through salt nominees is 
responsible for procurement, transporution 
and distribution of iodised salt while the 
Department of Health is responsible for 
supervising, monitoring and evaluation of 
the programme. The Chairman, Hindustan 
Salt Ltd, Jaipur says that they can increase 
their production capacity from the existing 
2.2 lakh MT, if there is an actual demand. 
According to him, there is no demand from 
the state salt nominees. In fact the state salt 
nominees are not active and are not lifting 
salt in the required quantities. There is 
obviously no co-ordination between these 
two departments at the state level. On the 
one hand there is an emergent need for 
iodised salt to the affected areas, while the 
Civil Supplies Department and salt nomi¬ 
nees are totally unaware of the seriousness 
of the problem resulting in an indifferent 
attitude by them in procurement, transporta¬ 
tion and distribution of salt. Entrusting the 
responsibility of procurement, transporta¬ 
tion and distribution to a single agency 
would eliminate gross negligence displayed 
by the salt nominees appointed by the state 
civil departments. 

There is an urgent need at the state level 
to co-ordinate the efforts in solving this 
problem. Since tlie states are largely indepen¬ 
dent in matters relating to the delivery of 
health care to the people, the pivotal respon¬ 
sibility of effective implementation of Goitre 
Control Programme is theirs. Thus a co¬ 
ordination committee formed at every state 
level should include repre.sentatives from the 
Department of Industry, Department of 
Civil Supplies, Deptutmem of State Tianspon, 
Railways, Department of Health. Members 
of the State Legislative Assembly elected 
from goitrous districts of the state, and a 
representative of the Salt Traders’ Associa¬ 
tion. On the same working principle a com¬ 
mittee at the district level should have 
District Magistrate, Chief Medical Officer, 
District Civil Supply Officer, District 
Transport Officer, member of Zilla Parishad 
elected from severely goitrous area of district 
and a representative of the Salt Traders' 
Association. Once an area is identified as 
endemic, the state government should im¬ 
mediately form a co-ordination committee 
at the state and district levels. Then the steps 
which should proceed simultaneously for 
early and effective implementation, with 
involvement of co-ordination committee 
should be: 

(1) Finalisation of the site for installing 
the iodised salt plant. 

(2) A joint meeting of the state health 
representative with DGHS, and 
UNICEF, New Delhi for early 
installation of the plant. 

(3) Meeting of the representatives of 
Department of Industry, Salt Com¬ 
missioner, Jaipur, State Civil Supply 
Department for early production of 
iodised salt. 


Tan f 5: Disirk ts and Union Iirriiokils Rfsi rvcu-d ai ifr fo.MMLNcfcMFM oi Iodisi d 

Sm I Si vi-n (19H2) 


Sr 

No 

Name of the 
District 

Year of Base¬ 
line Survey 

Goitre 
Prevalence 
(Per (.’cni) 

Year of 
Commence¬ 
ment ot 
Iodised Salt 

Year of 
Resurvey 

Goitre 

Prevalence 

1 

Kangra 

I9S6 

41.2 

1957 

1962 

22.1 

2 

Sirmooi 

1959 

35.8 

1963 

1968 

1980 

9.9 

28.07 

3 

Gurdaspur 

Hoshiarpui 

1961 

52.3 

1964 

l%9 

42.3 

4 

1961 

40.3 

1964 

1969 

2.3.6 

5 

Bijnore 

l%0 

25.2 

I960 

1%9 

23.6 

6 

Deharadun 

1965 

39.7 

1966 

1969 

19.9 

7 

Nainital 

1964 

30 0 

1966 

1969 

24.4 

8 

Uttarkashi 

1930 

40.0 

1966 

1974 

25.4 

9 

East Champaran 

I960 

40.3 

1964 

1979 

64.5 

in 

West ChamparSn 

I960 

40.3 

1964 

1979 

57.2 

11 

Darjeeling 

1%3 

.34.5 

1967 

1975-76 

35.6 

12 

Union Ibrriloty of 
Chandigarh 

1969 

11.2 

1968 

1977 

45.9 


Sourer. National Goitre Control Programme, Ministry of Health and Family Welfare, Govern¬ 
ment of India, New Delhi (1982). 
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(4) Meeting of the representatives of the 
State Civil Supply Department, 
Railways, State Transport, represen¬ 
tatives of Salt Traders’ Association, 
for transport, storage, supply and 
distribution of iodised salt 

(5) Issue of notification by state govern 
ment under section 7(iv) of Preven 
lion of Food Adultration Act, 1954 
for sale and puahase of common salt 
in the affected areas 

(6) Enforcement of the act and preven 
non of the entrv of non iodised salt 
to the affected areas b> the state 
health departm nt chief medical 
officer and distrut magistrate 

(7) Organisation and period i e, regular 
collection of iodised salt samples by 
the food inspectors of the state 
Health Directorate through chief 
medical officers 

(8) Anal>sis of the iodised salt samples 
at a laboratory set up at the district 
level \^hile duplicate samples be sent 
to the state level laboratory for main 
taming the quality control for 
analysis of iodised salt 

(9) Training and orientation of the 
medical officers of Primary Health 
Centres for monitoring prevalence 

(10) Organisation of health education 
compaigns with appropriate educa 
tton aids and with active partiapation 
of the elected representations of the 
affected populations 

Cioitrc Control Cell formed at the state 
level should be under the charge of a medical 
officer equivalent to the rank of a chief 
medical officer The major responsibilities 
of the Cioitrc Control Cell besides partici 
paring aUively in the state co ordination 
committee would be 

(1) Orientation and training of chief 
medical officers and medical officers 
of Primary Health Centres for carry 
ing out epidemiologic surveys goitre 
prevalence 

(2) Orientation and training of laboratory 
technicians for estimating iodine in 
iodised salt in natural water and 
lodine/creatinine in urine 

(3) The laboratory set up at the state level 
would act as the quality control and 
reference laboratory and would thus 
receive some of the duplicate samples 
of iodised salt for analysis from the 
district laboratory and analyse repre 
sentative urine samples from time to 
time 

(4) Preparation of matenal for health 
education with appropriate education 
aids 

(5) Organisation of concurrent evaluation 
and mierniU evaluation after every 
three years and external evaluation 
after every six years 

(6) Co-ordination and consultation with 
Goitre Control Cell of DGHS 

EVAUMTION 

Evaluation is the final step of the plan¬ 
ning cycle. In the words of the WHO Expert 


Committee on National Health Planning in 
developing countiies, evaluation “measures 
the degree to which objectives and targets 
are fulfilled and the quality of the results 
obtained It measures the productivity of 
available resources in achieving dcailv 
defined objectives It measures how itiudi 
output or cost effectiveness is achieved It 
makes possible the reallocation of prioiities 
and of resources on the basts of ehangmg 
health needs' |t6| Evaluation van K 
classified accotding to (1) Thi agciuv 
which conducts the evaluation and (2) I he 
time at which it is conducted 

If the evaluaiion is conducted bv the 
executing agency it is called internal evalua 
lion or progress icporting If the evaluation 
IS independent of the progiamme executing 
agency, it is called cxteinal or independent 
evaluation 

If in a programme, internal evahiatioti or 
progress reporting is built in, then the 
evaluation of the programme is carried out 
simultaneously as the programme pro 
grosses This is known as concurrent evalua 
non, while periodic evaluation is usually 
carried out by agencies not directly con 
nccted with the execution of the programme 
and done at a regular intervals [37] 

Eoi the evaluation of Goitre Control Pro 
gramme in a given state, we suggest that 
internal evaluation be conducted by a team 
formed of medical officers in charge of PHC 
of the different districts in the same state 
after every three years While external 
evaluation be conducted by the teams from 
the different state, in co-ordination with 
Goitre Control C ell, DGHS, after every six 
years This arrangement would be useful in 
sharing the information about the weakness 
of the programme which can be rectified im 
mediately It would also serve to highlight 
the strong points of the programme which 
may be further exploited to the fullest extent 
in the interest of the programme External 
evaluation conducted by the teams from the 
other states would provide an opportunity 
for sharing the similar experience 

Evaluation should include the following 

(1) Clinual examination Goitre surveys 
for assessing the impact of salt lodisation 
should be conducted on the guidelines men 
tioned earlier in this article 

(2) Biochemual examination Urinary 
stable iodine estimation, expressed as 
microgramme (meg) of iodine per gtam of 
creatinine in landom urine sample collected 
on the spot, during goitre surveys Estima 
tion of urinary levels of iodine would also 
avoid the possibility of excessive ngestion 
of iodine from goitre prophylaxis pro 
gramme or from any other sources Clinical 
and biochemical examination should he 
carried out on a statistically representative 
samole of the population under study 

(3) Frequency of survey After every three 
years by the state governments and after 
every six years in co-ordination with the 
Goitre Cell, DGHS. This would be con 
ducted on a regular basis 

(4) Data from salt lodisation planty A 
routme quarterly reporting system should be 


established llie information supphed should 
include the amount of salt iodised, the 
amount of iodised salt lifted by the respec¬ 
tive Mate Salt Nominees or the single 
agenev appointed and the amount distri¬ 
buted for each goitre affected districts, 

(5) Monitoring of salt lodisation Samples 
from the plants retail outlets and house¬ 
holds should be obtained on regular basis 
Sample Irom the plant will be obtained by 
Male health department receiving salt from 
that paiiicular plant, while samples from 
retail outlets and households should be 
obtained bv Chief Medical Officers through 
the food-inspectors The sire of the sample 
should be one packet, i e, 500 gm, half of 
which should be sent to the state laboratory 
for analysis and qualitj control Informa¬ 
tion collected during the evaluation should 
be circulated to all the members of the 
district and state co ordination committee, 
DGHS and more importantly to the people 
residing in affected areas through existing 
communication media 
1 he second cause of failure to control the 
pioblem of endemic goitre in India, that of 
lack of awareness and appreciation of sources 
of environmental iodine deficiency at all 
levels, b'lreaucratic, political, social and even 
medical at all the three mam links of the 
health system in India, i c, cential, state and 
local, IS discussed in a separate article 
There has been a long delav between 
knowledge of the prevention of endemic 
goitre and cretinism and its application 
“Available technology is adequate in many 
countries the will to use is not" 1 his is the 
concluding remark of the authors in their 
“Assessment of Prophylactic Programme” 
in countries where lodisation programme 
have not succeeded [21 ] 1 he technology re¬ 
quired for National Goitre Control Pro¬ 
gramme IS available in India 
As regards the crucial factor of will power 
to carry out the programme ettectively, the 
smallpox eradication programme |38j the 
remarks of Donald Henderson, who along 
with Nicole Grasset planned and piloted the 
Smallpox Eradication Programme, in "The 
Eradication of Smallpox from India” are 
relevant and educative [38] This represents 
one of the most brilliant achievements in the 
annals of the global eradication programme, 
if not in the history of public health itself 
The elimination of a disease from a nation 
as vast as India, from a population of some 
6(X) million persons, from a country in which 
the social, religious and geographical 
obstacles are as diverse and plentiful as its 
people -this is an achievement worthy of 
documentation I he achievement is all the 
more remarkable when it is appreciated that 
the definitive strategy responsible for 
eliminating the disease in half of the 
country—the most difficult and populous 
northern and eastern states—was first imple 
mented only in October 1973 The last 
known occurred less than two years later 
International assistance played an im¬ 
portant role, but it must be pointed out that 
even during the intensive final phase of the 
programme more than 75 per cent of the 
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cosJs were borne ly the Goveinment of 
India Internationa] staff numbered less than 
250 m a staff of the more than 150,000 
workers who participated The success of the 
campaign we feel reflects the principles of 
sound management, a clear identification 
of objectives, a definitive plan for carrying 
out the programme, the development oi 
techniques for independent assessment of 
What was being achieved factuallv and 
modiflcation of the programme accordingly, 
flinctional delegation of responsibilities and 
. authority and an effective on going pro 
gramme of staff training at all levels 
Dedicated, tireless, imaginative leadership 
and tnspired local level workers made it work 

If other health problems and programmes 
were similarly analysed and approached, 
one wonders what might be achic*vtd 
It IS clear that in India no less than in 
every other country, there is a wealth of 
underutilised talent and energy \\ith a 
definitive plan and eltectivc management, 
the horizons foi a moic elfieieni and effee 
tive health care system aie lai beyond what 
our myopic vision perceives as possible 
today This is the message conveyed by this 
remarkable document |18J 

It IS perhaps a matter of coincidence that 
the National Smallpox Eradication Pro 
gramme and the National (loitre ( ontrol 
Programme were both launched in 1962 
Smallpox has been eradicated in India and 
the last known smallpox patient, Saibaii 
Bibi, contracted the disease on May 24 I97S 
and SIX weeks later on July 4, she w,ts 
discharged from hospital It is an achieve 
mciit we can all be justly pioud ol Agieed 
that the eradication ot smallpox was an 
epidemiological emeigency, lor it has 
maimed and killed thousands ot people 
from time immemorial 

Goitre too, has been an age old health 
problem in India It is an unique oppor 
tunity tor all ot us to contribute to enrich 
ment ot our own national life by eliminating 
endemic goitre and endemic cretinism once 
and for all, for there is no disease which 
impedes national development and the 
quality ol life so much and which can be 
dtminated with so lew resources [39] "Every 
baby born into this world is a finer one than 
the last" if these words of Charles Dickens 
have to be made true then it is our moral 
obligation to prevent endemic cretinism 
This goal can and should be accomplished 
within live years otherwise the coming 
generation will be unable to understand and 
forgive us foi acting so slowly [40] II 
Pninary Health C are is ciui priority, then the 
control of endemic goitie is a challenge 
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DISCUSSION 


Drug Policy: Playing Down Main Issues 

K Jayaraman 


THIS refers Co Anant Phadke's comment 
tilled ‘Drug Policy—Industry’s Misleading 
Arguments’ (EPW, May 10. 1986) m reply 
to mine on the subject (EPW, May 3,1986) 

I should make it very clear, at the outset, that 
1 hold no brief whatever for anybody and 
much less for the industry My comment on 
the editorial (EPW, March 8/15, 1986) was 
essentially in the nature of an academic 
exercise by a student of the drug industry, 
for many years now, with the only object 
of clarilying certain points on some of the 
issues raised in the editorial—more to show 
that there could be another view on these 
issues My present comment on Phadke’s 
comment should also be taken in that spint 
Phadke starts with the remark that my com 
ment (tPW, May 3,1986) “creates unneces 
sarv confusion about the drug situation in 
India ’ 1 could only say that if there was con 
fusion in his mind, it could onlv be because 
he relusts to accept the facts on the main 
issues of drug policy, which are also the 
hotly debated issues curiently These arc 
(t) the issue ol banned, substandard and 
spurious drugs and the role of Central and 
state gosernments in preventing the proli 
feration of such drugs, (ii) the inadequacy 
and irration ility of the present licensing and 
pricing policies in tackling the above issue 
and ensuring the availability of essential 
drugs needed by the common man vts a vis 
the prevailing disease conditions in the coun 
try, and (in) the health drug policy syndrome 
(including the issue of genciics versus 
brands) K Phadke, in his wisdom, thinks 
that these are not the real issues of drug 
policy, he can please himself But when he 
says that I have “side tracked the real 
issue’’—which, according to him, is the many 
“irrational, but not dangerous combina 
tions’’ of drugs marketed in the country and 
which I had already dealt with in my pre 
vious comment—then, he is clearly off the 
track and skirting the more vital issues 
What IS more, his comment is replete with 
instances of words, phrases and sentences 
taken out ol the context, more to score a 
debating point than to contribute to any 
meaningful dialogue on the subject In the 
process, he has indulged in many cliches. 
Jibes and even factual inaccuracies Let me 
illustrate and explain 
Phadke gives the example of amido¬ 
pyrine—a banned drug-being sold in laige 
quantities in India If so. it is a criminal 
activity and should be dealt with as such, 
according to law It i» nobody’s case to 
defend such illegal sales 1 had already 
pointed out in my earlier comment that such 
banned or harmful drugs having found their 
way into the market is a clear “reflection on 
the laxity of Drug Control Administrations 
m various states where, barring one or two. 


the infrastructure of such control is too weak 
or non-existcm’—a fact which Phadke has 
conveniently ignored 

Phadke, again, makes the preposterous 
statement that “introduction of drug combi 
nations particularly have not been under any 
control’’ It IS a wrong and incorrect state¬ 
ment As a matter of fact, having regard to 
the criteria laid down by WHO in this regard 
the Drugs and Consultative Committee (a 
statutory body constituted under the Indian 
Drugs and ( osmetics Act) appointed an 
expert committee to screen fixed dose combi 
nations marketed in the country This expert 
body’s recommendations were again reviewed 
by the Drugs Technical Advisory Board As 
a result of all these deliberations and reviews 
by experts, it was decided that just 22 combi 
nation drugs, covering 350 produas, should 
be weeded out of the mariret These are no 
longer to be manufactured or marketed in 
the country, and if any company dues so. 
It can and should certainly be dealt with 
according to law It may, however, be noted 
that of the 3^0 products in 22 combinations 
weeded out eight were manufactured by the 
state owned public sector companies, 40 by 
FLRA companies and as manv as 302 by 
Indian companies- accounting in all tor just 
one per cent of the total number of products 
marketed in the country In the light of these 
facts to say that irrational drug combina 
tions flood the matkel seems clearly an 
exaggeration The legal position is that any 
drug combination is to be first approved by 
the governmert and cannot be marketed at 
will Phadke and his Medico Friend C ircle 
can certainly take up with the Drug Control 
authorities the cases of drug combinations, 
including the diarrhoeals mentioned by him, 
if they arc unapproved by the government 
and still marketed 

To buttress his point, Phadke has given 
a few examples of drug combinations— 
oestrogen progesterone, chloramphenicol 
streptomycin, pemctllin-sireptomycin and 
analgin, as being apart from the 22 cate 
gones banned by the government and still 
marketed Here again, Phadke is faulted 
with regard to the actual facts Chloram 
phenicol-streptomycin combination, peni 
cillin streptomycin combination and also 
fixed dose combinations of steroids with 
other drugs are not prohibited (vide, govern 
ment notification OSR 578 E) As regards 
oestrogen progesterone, its low dose as oral 
contraceptive is legal and can be marketed 
Only Its high dose is banned, and if it is still 
marketed, it can and should be dealt with, 
according to law 

As regards analgin, however, it is true that 
this drug has been banned in some countries, 
based on old uncontrolled letrospecuve dau 
which have indicated the incidence of 
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agranulocytosis (decrease in the production 
of white blood corpuscles) in the drug to the 
tunc of 0 8 per cent A recently concluded 
study known as the Boston Study, under¬ 
taken by a group of world renowned otperfs, 
in collaboration with WHO, in its interim 
published report, however mentions that the 
figure of 0 8 per cent which was the basis 
for banning analgin in some countnes, was 
“an error of many orders of magnitude' 
Thus, in retrospect, the Government o' India 
would appear to have taken a wise decision 
to await the final results of the Boston Study, 
with regard to analgin in India As of now, 
it IS available in the markets of over 70 coun¬ 
tries all over the world 

Phadke contradicts himself in strange 
wavs 3khile jibing at my reference to 
“genetic, dietarv, climatic, ethnic and other 
differences” between countries as some of 
the important factors being responsible for 
certain drugs being banned m some coun¬ 
tnes and not in others, in the veiy next 
bieath, as it were, he appears to agree with 
me when he says “It is true that the factors 
mentioned by him have to be considered 
before taking a decision about any drug" He^ 
again, qualities this statement by saying diat 
“it cannot be assumed that the decisions that 
have been made are based on a proper 
weighing of all such factors’’ Here, again, 
Phadke IS ill informed When a drug is 
banned abroad, WHO informs the Drugs 
( ontrollcr (India) of the fact He, then, takes 
suitable action in consultation with the 
Indian Council of Medical Research, the 
Indian Medical Association and other 
experts He bans, restricts or allows the use 
of the drug based on such expert advice and 
our own experience and risk benefit con¬ 
siderations The pharmaceutical companies 
have no toy at all in these matters 

DRUC. 1 H.ISI AMON 

Phadke, however, would not take note of 
this position objectively, but would attribute 
“the deficiencies and loopholes in the drug 
legislation in different countries" and “the 
diug industry’s lobby” through “bribes”, etc, 
for the sale of what he calls "hazardous” 
and “toxic” drugs Needless to add that on 
this basis no objective discussion of the 
issues IS possible, insofar as ii is palpably an 
absurd proposition, if pharmaceutical opera¬ 
tions throughout the world— developed and 
developing—are believed to be conducted 
only on the basis of “lobbying”, “bribes” 
and ‘ defective legislation” I can give a few 
examples to show how misplaced and dis 
toned such thinking can be 

—Piperazine is marketed in many coun 
tries including the UK and the USA It is 
on the WHO list of essential drugs but it 
IS banned in the Neinerlands and in Sweden 
Hydroxyquinoltnes are marketed in 34 
countries But they are banned in Japan, 
Norway, Sweden and Bangladesh 

— Phenformin is banned in the USA. 
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Norway and UAF, while being marketed in 
other countries 

—Nitrofuran compounds are banned in 
Japan, but are maiketed in 40 other 
countries 

—Lynestranol is banned in Australia, but 
marketed in 78 other countries 
—Phenylbutazone is banned in a number 
of countries, but marketed in the USA, West 
Germany, Switzerland and several other 
countries including India (Phadke cannot 
conceivably argue that “defective legista 
non”, “drug lobby”, etc, have weighed with 
a country like the USA, at any rate, where 
the best organised and most effective drug 
control machinery in the world exists—FDA, 
in allowing the marketing of this drug, not 
to speak of other advanced countries like 
Germany, Switzerland, etc) 

This brings me again to the risk benelit 
factor unong others discussed in my carlici 
comment as well Be it noted that there is 
no drug that is entirely risk tree The useiul 
ness ot a drug vis a vu its potential risk has 
to be judged with respect to each disease 
condition and in this perspective, it cannot 
be disputed that the need tor various drugs 
does vary Itom countiy to country having 
regard to the particulai disease conditions 
prevailing m each country That is why 
certain drugs are sold more in one country 
than m another (or none at all), because the 
potential benefit is considered decisively 
greater than the risk involved in terms of 
the disease conditions prevailing fake for 
example, antibiotics as a group These con 
stitute about 20 per cent of the total number 
of drugs marketed in this country and much 
of their production is also concentrated in 
the public cctor, in view of their essentiality 
Yet in a country like the USA antibiotics 
account for Just about live to seven per cent 
of the total, in view ol the different disease 
pattern and drug needs This has often 
wrongly unleashed the critieism that drugs 
banned or unused abroad are dumped into 
Third World countries When the risk 
aspect, as against the benefit is unduly 
blown up. It unleashes monstrous fear and 
no scientific analysis or objective reporting 
can undo the damage No wonder, then, that 
Dr William Inman of the Drug Surveillance 
Unit of the University of Southampton has 
remarked thus “One way to consider risks 
IS to ban all drugs Fnding all drug induced 
harm would add 37 minutes to your life 
expectancy Ending all drug related benefits 
would subsirmr *5 years from your life and 
also end the improvement in life quality 
drugs give” 

Phadke, again is less than fair when he 
says that I have justified “proliferatioa of 
drug formulations which, as I had clearly 
stated earlier is the direct result of the 
government’s policy of encouraging the 
mushroom growth ot hundreds and thou 
sands of small and tiny units It is true I have 
also said that doctors and patients would 
need a wide choice of dosage forms from 


which an appropriate selection could be 
made in view of the fact that no two patients 
react in the same way to the same drug This 
statement was not made to justify the “proli¬ 
feration of drug formulations”, as Phadke 
wrongly inierpreis but quite independently 
of It— as a statement of fact Surely ration 
alisation of drug formulations is called for, 
but how to bring it about, without jeo 
pardising the consumers and do tois need 
for a good choice, is the question—which 
can only be decided by the medical profes 
Sion, consumer groups and the government 
representatives, all sitting together and 
deliberating on the issue. 

Phadke has, again brought in the issue ot 
“plethoia of drug combinations made by 
drug companies through mere change in the 
brand name or cosmetic changes in the 
original formula (it any such formula exists 
at all) ’ which, he says, is "the crux of the 
problem” The fact however, remains that 
several useful drug combinations have been 
accepted and approved by the government 
(e g, trimethoprine and sulphamethoxazole 
etc) The tact also remains that it several 
combination drugs have appeared in the 
mirket it is more because ol the pill poppinc 
syndrome to which patients have I illen’v ctim 
I here is hardly any drug which cannot be 
misused Antibiotics, tranquillisers, pain 
killers like morphine, pethedine and central 
nervous system stimulants are all extremely 
useful in given conditions but can be mis 
used The real solution lies in educating 
doctors and consumers about their rational 
use and also about the banned drugs 

As of now, the situation in this behalf is 
rather murky The authority to issue licences 
for the manufacture of drug formulations 
IS the State Drug Controller It is anyhodv s 
guess whether the Drugs Controller (India) 
himself has a complete list ot all the for 
mulations falling under 22 categories ot 
banned drug combinations He can make 
such a list only if the State Drug C ontroller 
complies with the difficult task of checking 
each formulation produced in ihe state for 
Its ingredients and double checking it with 
the list of prohibited combinations And, if 
during this exercise certain products get 
overlooked, there is nothing«to prevent the 
manufacturer from continuing to make the 
drug on the ground that it does not iigure 
in the list Such a situation, again, underlines 
the need for strengthening the State Drug 
C ontrol machinery and making it effective 
enough for the task on hand lor the con 
sinner, however, the problem remains, with 
several question marks Has the government 
thought of the alternative arrangements that 
will have to be made if so many popular 
formulations are suddenly to go off the 
counter’’ Aq: doctors ready for this change 
and being informed’’ Is there a vigil on what 
the chemists will sell’’ Is there effective 
monitoring of the output of hundreds and 
thousands of small and tiny manufacturers 
in the country and if not, how is n going 


to be monitored effectively^ In the absence 
of clear cut answers to these questions, it is 
the consumer who will suffer by any arbi 
trary decision to ban drugs wholesale, 
especially in a vast country like India where 
the absence of effective consumer education 
IS near total indeed Consumerist organisa 
tions will do well to take up these questions 
seriously enough and come up with concrete, 
workable proposals, so that the government 
may effect the change over, without causing 
much damage to the existing distribution 
system and thus, to consumers themselves 
As regards tonics and syrups again, these 
have a very rational role to play, as already 
explained in my earlier comment, especially 
in the case of children and oldei people 
hiic rationalisation is certainly called for 
in this area, brand nam^s have nothing to 
do whatsoever with ihcir proliferation So 
long as any product is allowed to be 
inarkited in the country, brand name is 
hound to be used unless it is prohibited for 
the product in question Proliferation of 
products dosage forms or drug combina 
lions (1 have no contusion between the two 
as Phadke alleges)—can be halted only if 
most ot the licences of 9 OCX) and odd drug 
manufacturers in the country are cancelled 
It the state governments concerned could 
displav such a political will, it will surely be 
welcomed bv all right thinking people 
Phidkc however concedes grudgingly 
though that it is true that the presence of 
tens ot hundreds of small manufacturing 
units complicates the problem” Rather, it is 
the toot cause of vanous irrational products 
ind combinations spurious as well as sub 
standard drugs flooding the market Even 
while Phadke appears to underplay this 
serious ptoblem of proliferation of drug 
units he has however no practical solution 
to offer except to say that “the problem of 
quality control can be tackled, if manufac 
luring licences can be given or renewed only 
to ihost. units who erect their own quality 
control laboratory, either singly or in co 
operation with not more than ten other small 
scale units” This will have to be, of course, 
buttressed by strict control of the state 
authorities” These suggestions have been 
made time and again, over the years notably 
by the Hathi Committee (1975), but nothing 
concrete has emerged so far, mainly because 
no two companies (small or big) would like 
to share their product secrets, which is what 
sharing a common laboratory would mean 
Hence, it is that the proliferation of small 
ind tiny drug units has been going on 
unhindered, even while the infrastructure of 
drug control continues to be more and more 
ineffective 

Phadke has flaunted the idea of a maxi¬ 
mum of 200 drugs and about 20 drug combi¬ 
nations alone, to be marketed in generic 
names, based on standard medical text-books 
and WHO recommendations respectively If 
the drug control authorities and medical 
profession could decide on such a list, no 
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one could quarrel about it It should, how¬ 
ever, be noted that Standard Medical Text¬ 
books do not recommend any drug as such 
They only indicate which drug or drugs are 
useM for which condition But the whole 
trouble is, as 1 had indicated in my earlier 
comment, that no agreed list of essential 
drugs has emerged, as of now, since the 
Hathi Committee (1973) first mooted the 
idea and recommended an essential list of 
117 Even the WHO’s kst of 240 or 230 drugs 
IS only an indicative list, and not a ceiling 
Phadke, however, mixes up the issue of drug 
combinations with that of genencs Will the 
markeung of such combinations in generic 
names make them any more rational or less 
irrational, when the quality standards in the 
country a,-e not too high, as admitted by 
Phadke himself, bio equivalence is not 
assured and the momtonng machinery at the 
Slate level is too weak or even non existent, 
as of now’ 

Essfntial Drug list 

Phadke questions m> motive in stating 
that the 94 delicenscd drugs are “closer and 
conform largely" to the list of 95 essential 
drugs made by the NDPDC, “because the 
list IS small ’ and “the drug industry wants 
It to be as small as possible”, “since the drugs 
in this list arc likely to be allowed a smaller 
percentage of profit” He has, thus violated 
all canons ol intellectual propriety in attri 
buting such motives to me not to speak of 
the NDPDC and the government for 
making the “small" list allegedly to suit the 
industry Actually, however the selection 
of the 94 drugs in question seems to be 
heavily weighed against the industry in 
asmuch as they account lor more than 60 
per cent of the products sold in the market, 
and if lesser erosion of proiitabilitv for the 
industry has been the motivating factor in 
making this “small” list, as Phadke alleges, 
then this objective docs not seem to have 
been achieved, judged by the above (high) 
percentage of market share of the drugs in 
question In other words, the erosion of 
profit for the industry would be more and 
not less, (contrary to what Phadke thinks)' 

The NDPDC list of 94 essential drugs, 
again, was prepared not by the industry, 
but by four unimpeachable, independent 
medical experts namely (1) Dr Satyavati, 
representing the Indian Council of Medical 
Research, (2) Dr H Grover, representing the 
Indan Medical Association, (3) Dr B B 
Gaitonde, representing WHO, and (4) Dr 
S S Gothoskar, Drug Controller (India) 
And according to these experts, this list of 
93 will adequately meet the medical needs 
of oeoole in Iniba In the words of the 
Steering Committee Report (August. 1984) 
“The medicines required by the large 
majority of peo(de for the most common 
diseases known, including those required by 
the National Health Programines. edn- 
stituted thu Hat. Tleae ore (the) drugs 
requbed In the country In’abundance and 


should be made available at all times at 
regulated and reasonable prices" 

Phadke would, however, do well to read 
the Steering Committee Report carefully 
Arguments for inclusion of certain drugs in 
the list and exclusion of certain others from 
It have been well advanced in that Report 
If vaccines and sera, mentioned by him, are 
not included in the list, it is because they are 
almost all manufactuml in the government 
departments To quote the Steering Commit 
tee Report (1974) again 

"Immunologicals, though known to be 
essential, are mostly manufactured by 
Government Departments and the Public 
Sector Negotiations are done by the Health 
Ministry through their Expanded Pro 
gramme of Immunisation (EPI) and pur 
chased and disbursed through this pro 
gramme They are not required to be used 
for a long period for the general public, 
immunologicals are required in small 
quantity only Therelore, most of the im 
munologicals were not included Similarly, 
morphine and pathedine are essential drugs, 
but they are already under narcotic control 
rnd their requirements are small It is nor 
necessary to put them under too many con 
trols The qyerall consideration was benefit 
to the patients The public health concept 
and the need to benefit a large mass of the 
population was kept in mind in preparing 
the list This was adjudged the ‘priority’ list 
widely used in medical practice in India at 
tiont line, second line and sptcialivi levels 
The fact to note is that 22 of the drugs in 
the list are not made in India and 50 of them 
tind place in the Hathi Committee’s list 

1 hus, the accusations of Phadke that the 
list was made to favour the industry are 
baseless indeed As far as I know, the drug 
industry itself is far from being happy about 
this list, contrary to w hat Phadke thinks, but 
seems to be reconciled to it, as it has emerged 
from an expert body and after so many 
deliberations and discussions that had gone 
behind it In particular, Phadke’s statement 
that oxytetracyclinc and its parent analogue, 
tetracycline have both been included in the 
‘priority’ list to “please” Pfizer is singularly 
odd and contradictory If, as argued bv him 
earlier, inclusion in the list would mean price 
control and lower profitability, it would 
follow ipso facto that the inclusion of these 
drugs in the li>'t was done more to spite 
Pfizer than to please’ it, it at all' As 
regards oral dehydrdtiO| salts again the 
Steering CommiMec Report clearly says why 
they were deleted fiom the list—being for 
mulatians and not bulk drugs Phadke 
should have known that the list of 95 
includes only bulk drugs and not formula 
tions The fact, however, remains that no list, 
however objectively and carefully prepared, 
will satisfy everybody, group or interest, and 
this IS preaseiy the reason why no agreed list 
has emerged so far 

Phadke, again, white seemingly agreeing 
with me when he says that “nobody can 


Jeicnd the government’s existing licensing 
and pricing policv”, also adds a rider to the 
effect that “the answer to the existing 
muddle headed controls is not ‘no controls’, 
but “more rational, simpler, effective con 
trols' This IS exactly what I had also stated 
in my earlier comment which Phadke seems 
to have ignored It is nobody’s case that there 
should be no control 1 have always empha¬ 
sised the need for controls to be rational and 
simpler and that the proliferation of drug 
units and products and also their quality 
should be strictly controlled 

As regards the “monopolies” and “cor¬ 
nering” of licences reterred to by Phadke, 
the fact IS that these unhealthy practices 
appear to be common among all sectors of 
the industry -moie, indeed, among Indian 
companies than in others It is the licensing 
system—secioral licensing— and the built in 
biases, tor and against, particular sectors in 
the present drug policy that have bred this 
evil 1 have already given instances, in my 
previous write up, ot very vital drugs tike 
Rifampicin, Salbutamol etc essential for 
the treatment of diseases like 1 B Asthma 
etc, having been denied licences, simply 
because the proposals for the production of 
these drugs came from a pniticular sector 
And the irony is that several of these drugs 
for which licences were denied are essential 
ones, and arc currently imported in large 
quantities, at great cost to the nation it is 
like cutting the nose to spite the lace, and 
all the concomitant evils- shortages, rising 
prices and imports, deteriorating quality, 
etc —are attributable to the present irrational 
and discriminatory licensing system 

According to Phadke it is “the plethora 
of non essential products manufactured by 
the drug industry” that ‘has necessitated the 
division into four groups (1) I ife saving 
drugs, (2) Essential but not life saving, 
(1) Useful but not belonging to the above 
categories and lastly, (4) Others like tonics, 
cough syrups etc (this group being free 
from price control) ’ This nice categonsa 
tion, however, is Phadke's own, and not the 
government’s, inasmuch as the Drug (Prices 
Control) Order, 1979, which governs the 
present drug price policy does not divide 
drug formulations as Phadke has done, but 
onlv as Categories I, II, III and IV The 
irrationality of Phadke’s classification will 
be evident from the following examples 

—Aspirin tablets are included in Category 

I (“1 ife saving”, according to Phadke) Do 
aspirin tablets save life’ 

—Analgin tablets are included in Category 

II (“Essential, but not saving life”, according 
to Phadke) If aspirin tablets can go in 
Category I, why not analgin tablets’ It 
would have been more rational to put both 
aspirin and analgin together in Category II 
or Hi 

—Antibiotics, again, find place in Cate 
gory HI (“useful, but not belonging to the 
above categories”, according to Phadke) 
These should have actually gone into 
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Category 1. on considerations that they help 
to save life, according to Phadke 

—^Anti-parkinsonian drugs, among others, 
are included in Category IV ("others like 
tonics, cough syrups ete’ according to 
Phadk^s grouping) Actually, these and so 
many other useful and necessary drugs like 
anabolics, antidepressants, antidotes, anti 
obesity drugs, etc, included in this category 
should not have been there, but should have 
gone into Category II or 111, on con 
siderations of essentiality or usefulness if 
Phadke’s classification is the real basis 

In this connection, it would be worth 
recalling that m the Drug (Prices Control) 
Order, 1970, drug formulations were divided 
only imo two categories—essential and non 
essential —and this classification was much 
more rational and simple to administer than 
the existing four divisions 

OrNERit Nami-s 

Tinally, a word regarding the "virtues” of 
generics (as against brands) harped upon by 
Phadke at length All the virtues attributed 
to generics are only in theory 1 he limited 
experiments conducted in a lew countiies ip 
this behalf have all yielded contrary results 
Even countries which are far better equipped 
to introduce the system (e g, the US) have 
not dared to make the change over In 
Pakistan especially the attempted change 
over to generic names reportedly brought in 
disastrous lesults, with spurious and 
substandard drugs flooding the market In 
reversing this decision, the late Zulfikar Ali 
Bhutto called the experiment, in his own 
characteristic style, “a fraud on the nation" 
Pakistan’s leading English daily Dawn wrote 
in Its editorial on January IS, 1976, thus 

"The introduction of the generic system 
had aroused general expectations that the 
prices of medicines will go down, while the 
quality will be maintained Experience has 
shown, however, that the medicines have not 
necessarily become cheaper Neither has the 
promise of maintenance of quality been duly 
fulftlled” 

The truth is that m the absence of any 
other guarantee about quality, doctors and 
patients will always prefer a manufacturer 
of reliability and reputation to any other If 
a product cannot be identified by the brand 
name, it will be identified by the manufac 
turer’s name Are the Drug Control Admim 
strations in the country m a position to 
guarantee the quality standards of all 
marketed drugs in the country now'' Unless 
and until we reach that stage, no amount of 
belly aching can change the situation 

In this context, let me quote what the 
renowned Oxford economist, Sanjay Lall, 
(by no means a fnend of the pharmaceutical 
industry, who has wntten octensively m these 
columns some years ago) has to say “The 
mam purpose for the recommendations 
generally made (and I have advocated this 
myself in the past) to use generic names was 
to promote freer competition among esta 


blished firms and new entrants oi between 
large and small producers, so as to bring 
down prices and to provide more objective 
information to the presenbers In India, the 
measure will achieve none of these, the been 
sing and control system stifles free competi 
tion and profits are controlled m any case, 
and no alternative system of effectively pro 
viding information to presenbers is envi¬ 
saged What IS worse, there is a grave and 
real danger of deterioration in the quality 
of drugs, if manufacturer idenufication is 
totally abolished Many parts of India suffer 
from grossly inadequate supervision of drug 
quality, and examples of poor quality and 
spurious drugs are rife And finally, there is 
the problem of bio equivalence which has 
plagued regulatoiy authonty everywhere, but 
seems to be ignor^ m India” A more telling 
observation on the issue could not have been 
made Will Phadke and his group listen to 
this voice of reason"* 

In conclusion, I have to say that Phadke, 
far from providing a useful contribution to 
the issues on hand, has only added to the 
prevailing confusion, by mixing up tacts and 
fiction and playing down or side tracking the 
mam issues, to suit his advantage I am at 
one with him for rationalising and simpli 
fymg what he calls “the drug situation” in 
India —of drugs, formulations and drug 
combinations, of controls (licensing, pric 
ing and other) and for vastly improving 


quality, distribution, etc How to bring about 
this end result without upsetting the apple¬ 
cart and causing much greater damage to the 
drug economy than the present system is the 
crucial question that remains unresolved 
The prescriptions offered by Phadke certain¬ 
ly cannot meet the needs of the situation- 
pitting one group or sector against another, 
consumers against producers, small umts 
against the large, government against the 
industry and what have you It is only by 
all concerned working together that a 
national consensus could emerge and a 
rational drug policy, m nauonal interests 
rather than sectoral, could be formulated 
rhe NDPDC—through its vanous Wirkuig 
Groups and the Steering Committee- 
deliberated the issues for over two years and 
tried to arrive at a consensus, but group 
interests and s'ctoral perceptions, working 
at cross purposes, again appear to have 
asserted themselves and delayed the an¬ 
nouncement of the much awaited drug pobey 
The time, however, is long past when fixed 
positions and doctrinaire approaches could 
hold the field, much to the detriment of the 
sick and suffering millions on whose behalf, 
ironically, the group and front organisations 
would appear to thrive But the winds of 
change blowing the country to Iiberabse the 
economy cannot, hopefully, insulate the life- 
saving area of drugs and pharmaceuticals 
for long—whether one likes it or not 


British Airways Commonweaith Poetry Prize, 1986 

Details and Conditions of Entry 

1 Pri/e monies and ensasement fees total L 13 500 as follows 
£ 5 000 best published edition by any author 

£ 2 000 best pu.blished edition by first time published poet 
£ 1 000 individual world area awards for Africa Americas (Canada/ 
Caribbean) Asia Australasia/Pacific and UK/Europe 

2 The Prize is open to all poets currently citizens of Commonwealth countries 
(includins the UK) 

3 Entries will be accepted m Enslish and in any officially recosnised 
Commonwealth national languase provided that English translations 
accompany the work submitted 

4 AAanuscripts or typescripts cannot be accepted, published volumes only 
Collected works are admissible 

5 Publishers are requested to submit titles published between July 1 1985 
andJuTe30 1986(3copies entry deadline July 14 1986) with translations 
if necessary to jury chairperson for Asia (address listed below) 

6 Publishers must submit on a separate typed sheet or official entry forms 
(a) the poets name date and place of birth and current address 
accompanied by a statement that the poet is currently a citizen of a 
Commonwealth country or territory (b) the title of the submitted volume 
and Its date of publication (c) an indication of whether or not the volume 
IS a first book or a translation (d) separately, a brief biography and career 
resume of the author with a recent black and white photo 

Jury chairperson for Asia: Eunice de Souza 
St Xavier s College Bombay 400 001 
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¥Vhen people in highly dhrersefMds 
look for"the lOL mark”, 
wfhat do you think it impHee? 


Simply that Indian Oxygen 
Umited (lOL) has acquired 
an enviable reputation for 
the quality of its products 
and service. In areas far 
beyond only oxygen. 

Industrial gases; applications 
to spur development in vital 
Industries 
iOL pioneered the 
manufacture of oxygen, 
nitrogen, argon and dissolved 
acet^ene in India. Today IOL s 
ases have varied applications, 
rom wayside welding to 
shipbuiloing to INSAT. from 
transportation and 
telecommunication to power and 
minina. The Company not only 
manufactures these gases but 
is unique in providing 
technologies associated with 
their different applications. 
Further. IOL manufactures 
special gases which play a vital 


role in sophisticated industries 
and research. 

A new dimension to metal 
fabrication 

IOL offers a comprehensive 
range of welding equipment, 
consumables and accessories 
for customers. Ail this, along 
with advisory services, 
comprises a total welding 
"package" lOL also offers 
cutting machines to suit every 
industry. From automobile 
manufacture to shipbuilding. 



Cryogenle technology for 
building infrasinieture 
lOL’s cryogenic plant and 
associated equipment 
manufacturing activity has 
helped build the infrastructure 
for planned development. The 
Company offers complete 
cryogenic plants, and 
engineering, distribution and 
handling systems on a turnkey 
basis. IOL was the first to 
manufacture and supply air 
separation units in India. 

Health care: a priority concern 
The Company continues to 
contribute to the medical 
profession with an assured 
supply of medical gases, 
anaesthetic equipment and 
equipment for lung functions. As 
well as centralised distribution 
systems through pipelines for 
medical gases and vacuum to 
medical establishments 




Your assurance of quality and servica 

m 

Indian Oxygon Limited 
A msmbar of The BOC Group 
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ColoTir-Ch.em gives tlie spectrum 
an eiglitli colour. 



When it comes to pigments and 
dyes, all manufacturers offer 
permutations and combinations of the 
seven colours of the spectrum. 

So. how is Colour-Chem any 
different? Is it just our ability to offer a 
complete range of colours for every 
product line? Or is it the technical 
know-how and the expertise of two 
international giants — Bayer AG and 
Hoechst AG — that back our products? 

Perhaps, it is our total commitment 
to rigid quality control that keeps us a 
shads ahead of the rest. Highly trained 


technicians and skilled scientists 
ensure that every batch we produce is 
rigorously tested before it comes to you. 
To fully satisfy the demanding quality 
standards you require. 

Or, yet again, our expert technical 
service. Whether it is advice on 
formulations and colour-matching, or a 
technical problem requiring an on-the- 
spot solution — our team of experts is 
always at hand to offer you Speedy and 
reliable service. Everytime.' 

Now, when 9ou look at us, don't you 
see an eighth colour to our personality? 


Colour Chem 


Colour-Chem Limited.194, Churchgate Reclamation,Bombay 400 020 
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...for Indian Roads...for your Car. 

Apollo Polyglas hHech claims have lived up to expectations As the 
tough tyre that comes to grips with the roughest conditions Proving what 
thousands of customers support-that it is the right radial for Indian roads 
Giving you double the mileage and other super saving benefits 
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Secretaries’ Opera 

THE recommendations of the fourth Pay Commission for Central government 
emplt^ees, made public this week, throw interesting light on the direction of 
socio-political development of the country. The diird Pay Commission, which 
had reported in 1973, had betrayed some recognition that the technical content 
of government iy nearly as important as its administrative content and had 
sought in a very limited way to narrow wage differentials between the two sets 
of personnel. The fourth Commission, on the other hand, has been clearly 
held in thrall b> the Indian Administrative Service and by the other all-India 
cadres of generalist admimstrators. In Us dispensation, the non-cadre officers 
who include engineers, educationists, social scientists and other speaalists have 
been shown their place. It has been pointed out in this connection that the 
monber-secretary of the Commission is a former president of the IAS associa¬ 
tion, but surely there is more to it than that The weakening of the parliamen¬ 
tary political system and erosion of the authority and status of political func¬ 
tionaries, including Union ministers and state chief ministers, not to mention 
members of Parliament and state legislatures, have increased the dependence 
of the pohucal rulers on the higher echelons of the bureaucracy at the Centre 
and in the states and oihanced the latter’s role in the governance of the country. 
The fourth Pay Commission has paid obeisance to this undeniable fact of 
political life. 

However, the relative treatment of the generalist administrator vis-a-va the 
specialist or the cadre officer as against the non-cadre one is not the most 
important issue thrown up by the Pay Commission's report. What is truly 
remarkable is the Commission’s complete indifference to ail notions of equity 
and soaal justice and its view of the issue of the emoluments of the government 
bureaucracy in total abstraction from the larger socio-economic reality in the 
country. So it i$ able to recommend salary increases of Rs 1,500 and Rs 2,000 
and even more per month for those already drawing Rs 5,000, Rs 6,000 and 
Rs 7,000 a month. According to the government’s own very questionably con¬ 
servative estimates, around 40 per cent of the country’s population lives in 
abject poverty, the figure of the unemployed, judging by employment exchange 
sutistics, has crossed 26 million and has been nsing by 3 million or so annually 
and in industry after industry the government has failed to enforce basic 
minimum wages (deemed essential for the bare survival of the worker and the 
worker’s family) as prescribed by itself. Now, how very often have we all heard 
the country’s rulers, from the prime minister down, invoking the plight of the 
poor agricultural laboureis and the unemployed to question the moral nght 
of workers m industry, earning perhaps Rs 1,000 or Rs 1,500 a month and 
supposedly constituting ‘high*wage islands’ m the economy, to ask for wage 
increases. Th«e considerations obviously do not mtrude when it is the salaries 
and perquisites of seci^aries and joint secretaries to the Government of India 
that are being boosted. 

Here agAin it is somewhat pointless to blame the Pay Commission. For 
consider the general reaction to the Commission’s award. The only discordant 
voices that have been raised are over inter se equity of the Commission’s 
dispensation as between the IAS and the IPS or cadre officers and non-cadre 
offleers. On the general issue of the morality of this substantial income re¬ 
distribution in favour of sections of tne upper middle class and the rich, there 
is a polite silence. In fact, it is confidently expected that the increase in the 
salaries of the top and middle echelons of Central government bureaucrats will 
in due course initiate a process of expansion of the incomes of comparable 
sections in different sectors—not only in the state governments and public 
enterprises, but also in the universities and colleges and in the private sector 
as In tte euphmia generated by this prospect not only the fact that the Pay 
Commission's dispensation in respect of just the Central government employees 
will punch a hote as large as Rs 8,000 to Rs 10,000 crore in the resources 
available for the Seventh Plan, but also the ultimate obscenity of the three 
anned service chiefs, whose basic salary alone is to be Rs 1,08,000 per annum, 
demanding, and being conceded, the right to free food at the government’s 
expense have passed unnoticed. 


* Bhopal Gas Disaster 

. Too Little, Too Late 

SIXTEEN months after the gas disaster in 
Bhopal the Indian Council of Medical 
Research has at last produced the first 
, official summary of its findings on th< 
health effects of the disaster. The IS-page 
' document presents “the grim story ... as 
it unfolded itself, based on autopsy, toxi- 
&logical and experimental studies”. The 
Irony is that now, almost too late for some, 
it provides proof that th^ apprehensions of 
many about the disastrous effects of the gas 
were indeed well-founded. People exposed 
to the gas, it is now medically established, 
will be ill more often and die sooner than 
unoiposed populations. Many of the women 
who were pregnant at the time of the disaster 
have either had spontaneous abortions or 
have delivered malformed children. And yet, 
for months after the event, the medical 
establishment insisted on keeping a non- 
commital silence on the issue on the ground 
tiuit little was known about the long-term 
effects of the gas. Thousands of women were 
turned away from hospitals with palliatives 
soon after Uie disaster without any provision 
being made for either diagnostic services or 
abortion facilities because there was no 
evidence that MIC affected pregnancies. 
Although the ICMR doctunent now reiter¬ 
ates its earlier recommendation that admini¬ 
stering NsfTS was the correct treatment, it 
had kept a low profile at a time when volun¬ 
tary health groups were demanding that they 
should be supplied with NdTS so that a 
larger number of people could be treated. 
In short, the publication of the present sum¬ 
mary is a good demonstration of what the 
politics of information is all about. Medical 
facts which were at one time suppressed or 
played down because they would prove 
embarrassing to vested interests have now 
been openly acknowledged. 

The document reports, for instance, on 
autopsy findings of the 837 dead bodies 
brought into the morgue in December 1984 
and of a group of others upto 12 weeks after 
the event. It reports the presence of a thick 
tenacious froth over the nose and the mouth, 
lung congestion, haemorrhage; acute bron¬ 
chiolitis, bronchopneumonia; the presence 
of thick viscid dark cheny-itKl blood and 
similar colouration of the organs. It is not 
that this information is new. Much of this 
is already known through the sutements of 
Individutd surgeons, etc. However, the 
prompt publication of the documented 
a.utop8y findings soon after the disaster 
would have made redundant some of the 
acrimonious and unedif^g discussions 
which ensured in the early months. And at 
a time when there was a terrifying confti- 
sion because of lack of information, it 
would have served to reassure the affected 
people in some measure. 

Curiously, the report makes no mention 


of the need to continue to perform autopsies 
on those who have died since the early 
months. Not only is this of epidemiological 
interest, but it would help to establish the 
fact that these delayed deaths are also a con^ 
sequence of the exposure to the toxic gas. 
In fact, some months ago the Government 
of India's lawyers had admitted that such 
information would have been invsduable to 
the court case against Union Carbide. 

1'he ICMR has instituted a number of 
research studies, which of course is not sur¬ 
prising since Bhopal has provided a new and 
unexplored field for study. These have 
generated data which dearly show that the 
health dimensions of the gas leak are far 
more extensive than the ‘worst assessment’ 
that had been presented. For instance, 
immunotoxicology studies have indicated 
major abnormalities among the exposed 
population. This is of grave significance 
especially in a population group which is 
poor, undernourished and is constantly ex¬ 
posed to severe environmental onslaughts. 
Moreover, cell studies have shown that there 
may be an increase in chromosomal aber¬ 
rations indicating that MIC exposure may 
have had generic effects. The ICMR has 
initiated multicentric studies ir five national 
cytogenetic laboratories which in time will 
provide a clearer picture: The question which 
needs to be asked here is who will benefit 
from this information. Unless the informa¬ 
tion is disseminated in appropriate form to 
the affected population, it will remain of 
academic interest. 

Perhaps the most disturbing piece of 
information comes from the pregnancy out¬ 
come studies. 1 he study of 2,566 pregnant 
women who were pregnant at the time of the 
disaster has levealed that the spontaneous 
abortion rate was 24,2 per cent, three times 
the national average; the stillbirth rate was 
26.1/1,000 deliveries (the national figure for 
urban areas being 7.9). A high proportion 
of children born li,ive died within weeks of 
birth. 

The weakest part of ICMR’s endeavours 
is ironically the epidemiological study. It is 
surprising that given the lack of a kind of 
large-scale health survey of the affected 
population, the ICMR has opted for a 
follow-up study of a sample population. It 
is by now well known that earlier attempts 
by ICMR and others to conduct these 
studies had to be abandoned for several 
reasons, including the lack of expertise, and 
appropriate personnel. The only information 
that the document records is that 95 per cent 
of the exposed had immediate problems 
related to the lungs and Uiat between 9 and 
11 months after exposure nearly 10 per cent 
stated that they still experienced lung symp¬ 
toms revealing “a high degree of respiratory 
morindity”! Surely this Is nothing new? 
Studies conducted by non-government 
groups soon after the disaster, although they 
covered such smaller stunts, had revealed 
a wealth of information which has been of 


much use: The ICMR studies had been «- 
pected to yield far more exhaustive informa¬ 
tion on the health status of the gas^nffected. 

The ICMR has made sdme attempts to 
integrate research findings with treatment 
procedures. A treatment manual has just 
been released. But no move has been made 
to open new communication channels bet¬ 
ween those who need advice on trettment 
and those who generate it. Unless this is 
done all the research studies on Bhopal will 
remain of academic interest alone. Given the 
collusion of interest between the medical 
community and the state, it is unlikely that 
health care facilities for the affected popula¬ 
tion will improve noticeably soon. One can 
only hope that the government will utilise 
research data to strengthen its court case 
against Union Carbide. 

Mffes/ Bengal and Congress(I) 


Wounded Pride 


A Correspondent writes: 

IF the summarily expelled Congress(l) 
leader, Pranab Mukherji, has already 
become an important factor in West Bengal 
Slate politics and ^potential rallying point 
for disaffected Congressmen at the national 
level, the credit is not his really. He has 
always been regarded as a featherweight in 
the political world for his failure ever to get 
elected by popular votes to any representative 
organ of state. It seems, it is a combination 
of the discrediting of the Congress(l) high 
command and a resurgence of hurt Bengali 
sub-nationalism that has helped Pranab 
Mukherji to emerge as the focus for various 
strands of Congres$(l) dissidence in West 
Bengal to converage in. The crowds that he 
has been drawing in public meetings in 
different parts of V^fest Bengal are impressive 
enough and, indeed, are growing more so. 
To start with he had with him only two out 
of about 50 Congres$(I) MLAs. T\vo more, 
and both of them highly prestigious, have 
already joined hands with him. There is also 
one MLA who has distanced himself from 
the official leadership, without formally 
going over to the opposing camp. Another 
important personality, a nominated memter 
of the Rajya Sabha, a former member of the 
late B C Roy’s cabinet and former chief 
justice of the Calcutta High Court, has 
made no secret of his liaison with Mukherji. 

Of all this, Mukherji’s biggest gain, of 
course, is the outspolun support of Sisir 
Bose, MI A, a leading doctor and, mote 
noubly, a nephew of Subhas Chandra 
Bose-*indeed the one who had helped him 
secretly to escape from house-internment 
and leave the country for wartime Gcrmaoiy, 
and who had suffer^ long imprisonmoit in 
the Delhi Red Fort and Lahor^it for this. 

Bose’s association with Muuwrji at once 
links in the Bengali mind the latter’s con- 
ftontatkm with R^v Gandlu, with C R Oas’k 
diveigence Mth Gandhi and SiiUias Chandm 



Bo^s long tussles with Gandhi, litael. 
Rgiagopalachari with, what most Bengalis 
regard as, Nehru’s surrender to the latter. 

Behind the Congress(I)*s dismal perfor* 
mance in the recently-hdd Sections for 75 
murucipalities in West Bengal, local com¬ 
mentators have almost universally discemed 
the dimming image of the central leadership. 
It was, however, left to Sisir Bose to use the 
most devastating language to give voice to 
the same thought. In a letter to the state 
Congiessd) president, promptly released to 
the press, he hat held the Coniprest(I) to be 
led by “a reactionary rightist and obscuran¬ 
tist caucus", “aided by a body of syco¬ 
phants, professional flatterers, power broken 
and political parasites” Calling the leader¬ 
ship “opportunists and upstarts”, he has 
rhetorically asked the sutc Congressd) 
president “how long, my friend, will you 
continue to do the bidding of the upstarts- 
turned-masters in Delhi instead of serving 
the people of West Bengal?” 

Significantly, instead of being on the 
defensive in the face of the charge that the 
present revolt against the Congress(I) high 
command would be aiding the CPl(M) in 
the soon-to-be-held Assembly elections, 
Bose candidly declared his intention to con¬ 
sult the CPI(M) along with other national 
opposition parties. 

Sisir Bose and his other colleagues, in¬ 
cluding of course Mukherji, are all staunch 
anti-communists. If they today seem pre¬ 
pared to overcome their old antipathies, it 
only shows the depth of their repugnance for 
the Congressd) high command. 

While Rajiv Gandhi’s sms of omission 
and commission are the immediate cause of 
the wounded Bengali pride, the CPI(M)’s 
sustained compaign about the Centres 
discrimination against West Bengal has 
provided the favourable conditions for this. 
Rajiv Gandhi’s statement that “Calcutta is 
a dying city”, his exclusion of the two 
effective ministers, Pranab Mukherji and 
A G Khan Chowdhuri from the new cabinet 
and allotment of two minor portfolios—law 
and planning, instead of flnance and 
railways—to West Bengal’s representatives in 
the new cabinet, and, finally, the uncere¬ 
monious expulsion of Mukherji out of all 
the malcontents at the central level—aU this 
has certainly caused anger among the 
Bengalis. But the vehemence of the feeling 
is due to the new culture of Bengali- 
consciousness nurtured by the CPI(M). All 
this shows that while the Bengali middle 
class has not become declassed, the CP1(M) 
and its periphery have become Bengali-sub- 
nationalistic One wonders if the party fully 
realises the long-term implications of this 
development. 

Maharashtra 


^ter for the Few 


MERCIFULLY, the monsoon rains have 
broken over many parts of Maharashtra, 
thus breaking the long period of drou^t 


over most of the state Even though It would 
be too early to foresee the effect of these 
rains on the crop, they will at least alleviate 
the acute scarcity of drinking water and to 
some extent also that of cattle-fodder. 

Water scmcity has long ceased to be a 
newsworthy item in Maharashtra, despite the 
fact that about half of the state has to live 
with it more or less permanently. This 
includes the districts of Pune, Nasik and 
Ahmednagar, most of Marathwada region 
and also parts of N'idarbha. lb this ancient 
list of the scarcity areas of Maharashtra have 
been recently added parts of the districts of 
Dhuie and Jalgaon al^ which did not figure 
very often in this list in the past. Although 
the increase in population and the denuda¬ 
tion of land are contributory factors, the 
scarcity of water in Maharashtra cannot be 
ascribed only to natural phenomena. 

That the last monsoon had failed was 
clear by September 1985 itself. It was also 
clear then that by April or so many parts 
of the state would be facing acute shortage 
of drinking water According to some re¬ 
searchers, at the time of Independence about 
4,000 villages in present-day Maharashtra 
used to face water scarcity for most of the 
year: by 1982-83 the number had gone up 
to 1.3,000. It was claimed by the state govern¬ 
ment in that year that of these villages the 
drinking water problem had been per¬ 
manently solved in 12,527 villages. Yet the 
latest reports accept that this year over 
12,000 villages and urban areas are lacing 
acute water shortage When the magnitude 
of the problem became clear late in 1985, 
It was planned to energise immediately 
water-pumps in 5,602 villages. In actual fact 
they had bMn energised in only 393 villages 
by the end of May It is clear that at this rate 
it will be many more years before the 
problem of drinking water is tackled. 

The position regarding water management 
for farming is no better. It is true that not 
much land in Maharashtra has assured water 
supply—the irrigated land is hardly 10 per 
cent of the total available land. And the pro¬ 
portion will not change substantially even 
when all the ongoing irrigation projects are 
completed. At the same time, it carmot be 
said that the available water resources of the 
state ate deployed either equitably or 
optimally. 

It is well known that the cultivation of 
jowar and other coarse grain requires only 
about a tenth of the water that is needed tv 
sugarcane By limiting the consumption of 
water by sugarcane-growers it would be 
possible to Supply water to almost ten times 
the area under jowar and other coarse grains. 
By and large it it the marginal and sub¬ 
sistence farmers lacking in inputs who go in 
for the cultivation of coarse grains. And it 
is the same group of farmers who turn into 
migrant workers in times of even a mild scar¬ 
city. By making water available to these 
farmers, it would be possible td reduce the 
severity of drdu^t at least to some extent. 

There has been talk off' and on of limiting 
the supidy of canal water to sugarcane farms 
to only ^ht months of the year. Even the 


present chief minister has come out in sup¬ 
port of the idea. However, no concrete steps 
have been taken in this respect, even in the 
scarcity conditions of the last summer. In 
fact, there are reports that water meant for 
hydel generation at Koyna is abo being 
quietly diverted to some of the major sugar¬ 
cane growing areas around Krishna river, 
thus aggravating the electricity shortage. 
Now chat the rains have set in, it may be 
expected that all talk of limiting the use of 
water by the cane farmers will be quietly 
forgotten—till the next scarcity you. 

Although no statistics are available about 
the pattern of water supply, it may be noted 
that while foodgrains production in Maha¬ 
rashtra has gone down from 97.36 lakh 
tonnes in 1984-83 to 91.60 lakh tonnes in 
1985-86, in the same period sugarcane pro¬ 
duction has gone up or has remained steady 
in most of the districts. In Ahmednagar 
district, it has gone up from 43.8 to 44.8 lakh 
toimes, when the district has been facing the 
severest water scarcity in a decade It has 
gone up also in Ohule and Nasik districts. 
In this connection, it is worthwhile to keep 
in mind that Ahmednagar district has the 
highest proportion of irngaied land in 
Maharashtra (28 per cent) and at the same 
time also the largest number of persons 
(about 1 lakh) working under the EGS pro¬ 
gramme This is surely not just coincidental. 

It is true that water supply is not ava- 
abundant in Maharashtra. It has to be recog¬ 
nised that like land, water is also a scarce 
national asset and has to be husbanded pro¬ 
perly. An equitable balance has to be suuck 
between the various demands on the scarce 
resource—such as for drinking purposes, for 
subsistance farming, for growing cash crops 
and also for power generation. There is no 
doubt at all that at least in Maharashtra, in 
the past twenty years or so, water resources 
have been exploited almost exclusively for 
only one purpose—to facilitate the change- 
(wer of the big landholders to the cultiva¬ 
tion of sugarcane, grapes and other cash 
crops. Judging from the continuing scramble 
for opening more and more sugar factories 
in the state, it seems clear that for many 
more years to come, this grossly lopsided 
exploitation of the community’s common 
and precious resource will continue. 

IMF and Devaluation 


Creeping Doubta 


DOES the IMF subscribe to the theory that 
the immediate impact of exchange rate 
devaluation can be quite adverse? If it did, 
it vrouid allow the country it is advising in 
favour of devaluation sufficient time and 
wherewithal to meet the situations. But in¬ 
creasingly the IMF is shilling back from ex¬ 
tended lending to standby lending, with its 
no less stringent conditionality. 

Still, in its “World Economic Outlook, 
1986”, the IMF invokes the ‘J-Curve’ to 
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rationalise the payments developmenu in the 
industrial countries. In spite of the sharp fall 
in the value of the dollar over the past 
twcive-thirteen months, and partkulariy 
since September 1983, the US current 
accounts deficit is estimated to have risen 
from S 107 billion in 1984 to S 118 billion 
in 1983 and the IMF projections do not 
envisage any major decline in the next two 
years, 1986 and 1987. 

The rationalisation runs as follows: “In 
the other industrial countries [i c; other than 
the US] competitiveness has deteriorated 
somewhat as a result of the falling dollar. 


IT must indeed have been a rare experience 
the stock exchange fraternity went through 
recently-witnessing equity price indices 
taking a big plunge in face of the highly 
encouraging news from some of the top 
companies m the country. The stock market 
draws its sustenance from trading in cor¬ 
porate securities—shares and debentures. 
What happens in the corporate sector has 
therefore an important bearing on the mood 
of the market. ^Idom before has the market 
been known to have exhibited such utter con¬ 
tempt for good corporate news as it did 
during the week-ended June 29 

On June 26 noon, Ikta Iron and Steel 
Company released its results for 1985-86 - 
record turnover and profit, hike in the divi¬ 
dend from 21 per cent to 23 per cent and 
a two-foi five bonus issue to be followed 
by a Rs 200-crore rights equity issue on a 
one-for-three basis at a premium of Rs 4tX) 
per share to part finance its modernisation 
programme involving an expenditure of 
Rs 1,127 crore over the next five years. 

The same evening, Dhirubhai Ambani, 
chairman of Reliance Industries, told the 
mammoth 30,000 strong shareholders’ 
annual meeting held under a well-otganised 
‘shamiana’ at Cross Maidan in Bombay—a 
unique event in corporate history—that the 
turnover and profit for the current year 
would show further marked improvement 
over last year’s record performance and that 
the management was considering a large 
fully convertible debenture issue on rights 
basis to raise a part of the finance for its 
massive investment of over Rs 2,000 crote 
in just two to three years from now, opening 
up some new high growth areas for the 
company. This investment was expected to 
result in a two to three-fold increase in the 
company’s gross block by 1988 as against 
Rs 736 crore at the end of 1985. The 
Reliance cheif made several reassuring 
statements to despel certain misgivings 


For the short term, however, •J-Curve' effects 
are likely to cause a continued strengthening 
in current account positions expres^ in US 
dollars” lb put it in simple words, in the 
short term, the IMF conceto that a country 
devaluing its currency may well face a 
deterioration in its payments position rather 
than any improvement. If this is so, why not 
protect sufficiently a country which is 
devaluing in pursuit of an IMF-designed 
policy package? But to do so, would not the 
IMF have to have a somewhat longer-term 
view of the payments assistance it itself is 
able to give or its brokering role can 
mobilise? 


which had been assailing the minds of the 
investor community of late. 

Mafatlal Fine Spg and Mfg Company and 
Mafatlal Industries were the other two com¬ 
panies which reported the same day sub¬ 
stantially improved results for 1985-86 and 
rewarded the shareholders with higher 
dividends, the former raising the dividend 
from 12 per cent to 17 per cent and the 
latter from 17 6 per cent to 20 per cent. 
On June 27, the chairman of Escorts. 
H P Nanda, announced a three-for-five 
bonus issue at the shareholders’ annual 
meeting 

But the veritable flood of stimulating cor¬ 
porate news—Tata Steel and Reliance are the 
undisputed market leaders and the shares of 
the other three companies also enjoy con¬ 
siderable popularity—failed to produce any 
favourable impact on the market which 
staged a sizeable retreat instead. Within just 
two trading sessions on June 26 and 27, the 
Financial Express equity price index for 
Bombay registered a decline of 3.9 per cent 
and the all-India index declined by 3.2 per 
cent. This is the sharpest two-day fall for 
over three months. 

It was no ordinary selling that swept the 
market causing a sharp erosion in equity 
values. It was not a case of selling on good 
news—a common phenomenon in specula¬ 
tive markets—and nor was it a case of the 
highly encouraging corporate news falling 
short of the market’s optimistic expectations. 
The market could not possibly have hoped 
for anything better. It was really the sharp 
break in Tata Steel shares which unsettled 
the general trading sentiment and market 
gossip attributed the selling avalanche in 
Ikta Steel to the adverse impact of enormous 
option business that had bMn concluded on 
the eve of the company’s board meeting on 
June 26 to decide about the dividend, bonus 
issue and the fresh equity issue on a rights 
basis. Though illegal, option business goes 


on merrily in a few scrips with 'Qiu Steel at 
the top. Purchases and sales against matur¬ 
ing options can, at times, cause wild fluctua¬ 
tions in prices. 

It IS not only corporate news which has 
been really pleasing. The general news- 
background has also been distinctly favour¬ 
able. The progress of the south-west mon¬ 
soon has so far been very satisfactory. 
Kharif sowings have been in full swing in 
most parts of the country. Recently, New 
Delhi has announced further measures to 
boost exports and facilitate accelerated 
industrial growth. Tbade and Industry have 
been given a series of fiscal concessions— 
drastic cuts in customs duties on electronic 
Items, duty drawbacks for exports, relief for 
industrial refrigerators, etc. The procedure 
for movement of goods under MODVAT has 
been finalised. 

Many more industries have been brought 
within the fold of what has been described 
as ‘minimum operational capacities’. The 
Commerce Ministry has announced the pro¬ 
cedure for providing protection to domestic 
industries from unfair competition tu'ising 
out of dumped or subsidised imports. 
Norms for approving .foreign tie-ups have 
been further streamlined to ensure speedier 
technology upgradation and avoid delays in 
commissioning of industrial projects. The 
government has conceded in principle the 
need for higher returns to the sugar mills 
from the sale of molasses. A Rs 750-crore 
modernisation fund has been created for the 
textile industry with special emphasis on 
modernising the weak but viable units. The 
Unit Trust of India has promoted India 
Fund in association with Merrill Lynch 
Capital Markets which is scheduled to enter 
the London city market with an offer of 
shares worth £ M million. The proceeds of 
the Fund will be utilised for investments in 
shares and securities of Indian companies 
through a special scheme designed by 
the UTl. 

Despite encouraging corporate reports 
and the generally favouriAle—only the 
Punjab situation has been causing—news- 
background, equity price indices have been 
inclined lower. This could well be interpreted 
to indicate the inherent weakness in the 
market. That would perhaps be taking too 
rash a view of the outlook for equities. Seen 
in a wilder perspective, the decline during 
the week ended June 28 is only a continua¬ 
tion of the downward move which started 
early in the month and this is essentiaiy in 
the nature of a technical correction of the 
preceding sharp upswing—May 7 to June 4— 
which had lifted equity price indices fairly 
close to their all-time highs recorded about 
the middle of February. By June 27, the 
Financial Ejqtress equity price index tor 
Bombay had retraced nearly 42.3 per cent 
of the ground gained during the preceding 
sharp upswing. The retracing m the case of 
the all-India index was about 46 per cent. 

It is alwi^ possible to offer a seemingly 
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plausible explanation for the rise or fall in 
equity prices and draw a balance-sheet of 
bull and bear factors to support one’s view¬ 
point. But there is no dearth of instances to 
prove that most explanations sound rather 
hollow in retrospect. There are really no well- 
deHned norms for rationalising the beha¬ 
viour of equity prices. Minor and secondary 
corrections in a firmly established trend are 
guided more by technical considerations 
than by fundamental factors. Short-term 
trends are influenced largely by sentiment 
which knows no logic. To seek a rational 
explanation for every movement in equity 
prices is to underrate the strong influence 
of speculative elements which dominate the 
Indian stock markets. 


Paper Industry 


Unutiliaed Capacity 


THE paper industry has been passing 
through hard times and its fortunes have 
witnessed a steady decline since 1979-80. 
While there has been an impressive increase 
in the installed capacity of this industry in 
the Sixth Plan, the capacity utilisation has 
declined sharply. During the five years ended 
I984-8S, installed capacity for paper and 
paper board increased from 12.63 lakh ton¬ 
nes to 23.49 lakh tonnes, surpassing the Plan 
target of 20.S million tonnes. By 1983-86, 
installed capacity increased further to 24,30 
lakh tonnes against the target of 24 lakh ton¬ 
nes set for the terminal year of the Seventh 
Plan (1989-90). The bulk of the new capacity 
is accounted for by the large number of 
small paper mills that were allowed to be set 
up during the last four years through import 
of second-hand machines at concessional 
rate of import duty. The number of such 
mills almost doubled to 226 during the past 
four years and together they account for a 
capacity of 12 lakh tonnes, almost 30 pet 
cent of the total capacity. 

Most of these small paper mills are now 
saddled with obsolete technology. Their 
operations have become all the more 
uneconomical because of inadequate 
availability of bagasse and other agricultural 
residues. The estimates made by the Ministry 
of Agriculture earlier about the supplie&of 
such residues were much on the higher side. 
Consequently, the performance of small 
paper units has been dismal. The Industrial 
D^opment Bank of India (IDBI) has iden- 
tified the causes of their poor performance. 
These include poor utilisation of installed 
capacities on account of equipment bottle¬ 
necks, high costs of coal, power shortage 
and problems connected with the procure¬ 
ment of raw materials. 

Not surprisingly, while the addition to 
capacity has been quite impressive, the pro¬ 
duction of paper and paper board increased 
at a much slower pace than anticipated. It 
increased from 10.60 lakh tonnes in 1979-80 


to 13.30 lakh tonnes in 1984-83 and 13 lakh 
tonnes in 1983-86. Thus the capacity utilisa¬ 
tion declined from about 84 pei cent in 
1979-80 to 64 per cent in 1983-86. 

Since the demand for paper and paper 
board has not increased as anticipated 
(presumably on account of the rising prices^, 
the industry is now facing a situation of glut 
and liquidity crisis. During the past six 
months most of the manufacturers were 
forced to slash their prices by R$ 300 to 
Rs 1.0(X) per tonne and even this has failed 
to stabilise the market. According to 
informed sources, leading manufacturers are 
offering two to three per cent discount over 
their listed prices. Small and medium units 
are also reportedly offering cash discounts 
ranging from R s 500 to Rs 800 per tonne on 
bulk suppliers. Because of the price war, 
about 40 small and medium paper units have 
reportedly downed their shutters. 

IVade and industry are now saddled with 
unsold stocks of over one lakh tonnes of 
white printing paper in the wake of improved 
availability of paper and newsprint. 
Paradoxically, however, the paper industry 
continues to dodge the Paper Control Order 
under which the larger units are required to 
supply 23 per cent of their input in the form 
of white printing paper to the educational 
sector at controlled prices. Although the 
government had raised this price from 
Rs 6,4(X) per tonne to Rs 7,2(X) per tonne 
effective from January 16, the revised price 
is lower than the open market price by about 
Rs 1,200 per tonne, excluding excise and 
other levies. 

Some time back the Union government 
appointed a working group to study the pro¬ 
blems of the paper industry under the 
chairmanship of S O Srivastava, Secretary, 
Ministry of Industry. Recently, the joint 
committee of the paper industry in its sub¬ 
mission to the working group has once again 
pleaded for the immediate repeal of the 
Paper Control Order of 1979. Its contention 
is that the scarcity of paper no longer exists. 
The Committee has suggested that since 
there are abundant stocks of white printing 
paper in the market, it should be possible 
for the government to purchase the same 
from the open market for supplies to the 
educational sector. 

However, at a recent review meeting the 
Union Minister of State for Industry 
M Arungchalam indicated that there would 
be no relaxation in the Paper Conttol Order 
and that the government would provide 
more teeth to the Order to make it effective. 

The Paper Control Order has remained a 
major bone of contention between, industry 
and government ever since it was introduced 
in 1979 and the government has not been 
able to enforce it effectively, although the 
controlled price of white printing paper has 
been revised upwards from time to time. For 
instance, the controlled price was Rs 3,000 
per tonne in 1979 and now it is Rs 1,200 per 
tonne. 


The industry's contention is that there is 
always a big time-lag between cost escala¬ 
tion and the price hikes recommended by the 
Bureau of Industrial Costs and Prices 
(BICP). Moreover, the industry has argued 
that some of the paper mills are not in a 
position to produce white printing paper on 
account of technical incapability. In fact, a 
number of mills have been exempted the 
government from the purview of the Con¬ 
trol Order in view of their precarious ilnan- 
cial position. 

The actual supplies of white printing 
paper made available to the educational 
sector at controlled prices during the last 
three years (1983-84 to 1983-86) were only 
2,38,352 tonnes against the total allocation 
of 4,11,700 tonnes. This worked out to 57.8 
per cent of the allocation. 

In view of the growing sickness among 
paper mills and the reluctance of the units 
to supply white printing paper to the educa¬ 
tional sector at controlled price$,.it has been 
suggested that an additional excise duty 
should be levied to create a special fund for 
the purpose. In fact this was the suggestion 
made by the Indian l^per Makers' Associa¬ 
tion sometime back since that would give the 
mills freedom to choose the product-mix 
most attractive to them. 


SUBSCRIPTION RATES 


Inland 


Institutions One yea' 

Rs 950 

Iwo years 

Rs 475 

Three years 

Rs ?00 

Individuals One year 

Rs 900 

Iwo years 

Rs 375 

(hree years 

Rs 550 

Concessional Rates 

une year 

Teachers/Reseaichers 

Rs 150 

Students 

Rs 100 

Concessional laies aie available only in 
India To avail of concessional lates, certi 
ficate from relevant institution is essential 

Foreign 

One Year 

Surface mail 
(aM countries) 

US 5 50 

Air mail 

Bangladesh, Pakistan 
and Sn Lanka 

US C. 50 

Other Asian countries 
Africa, Aiistiaha, 

S 65 

Europe 

South and North 

5 75 

America and 

New Ze.aland 

■1 VO 


Remittance by money order/bank draft/ 
postal order lequested. In view of revision 
of collection charges by banks, please add 
Rs 14 to outstation cheques 

All remittances to Economic and Political 

Weekly. 
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STATISTICS 


Variation (Per Cent) 


Index Numbera of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(14 6 86) 

Month 

Year 

29, 1986 

85 86** 

84 83 

83-84 

82-83 

All Commodities 

1000 

370 3 

05 

3 5 

3 1 

5 7 

7 1 

95 

26 

Primary Articles 

417 

339 4 

-08 

1 6 

26 

24 

48 

11 0 

36 

Food Articles 

298 

330 4 

-1 2 

3 6 

3 1 

7 3 

6 4 

13 5 

62 

Non food Articles 

106 

283 4 

0 1 

-40 

22 

10 5 

-23 

15 1 

J 7 

Fud, Power, Light and Lubricants 

85 

614 8 

03 

8 1 

09 

89 

26 

76 

73 

Manufacture Products 

499 

354 7 

1 6 

3 8 

40 

33 

60 

87 

06 






Variation (Per Cent) 



Cost of Lasdne Index 


I aiesi 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

in 

In 

in 




Month 

Year 

1986 

85 86 

84 85 

83-84 

82-83 

For Industrial Workers 1960 

100 

643^ 

08 

8 2 

08 

65 

64 

12 6 

7 8 

For Urban Non Manual Employees 1960 - 

100 

584’ 

09 

8 1 

— 

68 

8 I 

10 3 

80 

For Agricultural 1 abourers luly 60 to 

555'* 

-02 

7 1 

02 

48 

02 

tl 4 

5 2 

June 61 

100 













Variation. Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

I ast 

Last 

March 

In 

In 

In 

in 



(6 6 86) 

Month 

Year 

28, 1986 

85 86* * 

84 83** 

83 84 

82 83 

Money Supply (M,) 

Rs Crore 

1 22,749 

1.828 

17,395 

4,794 

15,192 

16,058 

13,031 

10,115 




(1 4) 

(10 5) 

(9 4) 

(14 9) 

(18 7) 

(17 9) 

(16 1) 

Net Bank Credit to Government Sector 

Rs Crore 

64,118 

1,965 

10,545 

5,637 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

81 740 

27 

10,980 

238 

9.745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,813 

57 

994 

515 

299 

1,419 

-104 

-977 

Deposit of Schedule Commercial Banks 

Rs Crore 

87,734 

1,438 

14 159 

2,446 

12,475 

11,519 

8,550 

7,299 




(1 7) 

(19 2) 

(2 9) 

(17 3) 

(19 0) 

(16 4) 

(16 6) 

Foreign Exchange Assets** 

Rs Crore 

7,451 

56 

712 

437 

53 

1,319 

1,233 

911 







(0 8) 

(24 0) 

(28 9) 

(27 2) 

Index Numbern of Induatnal 

eights 

1 aiest 

Average of 






Production 


Month 

Months* 


Variation (Per ( ent) 


(1970 100) 















In 

In 

In 

in 

In 




1986 

1985 

1986* * 

1985 * * 

1984 

1983 

1982 

General Index 

100 00 

223 5’ 

225 7 

212 7 

6 1 

66 

7 2 

4 5 

45 

Basic Industries 

J2 28 

283 6' 

283 6 

265 6 

68 

6 I 

11 5 

5 5 

80 

Capital Goods Industries 

15 25 

245 5' 

245 5 

223 3 

99 

49 

12 0 

43 

09 

Intermediate Goods Industries 

20 95 

191 5' 

191 5 

174 1 

10 0 

11 0 

1 4 

79 

1 9 

Consumer (loods Industries 

31 52 

183 8' 

183 8 

175 2 

49 

26 

20 

04 

5 8 

Durable Goods 

3 41 

256 3' 

256 3 

207 8 

23 3 

19 4 

18 0 

0 1 

36 

Non Durable Cioods 

28 It 

173 4* 

173 4 

171 2 

1 3 

06 

06 

0 5 

65 

Foreign Trade 

Unit 

1 atest 

Cumulative for* 








Month ' 










(Dec 85) 

1985 86* 

1984 85 * 

1984 85 

1983 84 

1982 83 

1981 82 

1980 81 

Exports 

Rs Crore 

790 

7,656 

8 560 

11,396 

9,872 

8,908 

7 803 

6.711 






(15 4) 

(10 8) 

(14 2) 

(16 3) 

(3 9) 

Imports 

Rs Crore 

1 544 

13,867 

12 330 

16,592 

15,763 

14,356 

13,671 

12,524 






(5 3) 

(9 8) 

(5 0) 

(9 2) 

(40 6) 

Balances of Trade 

Rs CrOre 

754 

6,211 

-3,770 

5,196 

5 891 

-5 448 

3,868 

-5.813 

Emphiyment Exchange btatialics 

Unit 

I atesi 

Cumulative for* 








ivioniii 

(March 










86) 

1986 

1985 

1983 

1984 

1983 

1982 

1981 

Number of Vpplicants on Live Registers 

Thousand 

27 034 

27,034 

23,915 

26.270 

23,547 

21.934 

18,646 

16,584 

(as at end of period) 





(116) 

(7 3) 

(17 7) 

(12 4) 

(8 3) 

Number of Registrations 

Thousand 

357 

1,326 

1,420 

5,766 

6,220 

6,655 

5,862 

6,277 






( 7 3) 

(-6 5) 

(13 5) 

(-6 6) 

(2 0) 

Number ol Vacancies Notified 

Thousand 

44 

142 

168 

657 

707 

827 

820 

895 






(-7 1) 

(-15 5) 

(0 9) 

(-8 4) 

(6 6) 

Number of Placements 

Thousand 

27 

87 

101 

373 

407 

486 

474 

505 






(-8 4) 

(-16 3) 

(2 5) 

(-6 1) 

(5 2) 

Income 

Unit 

1984 85* * 

1983 84** 

1982 83 

1981 82 

1980-81 

1979 80 

1978 79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,383 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970 71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

33,168 

50,736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For current year upto latest month for which data are available and for corresponding period of last year 

** Excluding gold and SDRs 
I- Upto latest month for which data are available 
+ + Provisional data 

Notes (I) Superstnpt numeral denotes month to whKh figure relates, e g, superscript' indicates that the Hgure is for January and so on 
(2) Figures m brackets denote percentage variation over previous period 
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CAPITAL VIEW 


The Complexity of the Crisis 

Romesh 


THE gloom is atl-pervading. Rajiv Gandhi 
and his coterie are clueless about what is to 
be done in a politically fratricidal situation. 
We had earlier believed that the nervous 
baba-log would clutch the arms of our 
experienced bureaucratic babus, and survive. 
But, even here they feel orphaned. The latest 
order of the babus is to assign senior 
administrators handling traumatic situations 
as in Punjab to report at Delhi for a week’s 
training in 'commercial marketing’. Farce? 
Tragic farce, in fact. 

I might as well record the fact that the 
conviction is growing that the only way out 
for a Rajiv Gandhi, trapped in his own 
inexperience, is to begin a sustained con¬ 
sultation with a group of chief ministers 
who arc representatives of national thinking 
Preferably, this should be a structured 
initiative as under Article 263 of the Con¬ 
stitution. It would break the unhealthy prac¬ 
tices of the past few years, and begin the vital 
job of broadening involvement in crucial 
decision-making through an Inter-State 
Council. 

This desire for wider, structured consulta¬ 
tion is expressed privately in the ruling party 
despite its huge ‘majority’ in Parliament. It 
gets expressed in letters to the PM from a 
whole lot of people who see the large and 
Habby Tripathi as a convenient cover for 
ciitical noises. Rajiv Gandhi, at a moment 
when his own credibility has become the 
subject of public debate, cannot be unaware 

A wider consultation, which would re¬ 
quire fuller briefings on the actual situation 
from troubled /ones, and the circulation of 
various leports of official commissions now 
sought to be kept under wraps, would help 
the parties enjoying in some nine states to 
emerge from their present mood of profound 
cynicism. This aspect is a damaging dimen¬ 
sion of the present national crisis. 

Thoughtful observers of the political 
scene, and a number of civil and military 
professionals, arc unable to understand why 
the border with Pakistan (including Punjab 
and Rajasthan) has not been properly sealed 
by a military deployment that is clearly 
defined and effective. And, in addition, we 
continue to be surprised at the pussy-footing 
over establishing a single command over the 
many police and para-military formations 
now coping with the terrorist menace This 
threat to life and security is real and will not 
dissolve without a carefully organised anti¬ 
terrorist network. 

Unless the official machinery is seen 
impartially and with integrity to tackle the 
threats that are developing, there will be a 
growing premium on disturbances and 


Thapar 

destabilisations launched by persons who are 
politically protected. We have already 
witnessed such spectacles in Kashmir, in 
Uttar Pradesh (Allahabad is the most recent 
example!), in Bihar which has seen so many 
brutal killings, and on the borders of 
Maharashtra and Karnataka. More ‘pro¬ 
blems’ are in the making if Union Minister 
K K Tiwari’s performance in Andhra 
Pradesh is a pointer. 

Wherever there is an attempt to govern 
with justice, the dividends are visible. 
Witness the patterns in West Bengal and 
Karnataka. Yes, even in the tense Valley of 
Kashmir where the most jaundiced observer 
admits that Governor Jag Mohan’s rule is 
a pleasant change from the blatant corrup¬ 
tion of the politicians. Rajiv Gandhi is 
coming up against political competition and 
is being found wanting. He is fiddling with 
problems, without concept or perspective. 
India cannot but sec danger in this.' 

The extraordinary publicity given to every 
rumble in the Congress Party, whether it 
be from TYipathi or Solanki or Pranab 
Mukherji or Ram Dhan, is reflective of the 
growing belief that Rajiv Gandhi is not able 
to manage and that a major split in the party 
is inevitable. This may be wishful thinking 
until such time as the Opposition is able to 
produce a combination that looks like an 
alternative, but it would be a mistake to be 
dismissive of the possibility.'Various politi¬ 
cians are dreaming of ruling India and laying 
hands on its awesome toshakhana. 

The argument about ‘the alternative’ is 
getting less assertive M the Rajiv Gandhi 
groups makes an unholy mess of anything 
it tackles. The confusion on Punjab only 
tops the list of confusions. A sampling of 
opinion in political ciicles, including Morarji 
Desai’s for what it is worth as an old Con¬ 
gress hand, suggests that faith in the dynastic 
principle now lies shattered. Even within the 
Congress there are several gangs of politi¬ 
cians who are convinced that they could 
perform more effectively than the Rajiv 
Gandhi caucus. 

Imagine the thoughts passing through the 
oppositional minds of Chandrasekhar, Atal 
Behari Vajpayee, Joyti Basu, Faroukh 
Abdullah. R K Hegde and Sharad Pawar. 
There’s talent enough ail around. It lies 
stupidly aligned without valid programme 
and perspective. Maybe, the disturbing crisis 
now so visible was necessary, a kind of 
catalyst to revive creative and constructive 
politics. 1 sincerely hope so, for without a 


viable alignment of forces we will not be able 
to emerge from the disarray in the political 
vacuum. 

Punjab, which has specially complex 
features, illustrates the dangers. Angers are 
rising over the bieakdown of minimum 
security systems in the state. Chandigarh’s 
future IS brought under fresh question- 
marks. And there is the demand for the 
‘accord’ to be declared null and void. 
Clearly, if the Akali leadership maintains its 
hostility to every compromise formula 
evolved in Delhi, then the pressure will 
build on the Centre to impose a solution 
(hopefully, fresh and just!) which will win 
support among the people. 

If we had this kind of political skill 
available to us at this moment, we would not 
be debating whether the accord was dead or 
alive. The disarray has made uv so suspicious 
of each other that no forward movement is 
without pitfalls. I would have thought 
that the gravity of the crisis would have 
persuaded sme of our more respected and 
seasoned politicians to intervene and evolve 
a viable solution. Several possibilities exist. 
But no one moves. The political alienation, 
as it were, is complete. 

We cannot drift in this manner. Someone, 
perhaps with others, has to move even at the 
risk of temporarily losing his traditional 
political support. What use a federal polity 
that is fractured, paralysed? What use a 
political stance that runs away from throny 
issues? E.en if hopelessness has taken over, 
there is need for courageous, creating 
intervention. 

Meanwhile, we are keeping our fingers 
crossed over the accord with the Mizo 
insurgents. There are too many incendiaries 
around like Minister K K Tiwari and 
Minister Mufti creating problems for their 
‘leader’. If Arun Nehru and his ADC 
Fbtedar, have been deflated, it doesn’t mean 
that discipline has been established at the 
point of governance. Vacuous politicking 
nurtures strange ambitions and stupidities. 

June 27. 
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. INTERNATIONAL AFFAIRS 


China's ‘Student Problem 

GPU 


STUDENTS are in the news again alter a 
good two decades W hat happened to them 
in the late sixties would hardiv need repeti 
tion now They treated a storm which was 
unparalleled in the history not only ot China 
but also of the world, the Pans uprising of 
students of the same period notwithstand 
ing 1 he oiil> parallel which does come to 
one’s ntmd is what the students had done 
in May of 1919 in C hina itself The May 
Fourth movement began a new chaptei in 
China’s historv which ended in the revolu 
tion in 1949 May 1919 introduced a new 
word m C hina’s political vocabulary Begin 
ning with that year everything meaningful 
and politically or culturally significant came 
to be described as "new” The revolutionary 
praxis ol the Chinese people made a word 
like “new” into a potent weapon To be sure, 
the students' movement in China has had 
a history going beyond 1919 Its modern 
avatara can be safely taken back to the 
peiiod in the last decades ol the nuieteenih 
centuiy when Chinese students started going 
to Japanese and Westein universities Mao 
Zedong was once a member of a committee 
which selected these scholar candidates to 
gc abroad lor higher studies /hou Fn-lai 
himself went to France, and so on Yet it 
remains true to say that May 1919 was the 
greatest landmark in the history of the 
students’ movements in China 
Nearly five decades after May 1919 they 
Struck again This time the reverberations 
were felt all over the world The word ’new’ 
appeared again The tour ‘olds’ needed to 
be replaced by the four ‘news’ That was the 
slogan of the Cultural Revolution The four 
in question being ideas, customs, habits and 
culture The Cultural Revolution created 
shock waves both within and without China 
It IS an old story now Students in China do 
not any longer claim any knowledge of it 
When we were in China our interpreter 
reiused to talk about it on the plea that she 
was only sixteen or even younger in 1966 
The plea was weak because, as you can sec, 
she could nor have stayed 16 (or whatever 
her age) all through the decade of the 
Cultural Revolution But it is a part of 
oriental etiquette (where it has not been cor 
rupted by the polemical Western tradition) 
that an unconvincing answer is usually a hint 
that no further exchange is desired We 
promptly and pohtelv gave up the subject 
In anv case, the Cultural Revolution which 
everyone round the globe seems to think of 
as an unadulterated catastrophe is now 


forgotten Ti'n stars of suicidal nonsense, 
evervonc seems to sav 
Perhaps ii was We do not know Nor is 
this the place to sort out the question I he 
point IS that 1919 to 1969 70 seem to be a 
period dominated bv the studen's of China 
C ome seventies and it is all gone Now they 
aie a chastened lot, a disciplined bunch 
I hat IS the reason why students being in the 
news again in China causes a minor stir fo 
be sure, no cultural revolution is coming On 
the contiary, the issues are now rather placid 
and tamer Nevertheless the last six months 
suddenly saw the airnngs, small alright but 
interesting m their own way 

fhev have not been carthshaking develop 
ments but important enough to warrant 
intervention by polit buieau members In 
Dex-ember last veat C hincse students wanted 
to cclebia the liflicth anniveisary ol the 
‘patriotic students movement” I he tone 
was clear The 193S demonstrations were 
against the Japanese 1 he category of “anti 
imperialism , lately not very popular in 
China, was raising its head again, or so it 
seemed The December 9 demonstration 
involved a whole lot of activity in Chinese 
campuses beginning in September Early 
demonstrations had taken place in Septem 
ber Itself These demonstrations and the 
meetings between the party leaders and the 
students which followed centred on the pro 
blem of the new economic policy currently 
being pursued in China and China’s close 
relationship with Japan On October 1, i98S, 
for example, a students’ demonstration 
against the new price policy and against 
Japan was held in Xian Ail this must have 
caused some alarm The proposed December 
9 demonstration was therefore viewed with 
considerable anxiety by the leadership In 
Beijing students were lectured to by Li lung 
Hu Qili (the most likely candidates to 
succeed Deng and Zhao) in late September 
Reports talk of their stressing the need for 
discipline and warning that students found 
responsible lor such demonstrations would 
be charged as counter-revolutionaries 
Soon thereafter the December 9 demon 
strations took place But the focus was not 
as clear and specific as was originally 
planned 2,000 ethnic minority students 
came out demonstrating in the streets of 
Urumqi, the capital of Xinjiang, against 
nuclear testing in the region They apparently 
wanted to know “about the possibility of 
pollution caused by the nuclear tests” Had 
the demonstration taken place after the 


Chernobyl incident one could have read a 
different meanmg into all this Clearly it was 
some genuine worry within Xinjiang. At any 
rate a demonstration ot ethnic minority 
students would naturally have a special 
significance But that’s about all 

In the spring this year students became 
more assertive in what is known as China 
proper TVvo Beijing university students were 
arrested in April 1986 It is not clear whether 
these students had anything to do with the 
December demonstrations on the Chinese 
campuses or whether these arrests were a 
consequence of Li and Hu, the two polit- 
bureau members, talking to students in 
Beijing It IS nevertheless clear that there is 
considerable unrest among a section of the 
C hinese students and a whole set of ques 
lions are being asked In Ociobci and 
Novemebr Iasi year leaflets in the name ol 
a “Young Marxist Faction” were distributed 
on the campuses What is striking about the 
leaflets if ihc reports about them are true, 
IS then political contusion and directionless 
One ol the leaflets ciiticised the ‘Japanese 
economic invasion’ of China whereas the 
other criticised Marxism and called (or more 
‘democratic freedoms’, all in the name of the 
‘Young Marxist Fa tion One leaflet criti 
cised the poor living conditions of students 
in China One can thus see that the ‘de 
politicisation' of the campuses in C hina has 
gone ahead full speed, going by the repot ts 
of these leaflets, that is The students are 
now worried about a different set of 
pioblems 

One measure of then preoccupations is 
that for the first time in the history of C om 
munist China large-scale violence obviously 
aimed at African students took place on the 
Tianjin University campus on May 25 Now 
the government has come out. with a finding 
that the ‘foreign’ students were responsible 
for the violence on the Tiajin campus The 
verdict was given on June 7 All the same, 
one can see the tremendous embarrassment 
to the Chinese government 

It would be wrong to deduce from this 
that students in China are an angry lot out 
to challenge whatever they see as wrong or 
undesirable Clearly no new May 4, 1919 
movement or new Cultural Revolution is in 
offing What It does indicate, however, is the 
following Students once used to be the 
‘activists* of political movements in China 
At times they used to be vanguards Now, 
as in other sutes of Asia, they are becoming 
a problem In the case of China it is, of 
course, a manageable problem—some 
modernisation that, as Deng Xiaoping 
would undoubtedly say 
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Calcutta EKary 

AM 


PERHAPS not even a dozen people in this 
callous, huge city knew who she was On the 
back page of newspapers, way down in an 
obscure comer, the information collected by 
junior reporters assigned on police beat was 
summed up in exactly four and a half lines 
A strong smell was emitting from a central 
Calcutta flat locked from inside, the police 
arrived, broke into the apartment, and 
recovered the body of an old woman, who 
must have been dead for at least a couple 
of days The body had been sent for post¬ 
mortem The womans name was Sheila 
Perera, who had been the occupant of the 
flat for the past thirty five years, most 
papers got her name garbled in print 

Of the barely a dozen persons who still 
knew her in Calcutta, one or two remem¬ 
bered that a couple of years ago too, it was 
a near thing, Sheila Perera did not stir out 
ot her flat for three days, worried neighbours 
had then managed to enter and found her, 
silk and starving on the verge of death On 
that occasion, she could be saved, if that is 
the expression Ihis time it was too late 
I here was no loui play Sheila Perera died 
because there was nobody to look after her 
She died of loneliness 

This woman, Sheila Perera, was once 
married to N M Perera, leader of Sn Lanka’s 
Sama Samaj Party, which was, till the sixties 
the pnncipid opposition group in the island- 
countrv The party held aloft the banner of 
the so called Fourth International, the last- 
ditch Trotskyites in this funny wondrous 
world For a while in the 1960$, N M Perera 
was in alliance with Sirimavo Bandaranaike, 
and was Deputy Pnme Minister and Finance 
Minister in her government, perhaps a rarest 
instance of a ITotskyite holding public 
offlce, pace the non starter of the permanent 
revolution But by then Sheila Iftrera had 
long been divorced from him A bunch of 
Fourth International activists crossed over 
from Ceylon as it then was to India during 
the Second World War Sheila Perera was 
amongst them She chose CalcutM, where 
some remnants of devout IVotsky fans were 
left She stayed here for forty years at a 
stretch, lonely, lonelier, loneliest, until her 
grisly end earlier this month in the non¬ 
descript apartment Her body has been sent 
for post mortem 

Docs her death bring back the memory 
of banquet halls departed^ No, grandeur 
was never part of the appurtenancek of the 
Trotskyites Once the Spanish civil war 
whimperingly ended in the tragedy that was 
almost foreordained, the Fourth Inter¬ 
national, that cunosum to end all cunosums, 
was left with just two pockets of refuge, 
Mexico and Ceylon Why of all places only 
Mexico and Ceylon is a puzzle which is 
somewhat difficult to unravel. But this is 
how accidents occur in history A certain 
Latin broadmindedness had always charac¬ 


terised the government in Mexico It did 
permit Leon Trotsky to enter the country 
and set up residence And once Trotsky 
arrived, could his followers be far behind, 
even though they cruld not save him from 
a gory death Ceylon, Victorian-colonial 
almost till the day she received her indepen 
dence, must have seemed a stranger spot tor 
the Fourth International rump to end up in 
It IS mostly children of the affluent 
Ceylonese, going up to Europe for graduate 
studies, who fell for the charm of the 
Tlxitskyite doctrine and brought the message 
back home Or perhaps much more than the 
doctrine, it was the loose-limbness of the 
Fourth International comings and goings, in 
contrast to the apparent rigidities featuring 
the Stalinist appaniihik of the conventional 
communist parties The tropical island 
beckoned to the romantics The ambience 
of Colombo encouraged easygoing non 
conformism It also encouraged intellection 
Does not intellection imply that one must 
insist on splitting bans'' The TVotskyites, let 
demon bless their soul, were great ones lor 
splitting hairs Ceylon, today’s Sn Lanka, 
became their natural abode 
For these would be revolutionaries would 
be living, nearly exclusively, in the realm ot 
ideas In pucca colonial Ceylon, with its 
Maughmish milieu, there was little scope for 
praxis Everybody knew everybody else, that 
IS, everybody who mattered knew everybody 
else This made revolution in the concrete 
somewhat difficult (o practise, the revolu 
tionary ideologues from wealthy families 
were deprived of their overt profession They 
were reduced to logic chopping come, be a 
IVotskyite, and chop logic with us Coconut 
water and beer and whisky sour and the 
Fourth International it was a lovely, lovely 
cocktail The British were still around, they 
could not care less So you either married 
a planter’s daughter or became a Trotskyite, 
or often combined the two as long as 
everybody knew what everybody else was up 
to, nobody needed to Jose any sleep During 
the day, the IVotskyites came and went, play 
mg at revolution, honing and honing further 
theories on the revolution, in the evening, 
as the breeze floated from across the Arab 
sea, each and all, Trotskyites, nonlVotskyites, 
anti-IVotskyites, and the rest of the crowd, 
would congregate in the lawns of the sprawl 
mg houses on, let us say, Gregory’s Road, 
coconut water and beer and gimlet and 
whisky sour; they would prove to one 
another’s satisfaction that, given the right 
sort of rarefied environment, elegance and 
the revolution need not belong to non 
compatible categories 
Even so, or perhaps precisely on account 
of that, young people felt constricted in 
Ceylon At least the young ones m India, in 
ad^tion to soaking themselves m the arbtact 
of schisms and spliu organic to revolu 


tionary formations, could now and then rail 
against Mahatma Gandhi, or throw bombs 
at the British Chafing under Ceylon’s 
tropical sun, many of Colombo’s children 
chose to travel to Bombay or Bangalore or 
Madras oi Calcutta, where the action, they 
thought, was This happened with the com¬ 
munist party cadres, this also happened with 
those who were dead set against the com¬ 
munists For instance, in the early 1940$, the 
Ceylon communist party despatched the 
glamorous Anil D’Silva to Bombay and to 
ihe Indian Peoples’ Theatre Association 
Sheila Perera was the Anil D’Silva of the 
Trotskyites Her marriage with N M Perera 
was about to break up The comrades in 
India rent her signals, did not Ikotsky preach 
that political boundaries do not mean a 
thing, the revolution is for ever and for 
everywhere'' Sheila Perera ended up in 
Calcutta 

True, the Fourth International was already 
the butt ot jokes, some malicious, some 
harmless But the very fact that they were 
under attack and yet their faith remained 
undimmed made them come closer together, 
the romantic exiles from the world of praxis 
For those like Sheila I^rera who hopped 
across the Palk Strait in search of activism, 
praxis remained beyond the pale The scale 
factor proved impossible to arcumvent The 
Iroiskyites were numerically much too in¬ 
significant, It was beyond their capability to 
launch any sort of mass movement in India, 
where, unless you can gather a sizeable 
crowd, you are not taken seriously, not even 
by the police For individual action too, you 
need at least one or two well defined targets 
But whom were the IVotskyites principally 
against the khadi clad Congressmen who 
were comprador servitors of international 
capitalism, the socialists who had never 
grown out of the puerile Kautskytte tenden¬ 
cies of the Second International, the 
communists who were hand in glove in 
JawaharUI Nehru'' As the Second World 
War was ending and India was being sucked 
into the ugliest civil turmoil coinciding with 
political independence and the partitioning 
of the country, the IVotskyites were in a fix 
apart from reading Isaac Deutscher, apart 
from taking out a subscription to /Artisan 
Review, what were they supposed to do? 
Warning the nation against the Stalinist con 
spiracy was regulation chore, but was praxis 
reduced to only this symbolism'' 

There was no way of escape from reality, 
Trotskyite activity in the Indian cities— 
Bombay, Bangalore, Madras, Calcutta—was 
soon rendered into empty gestures All the 
great causes, alas, were captured by the 
Stalinists, and the moment those were taken 
over by the Stalinists, they b> definition 
ceased to be great causes In this kind of 
situation, even ideological purity is suscep 
tible to adjustments The enemy of youi 
enemy inevitably turns into your friend 
Thus It was no su'-p-ise when the votaries 
of the Fouith International grew mcreasingly 
close to the admirers of the Second, between 
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a Urotskyite and a Social Democrat the 
behavioural difference simply disappeared 
At the next stage, many of the TVotskyites 
discovered themselves in the clasp ol the 
Congress for Cultural freedom have hate 
for Stalin, will travel 

The left over Irotskyitei for a while stayed 
a compact group, but il was a thinning 
group Some of them, for a change^ tried out 
the company of the Indian maverick 
Rammanohar Lohia Eccentricity is however 
no surrogate for pmui As the fifties ran 
into the sixties and the sixties laded away 
into the uncertain next decade, the Irot 
skyites in India were a vanished species To 
their grandchildren, the Fourth Internauonal 
cannot but be a strange old wive's tale 

Sheila Perera could have returned to 
Ceylon now re named Sn Lanka She chose 
not to Was it pride, or a hurt ego which 
would not admit the twists and turns of 
reality’ In the late 1960s, her former 
husband, still a TVotskyite after a fashion, 
was Sn Lanka's Deputy Prime Minister But 
she had nothing to do with events in Sn 
Lanka, her emotional links were long 
snapped The comrades in India had dis 
persed, the Fourth International was a lost 
cause, why be entangled to pre history’ 
Sheila Perera stuck it out in Calcutta, in a 
dingy apartment in the city centre; where she 

COMPANIES 


had moved in more than thirty-five-years 
ago After some time; only a handful of 
friends svere left Few knew how she sur 
vived, perhaps her sister sent some occa 
sional remittance from Sn Lanka, perhaps 
she gave private tuition here and there and 
Kraped some money It was desolate living 
She had no help, tor most days, she had, one 
suspects no food either The urchins in the 
neighbourhood would now and then watch 
the cantankerous woman in her seventies 
walk along the pavement, all the while 
muttering to herself IVvo years ago, it was 
a near thing, she was ill, very ill, for a 
number of days she lay in her flat uncared 
for and without food On that occasion, she 
could be saved This month, it vms the same 
story again, but she was dead by the time 
the flat was entered into by the police 
Newspapers misspelled her name, they did 
not have an inkling who she was what 
dreams brought her to India, what frustra 
tions killed her soul The post mortem 
report says she died because of lack of food 
and nutrition How wrong it is She died 
because her illusion had died already a 
quarter of a century ago, and her pride 
would not make her admit the fact This past 
quarter of a century was vacuous, marginal 
existence for her Calcutta is still replete with 
such maiginal beings Sheila Percia is dead, 
there is now one less of them 


Vertical Integration 

Hansavivek 


RbLIANCb INDUSTRIES is striving to 
commission the purified terephthalic acid 
(PTA) project by the end of this year The 
plant with a licensed capacity ot 75,000 
tonnes per annum is being set up in technical 
collaboration with Imperial Chemical 
Industries, UK, and UOP Processes Inter 
national, USA On the project being com 
missioned, the company will be the first to 
produce PTA in India and will save substan 
tial amount of foreign exchange by way of 
import substitution The company has also 
taken steps to implement a project for 
manufacture of monoethylene glycol (MEG), 
a vital raw material for the polyester 
industry, with a capacity of 40,000 tonnes 
per annum It has also taken up the project 
for annual manufacture of 50,()00 tonnes of 
linear alkyl benaene (LAB), the raw matenal 
for production of synthetic detergents in 
technical collaboration with UOP Processes 
International The company has got letters 
of intent for manufacture of 50,000 tonnes 
of high density polyethylene (HOPE) and 
one lakh tonnes of poly vinyl chloride (PVC) 
per annum and is taking steps to implement 
these projects at Ha/ira in Gujarat The 
company called off the proposal for the 
take over of the assets of the chemicals and 


plastics division of Union Carbide India, 
situated at Anik, Chembur, Bombay, with 
the consent of that company on account of 
delays in obtaining various approvals 
The company is going ahead with its 
Rs 67 crore programme of modernisation of 
knitting and twisting divisions The comple 
tion of the programme would contribute to 
further improvement in the quality of 
fabrics, provide for an edge over competi 
tion, increase turnover and improve pro 
fitability Water jet looms and projectile 
jacquard weaving machines install^ in 1984 
in the textile division are functioning 
smoothly Having received endorsement to 
enchance the licensed capacity of polyester 
yarn division from 10,0(X) tonnes to 25,125 
tonnes per annum, the company unplemented 
this m the third quarter of 1985 
In March 1985, the company commissioned 
Its polyester staple fibre plants at Fatalganga 
m Maharashtra with a licensed capacity of 
45,0(X) tonnes per annum in technical col 
laboration with E I Du Pont De Nemours 
and Company, USA, in a record time of less 
than 14 months from the date of issue of 
the letter of intent The company’s plants, 
according to the directors, are basically 
designed to use solely PTA as a raw matenal 


from the beginning for producing better 
quality products The benefits arising from 
this project will be reflected from the cur 
rent year onwards 

Reliance has once again shown impressive 
working results enabling the board to further 
step up dividend by 10 point; to 50 per cent 
on the enlarged capital Gross profit has 
gone up from previous year’s Rs 95 28 crore 
to Rs 108 80 crore following mcrease in 
turnover from Rs 604 27 crore to Rs 711 35 
crore These figures show a slight decline in 
margins Although depreciabon has taken 
away more, there is again no tax babibty and 
net profit is Rs 7134 crore compart to 
Rs 6110 crore of 1984 The recommended 
enhanced dividend is covered 2 83 times by 
earnings 

In order to finance a part of the capital 
expenditure for the enhancement of licensed 
capacity for the manufacture of polyester 
filament yarn and for the esMblishment of 
new undertakings to manufacture polyester 
staple fibre and PTA at Paulganga as also 
to augment the long term resources for 
working capital requirements, the company 
issued 15 per cent secured redeemable non 
convertible debentures of Rs 100 each at par 
aggregating Rs 270 crore to the company’s 
shareholders, debentureholders and fixed 
depositors The debenture issue evoked 
unprecedented response both from resident 
and non resident investors, with the overall 
subscription exceeding Rs 399 crore 
establishing yet another corporate record 

DUPHAR INTbRFRAN has shown good 
working results for 1985 with increases in 
sales and profits Sales have risen from 
previous year’s Rs 1297 crore to Rs 15 05 
core and gross profit has gone up from 
Rs 1 31 crore to Rs 1 57 crore, reflecting a 
small increase in profit margins as well Net 
profit IS Rs 67 lakh compared to Rs 44 lakh 
of 1984 Dividend has been raised by two 
points to 16 per cent and is covered 3 01 
times by earnings as against 2 31 times 
previously The profit would have been 
higher but for increased liability on account 
of payment of bonus in terms of amend¬ 
ments made to the Payment of Bonus Act, 
higher depreciation and interest charges 
Efforts are being made to achieve higher 
efficiency in working by updating produc¬ 
tion processes, broad-basing existing product 
range and continued growth 

The company has obtained registration 
for the manufacture of some of the bulk 
drugs and their formulations, subject to 
certain conditions The company has com¬ 
pleted the second phase of the Vapi project 
in Gujarat by spending Rs 69 lakh during 
the year Exports amounted to about Rs 13 
lakh as against Rs 12 lakh last y^ Con- 
sidermg various favourable factors and the 
infrastructure already availsible at Y^i, it 
has been deaded to set up a chemical plant 
there for the manufacture of some of the 
intermediates required for productiim of 
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bulk drugs. The company has applied to 
GIIC for a term loan of Rs 38 lakh to 
finance a part of the projea cost as well as 
for setting up facilities for R and D and an 
analytical laboratory. The Department of 
Science and Industrial Research has accorded 
recognition to the R and D Laboratory at 
Thane for a period of three years upto the 
end of March 1988. 

GERMAN REMEDIES has been able to 
increase its sales from previous year’s 
Rs 28.84 crore to Rs 32.02 crore in 198S 
despite the adverse impact of the Drugs 
(Price Control) Order and competitive con¬ 
ditions, but its gross profit has looked up 
only modestly from Rs 2.70 crore to Rs 2.77 
crore, reflecting decline in margins. Net pro- 
Ht has turned out to be a little lower at Rs 60 
lakh against Rs 66 lakh previously. Higher 
personnel expenses and interest on borrow¬ 
ings and depreciation have led to this out¬ 
come. The company has been able to step 
up exports from Rs 92 lakh to Rs 147 lakh. 

Production from the new fine chemical 
plant at Patalganga was higher than in the 
previous year. Better yields were obtained in 
production of various bulk chemicals, used 
mainly in the production of formulations. 


The company has plans to undertake pro¬ 
duction of several new bulk chemicals during 
1986. During the year, the company issued 
2 lakh 15 per cent nOn-convertible secured 
redeemable debentures of Rs 100 each iden¬ 
tified as series ‘A’ on private placement basis 
to UTI. The directors have dKided to repeat 
14 per cent distribufion on equity which is 
covered 1.30 times by earnings as against 
1.43 times previously. 


In the Capital Market 


Acrow India, a member of the Walchand 
Group is getting listed on the Bombay stock 
exchange through an offer for sale of equity 
shares. The offer is being made to the public 
of 2.S6 lakh shares of Rs 10 each held by 
Acrow, UK, and its nominees in Acrow India 
at a premium of Rs 20 per share for cash. 
The offer will open for subscription on 
July 7. Acrow India was incorporated in 
19M as a joint venture between Hindustan 
Construction Company of Wdchand Group 
and Acrow (Engineers),' UK, to manufacture 
and market the world famous modern 
systems of Acrow Steel framework, scaf¬ 
folding and allied equipment for the con¬ 


Thp Week’s Companies (Rs Lakh) 



Reliance Industnes 

Duphar 

German Remedies 


Latest Year 

Last Year 

Latest Year 

1 

.3 

Latest Year 

Last Year 


3112-115 

31-12-1984 

31-12-85 

31 12 84 

31-12 85 

31 12 85 

Paid-up Capital 

5741 

5198 

138 

1.18 

326 

326 

Reserves 

25371 

19441 

223 

172 

336 

314 

Borrowings 

63564 

24406 

354 

373. 

1536 

1522 

of which Ibrm borrowings 

50971 

16304 

122 

62 

529 

321 

Gross fixed assets 

73568 

53093 

662 

528 

1336 

1228 

Net fixed assets 

60680 

42628 

443 

325 

778 

852 

Investments 

3730 

17 

— 

- 

8 

7 

Current liabilities 

9940 

17141 

293 

172 

861 

921 

Current assets 

40210 

23541 

765 

530 

2274 

2225 

Stocks 

14759 

12776 

364 

183 

970 

805 

Book debts 

10941 

9172 

332 

306 

580 

680 

Net sales 

71135 

60427 

1505 

1297 

3202 

2884 

Other income 

494 

711 

33 

20 

72 

46 

Raw material costs 

22341 

16194 

787 

636 

1262 

1143 

Wages 

1926 

1783 

233 

219 

598 

491 

Interest 

2445 

2261 

73 

46 

238 

212 

Gross profit (-t-J/lossf-) 

10880 

9528 

157 

I3I 

277 

270 

Depreciation provision 

3746 

3418 

61 

45 

131 

106 

Ikx provision 

— 

— 

29 

42 

86 

98 

Net profit (-i-J/loss (-) 

7134 

6110 

67 

44 

60 

66 

Investment allowance reserve 

2280 

2915 

IS 

6 

12 

22 

Ihmsfer to reserves 

Dividend 

2279 

1573 

30 

19 

2 

• 

Amount P 

86 

78 

— 

- 

— 

— 

E 

2489 

1544 

22 

19 

46 

46 

Rate (per cent) P 

II & 15 

11 & 13 

— 

— 

— 

— 

E 

50 

40 

16 

14 

14 

14 

Cover (times) 

Ratlta (per cent) 

2.83 

3.90 

3.01 

2.31 

1.30 

1.43 

Gross profit/sales 

15.29 

15.60 

10.43 

10.10 

8.65 

9.36 

Net profit/capital employed 

22.93 

.24.80 

18.56 

1419 

9.07 

10.31 

Inventories/sdes 

20.74 

21.14 

24.18 

1411 

30.29 

27.91 

Wiges/sales 

2.71 

2.95 

13.48 

16.88 

18.68 

17.02 


struction industry. The company has also 
developed the design and manufacture of 
modern industrial storage systems and these 
are well received in the industry. It has been 
exporting its products to Middle East, 
Sri Lanka and Mauritius. The company has 
been performing well and the past flve years 
have witnessed a doubling of income from 
around Rs 423 lakh in 1981 to Rs 848 lakh 
m 198S. Net profit has increased from Rs 21 
lakh to Rs 39 lakh in the same period. 
Reserves and surplus which stood at around 
Rs 69 lakh in 1981 increased to Rs 189 lakh 
in 1985 against a paid-up share capital of 
Rs 64 lakh as at the end of June, 1985. It 
has declared handsome dividends every year 
since 1962. t-or the 8-month period ended 
February 25.1986 the company has reported 
in income of Rs 630 lakh and a profit of 
Rs 24 lakh. The transferees will be entitled to 
dividend that may be declared for 1985-86. 
The company is actively considering diver¬ 
sifying Its activities in the field of 
sophisticated construction equipment. It is 
also considering proposals for extending 
technical collaborations for setting up of 
projects abroad fur manufacture of the pre¬ 
sent range of the company’s products 
Managers lu the offer. Standard Cliartered 
Bank 


Gujarat Wedge Wire Srreena Limited will 
enter the capital market on July 21 with a 
public Issue of 3,22,600 equity shares of 
Rs 10 each for cash at par. The company has 
set up a project to manufacture Wedge Wire 
Screens, with an installed capacity of 
200 tonnes annually at Halol, district 
Panchmahal, a centrally notified backward 
area. The total project cost is Rs 2.17 crore. 
The project is being promoted jointly by 
Gujarat Industrial Investment Corporation, 
Behubor investment Limited (Jardine 
Henderson Group), Calcutta, and N Greening, 
UK. So far GllC has set up 18 projects in 
the state, joint and associate sectors in dif¬ 
ferent parts of Gujarat. 1b name a few: 
Gujarat Alkalies and Chemicals, Gujarat 
C'arbon, Gujarat Leather Industries, Gujarat 
Instruments and Gujarat Lyka Organics. 
IVelve othei projects promoted by GIIC are 
at final stages of implementation and 60 
other projects arc at various stages of 
planning and implementation. GIIC pro¬ 
poses to mobilise investment of approx¬ 
imately Rs 1,200 crore in the next few years. 
R S Bhatt, Chairman of the Gujarat Wedge 
Wire Screens, and H K Khan, Chairman of 
GIIC, told a press conference in Bombay on 
July 4 that the company would manufacture 
wedge wite screens of stainless steel, brass, 
copper and high carbon steel. Wedge wire 
screens are technically advanced and have 
number of advantages over conventional 
type of screens. Wedge wire screens are used 
in coal washeries, ore beneficiation plants, 
cement, sugar, pharmaceuticals, pulp and 
paper and petroleum and petrochemical 
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plants and affluent treatment plants. So far 
there was only one manufacturer of the.se 
screens in India. Gujarat Wedge Wire 
Screens will now be the largest manufacturer 
of these screens in the country. According 
to Bhatt and Khan, the company’s turnover 
in 1987 would be Rs 1.6 crore and net pro¬ 
fit Rs 15 lakh. By the third year of opera¬ 
tion, the turnover was expected to touch 
Rs 2.2 crore and net profit R.s 55 lakh. 

The public i.ssue i.s managed by the Mer¬ 
chant Banking Department of Bank of 
India. 

B and \ Plantations and Industries, a 
60-year old dividend-paying tea company of 
the B and A Group, is entering the capital 
market with a public issue of 4 lakh equity 
shares of Rs 10 each at a premium of Rs 6 
per share, linked to one lakh 15 per cent 
secured redeemable non-convertible deben¬ 
tures of Rs 100 each at par. Of this. Unit 
Trust of India is taking up one lakh equity 
shares and 40,000 debentures. The company 
has four tea estates located in the best tea 
producing areas of A.ssam. TWo gardens are 
in the highest yielding areas and the other 
two in the peak quality tea producing areas. 
The company produce,s over 2 million kgs 
of quality tea for the domestic as well as 
export markets. With substantial investments 
having been made in the gardens, produc¬ 
tion is expected to rise steadily in the coming 
years. Speaking to newsmen, H P Barooah, 
Chairman and Managing Director of the 
company, stated that the company’s income 
has been rising steadily. It grew from Rs 215 
lakh in 1982-83 to Rs 465 lakh for the first 
9 months ended December 1985. The com¬ 
pany paid dividends of 30 per cent for 
1983-84 and 1984-85 and has already 
declared 15 per cent interim dividend for the 
year ended March 1986. 

Managers to the issue: Hongkong Bank and 
Pam Financial Consultants. 


area eligible for Central subsidy and conces¬ 
sional finance). It will manufacture sulphuric 
add and single superphosphate with an 
installed capacity of 33,000 tonnes and 
.66,000 tonnes per annum. Dharam Coel told 
a press conference in Bombay on June 26 
that single superphosphate plant would be 
supplied by Rohit International Consultants 
and Fertipiant Engineering would provide 
the granulation plant. The process (DCDA) 
adopted by the company is more economical 
and less hazardous for the environment as 
compared to other processes. The project is 
at an advanced stage of implementation and, 
is likely to be commi.ssioned by August 1986, 
according to Dharam Goel. He also told the 
press conference that Shriniwas Fertilisers 
Limited was expected to make a profit of 
Rs 66 lakh in the first year of its operation, 
Rs 1.16croie in the second year and Rs 1.53 
crore in the third year. The issue is being 
managed by Canara Bank's Merchant 
Banking Bureau, New Delhi. Advisors to the 
Issue are Network Finance and Leasing, 
Bombay. The shares will be listed on the 
Delhi, Bombay, Ahmcdabad and Kanpur 
stock ( 'Xhanges. 

Telsiar iiilioralories is coming to the 
market with a public issue of 5.22 lakh 
equity shares of Rs 10 each at par on July 
II to raise a part of finance for its Rs 87 lakh 
project to manufacture bulk drugs and a 
wide range of pharmaceutical formulations. 


The company is about to enter this market 
with a comprehensive range including 
cardio-vascular drugs, anti-asthamatics, 
anti-inflammatories, serums, vaccines, anti- 
TB and anti-fungal products. It will also 
offer speciality ayurvedic products to cater 
to a growing demand area. These formula¬ 
tions will be offered as tablets, capsules, 
liquids, ointments and injectables. In addi¬ 
tion, a bulk drugs facility is being set up In 
Harnai in Ratnagiri district, a backward area 
in Maharashtra. For the formulations, 
Telstar has acquired existing established 
brand names and the products will be 
manufactured on a loan licence basis. Sales 
of formulations are expected to commence 
in August and bulk drugs production by 
November 1986. The company has been pro¬ 
moted by S ’Subramaniam, an expert in the 
field of pharmaceutical marketing. The 
company expects to declare a reasonable 
dividend in the first full year of operation 
and the investor will enjoy 88 cc and Wealth 
Thx benefits. Sales are expected to be Rs 3 
crore in the very first year and to grow to 
Rs 10 crore by the fourth year. Net profit 
after tax is expected to rise from Rs 11 lakh 
in the first year to R.s 9eTakh in the fourth 
year. 

Managers to the Issue: Grindlays Bank 
and Bank of Maharashtra. 

Advisors to the Issue: Narasing Financial 
Services. 
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Shriniwas Fertiliser will enter the capital 
market with a public issue of 12,20,000 
equity shares of Rs 10 each for cash at par 
to finance its fertiliser project, involving a 
capital outlay of Rs 7.29 crore. The issue 
opens for non-resident Indians on July 4, 
and for the Indian public on July 14. 
4,80,000 equity shares are reserved for 
preferential allotment to non-resident 
Indians and persons of Indian origin 
residing abroad, with repatriation rights. 
According to Dharam Goel, director of the 
company, project costs would be financed 
by equity share capital of Rs 2.50 crore, 
central subsidy of Rs IS lakh and term loans 
of Rs 4.64 crore. Out of the equity capital, 
promoters and their associates would 
subscribe to Rs 1.28 crore with the balance 
122 lakh shares being offered for public 
subscription. The project is coming up at 
Vill in Jhans, (a centrally notified backward 
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Can researchers understand organizational culture by analysing messages, meanings and 
symbols? The interpretive approach is an exciting and fruitful new way of looking at 
communication within and between organizations, resting on the belief that individuals 
play a critical role in shaping environmental realities because they act and interpret their 
interactions with free will 

It makes a magnificent contribution to the study of organizational communication. 
The papers, together, take the reader from troubling philosophical questions that have 
eroded the self-confidence and productivity of organizational theorists and researchers 
to the near prototypical communication cases that Weick calls for in the first chapter. The 
collection is exiciting and would seem to propel oiganizational communication toward 
a theory/rese ch renaissance.' —Educational Administration Quarterly 
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NEW DELHI 

The Aid-lndia Charade 

BM 


THE total quantum of World Bank and 
country credits which have been pledged at 
the meeting of the so-called Aid-lndia Con¬ 
sortium at Paris this year is 4.S billion 
dollars. At this'^evel, the credits offered are 
roughly equal in real terms to those pledged 
for the year 1983-86. The pledge at con¬ 
sortium meeting has to be followed up as 
usual by negotiations with the members of 
the consortium, including the World Bank, 
on the break-up of the credit lines, bilateral 
and multilateral, for financing agreed pro¬ 
jects and programmes. This is an elaborate, 
painstaking and prolonged exercise which 
provides opportunities for the aid-givers to 
lay down rules and conditions for the utilisa¬ 
tion of their credits. 

The share of the direct World Bank credit 
in the total so-called aid pledge is $ 2.4 
billion. The IDA concessional loan has been 
reduced to S 600 million. IDA loans to India 
have been in the process of being phased out 
since 1980 when India received IDA loan.s, 
the only truly concessional credits for 
development, of the older of S I..5 billion 
or nearly 80 per cent of the total World Bank 
credits. The proportion has now been turned 
upside down. 

World Bank loans as well as bilateral 
credits have in recent years undergone 
dramatic changes as to their terms and 
purposes. The position has indeed become 
such that the consortium arrangement for 
facilitating development assistance to India 
has ceased to be meaningful. The fact is that 
the consortium is being maintained pri¬ 
marily to reinforce what has come to be 
called policy-linked lending in contrast to 
what may be regarded as development aid. 

According to the World Bank's own 
assessment, India would have to raise com¬ 
mercial loans in a big way during the Seventh 
Plan period. The interest charges in the case 
of commercial loans are, of course, not any 
higher than what. World Bank credits carry. 
World Bank loans, however, have a much 
longer maturity period. The fact to be 
reckoned with in this context is that the 
World Bank as well as country credits no 
longer qualify as development aid. The aid 
content and characteristics of these credits 
has been steadily extinguished. If bilateral 
credits have frankly assumed the charac¬ 
teristics of export cr^its, Wbrid Bank credits 
are designed to perform the same function 
in a multilateral, global framework. The 
utilisation of credits as export promotion 
instruments for those extending the credits 
may, of course, appear to be a normal com¬ 
mercial practice;. But in the case of multi¬ 
lateral credits, new and iaiger dimei»ions 


have been added to the conventional, com¬ 
mercial criteria for their utilisation. 

The international financial iiutitutions no 
longer consider it necessary to hide the 
essential purpose of thnr credit operations 
and management. Their larger policy- 
orientation is being made more and more 
explicit. A ‘special report’ of the World Bank 
on ‘sector adjustment lending’ makes 
interesting and instructive reading in this 
context. It deserves to be quoted. According 
to the report, since the late 1970s, the World 
Bank has been “adapting and expanding its 
economic policy and lending instruments. 
The Bank offers a wide spectrum of lending 
instruments that help promote policy 
change’ The aim of World Bank lending has 
been specified as promotion of “an open and 
competitive trade policy, usually by improv¬ 
ing the incentives for export production and 
reduc ing tariffs and restrictions on imports’’ 
In addition, they aie aimed at “fiscal policy 
changes and changes in public sector invest¬ 
ment and restructuring of public sector 
entities”. To be cllective, the policy-linked 
credits of the World Bank have been 
developed “in conjunction with an IMF 
stand-by or extended fund facility”. This 
means that the relatively long-term lending 
by the World Bank and the shorter-term 
balance of payments support by the IMF are 
managed in close concert and leave very little 
room for manoeuvre by the recipients of 
World Bank-IMF credits. The World Bank- 
IMF combine, the special report frankly 
states, requires “full and sustained political 
support of the government” as well as 
necessary “administrative capacity” of the 
countries receiving credits for carrying out 
policy reforms as well as implementation of 
specific projects to which their lending is 
linked. 

Another highly revealing claim, in this 
context, has been made by an official UK 
IVeasury publication. According to it, the 
IMF and Woild Bank are playing a big role 
in reducing the role of the State in economic 
activity and extending privatisation cf public 
enterprise in the developing countries and 
not only World Bank and IMF credits but 
also IDA funds are being used for this and 
similar adjustment purposes. It is in this 
light that the changed role of the Aid-lndia 
Consortium and the credit lines of its 
members to India need to be examined and 
their Impact on adjustments in official 
economic and social policy in recent years 
needs to be watched. The UK publication 
tdso makes the claim that the effort towards 
privatisation of economic activity in UK has 


turned out to be of a pioneering and (lath- 
breaking nature. 

The arihual meeting of the Aid-lndia 
Consoritum pledges credits after considering 
a World Bank report on the state of the 
Indian economy as well as explanations of 
the Indian ofHcial delegation to the satisfac¬ 
tion of the members of the consortium. 
There has been remarkable cordiality and 
rapport between the Indian and the consor¬ 
tium sides in recent years. The reports of the 
World Bank are known to be drawn up after 
close consultations with Indian political 
and administrative authorities and they, 
therefore, usually give advance signals of 
policy adjustments and changes that may be 
in the offing. There was, however, this year 
a relapse into a measure of tension between 
Indian aid diplomacy and the World Bank 
inspectors. The report of the World Bank for 
the meeting of the Aid-lndia Consortium 
this year, while it is full of compliments for 
the Indian responses to the terms and aims 
oi World Bank credits, calls for further and 
more vigorous policy adjustments. It makes 
a case for raising more commercial credits 
by India even a^ it notes that the debt service 
habiliiY of India would cioss the safe level 
of 20 per cent and by 1989-90 swell to over 
26 per cent of its foreign exchange earnings. 
1 he World Bank report also frowns upon 
moves to enlaige the scope and scale of pro¬ 
curement operations in the case of farm pro¬ 
ducts and of the public distribution system. 
It calls lor further and more comprehensive 
relaxation of economic controls and greater 
reliance on market forces for determination 
of the investment and consumption patterns. 

The World Bank pressure for further 
policy adjustments and changes within the 
broad framework and piinciples of the 
libeialisaiion of the economy which the 
government has already opted for is bound 
soinctimev to hurt. The government of such 
a big country as India should not, after all, 
be treated as a wholly helpless client govern¬ 
ment which must submit to bra/en dictation 
At least. It must not appear to public that 
such IS the case. This is consideted politically 
unacceptable The fact indeed is that the 
government likes veiy much to pretend that 
It takes independent decisions on its own 
volition rather than under any prcssuie (lom 
any quarter, domestic or foreign. Phis claim 
does not always stand up to even cursory 
security. But government spokesmen are very 
sensitive on this score 

The meeting of the Aid-lndia Consortium 
this year was, therefore, preceded by con¬ 
siderable perturbation among India’s aid 
deplomats. The Finance Minister publicly 
stated in a fdrmal press interview that 
the government would not submit to anv 
pressure from aid-givers and that, in par¬ 
ticular, if the concessional component of the 
aid pledged at Pans was reduced, the govern¬ 
ment would respond by modifying the 
i.-nport-liberalisation policy which the World 
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Bank favours and put restrictions on 

tmpocu TYvis was obv\ous\y meant to be 
same kind ot a icountcr presiure' on the part 
of India on the Aid India C ontortium and 
Us manager, the World Bank 
When, however, the Indian delegation 
returned from Pans u could not bide the fact 
that It did not achieve the desired results in 
respect of IDA credits which are the most 
preferred concessional credits and the ceiling 
of $ 600 million of IDA aid remained 
unchanged, which should have been an¬ 
ticipated The Indian side had no option 
then but to leconcile itself to this outcome 
The brave talk about modifying the import 
liberalisation policy has since become 
muted But it is being now hotly argued b> 
high Finance Ministry officials responsible 
for aid the negotiations that even if they 
could not secure larger IDA credits, they had 
still managed to get more concessional 
bilateral aid from the consortium countries 
The generosity of Japan and Western 
Germany is especially being applauded 
However, a scrutiny of the aid pledges, 
multilateral and bilateral, shows that there 
has been no noticeable increase in either 
quantum or the concessional quality of the 
credits offered The increase of Japanese and 
West German credits is illusory and merely 
reflects exchange rate adjustments of their 
currencies in relation to the US dollar In 


terms of SDRs, the iaerease m hual aid 
pledged at Pans is less than 3 per cefif over 
that pledged for 1985-86 

To pio\e the point that credits offered 
this year are on terms more concessional 
than last year, in spite of the cut in IDA 
aid, it has also been argued that most of the 
country credits have become essentially 
giants But, when questioned, it has to be 
admitted that most of the bilateral credits 
are now also tied credits, which was not the 
case earlier, tied that is to purchases from 
the country or countries which give these 
credits This makes their merely export- 
promotion credits and not aid The conten 
tion that the the Indian side has evolved such 
dexterity in aid negotiations that it is able 
to minimise the cost of such credits in the 
form of grants can hardly carry conviction 
Ihe experience of importing goods and 
services against tied credits offered as grants 
IS becoming too glaring to be ignored These 
imports are tending not only to be at prices 
which bear no relationship to those in the 
global market but are also competitive to 
production capacities within the country 
Sometimes these credits arc tied to wholly 
wasteful imports, especially in the case of 
infrastructural projects, m particular, power 
generation projects Even imports to defense 
and stra'egic needs can be seen many times 
to be of very doubtful utility 


BIHAR 

Arwal Massacre: Part of Government Plan 

Nilanjan Dutta 


IT IS not vet known whether the Arwal 
massacre on April 19 itself was 
piemeditated But it forms part of a long 
chain of repression torged by the admmistra 
non at a very high level to tackle the gtowing 
peasant movements in Bihar A secret report 
by the Director General of Police to the 
Home Department submitted in the last 
week of April, bears this out most clearly 
The report, entitled “Fxnemtst and ‘Sena’ 
Activities in Bihar", is divided into two parts 
(1) the Problem, and (2) Measures to Solve 
the Problem .I^t us examine the report 
closely to find out what the state machinery 
has in mind 

At the very beginning, one is struck by the 
manner in which the terms ‘extremists’ and 
‘Senas’ are presented—while the former is 
used in a straightforward way, the latter is 
preceded by the prefix ‘so called’ Again, 
whife a table giving the “year wise figures 
ot crimes committed by extremists” between 
1981 and 1985 is included, there is no such 
data for the doings of the Senas 

I he Senas, o’- caste-based private armies 
organised bv the landlords of Bihar to keep 
the agricultural labourers and poor peasants 
under their boots, have earned a lot of fame 
for butchering people, setting Harijan tolas 
on fire, raping and molcstii i men, etc 
But the report charts their dcs u n* m 
a peculiar wav “The ideas emci ih,. 


extremist groups organising the militant 
youths of landless iabouiers, mostly Han 
jans, into some sort of a ‘1 al Sena' tor 
organising violent activities against their 
supposed exploiteis Ihe other ‘Senas' 
emerged in response to the violent activities 
by extremist souths, as some sort of self 
defence groups" 

According to the report, the activities of 
the ‘extiemists’ and the Senas are localised 
mainly in five districts of central Bihar, m, 
Patna, Nalanda, Gaya, Aurangabad and 
Bhojpur Since the D G of Police, with his 
profound scholarship, has tound that this 
zone IS “relatively better oft economically 
than the Adivasi belt in South Bihar and 
over-populated areas of North Bihar", he 
dismisses the ideas that the conflicts in this 
belt have their roots in the people’s poverty 
The situation “has to be viewed primarily 
as a law and order problem and dealt with 
as such” The report criticises the iaw-and 
order machinery for us failure to fight out 
‘Naxalites’ and stresses that “the very 
emergence of caste 'Senas’ as self-defence 
groups IS an indication of abdication of 
effective role performance by police” 

The report concludes that “once the terror 
potential ot extremists t$ eliminated, the 
various so-called ‘Senas’, which started 
basically as self-defence groups, would 
become irrelevant With restoration of sense 


of security m the affected areas and ponme 
policing of the area, the ‘Senas’ will lose 
their mso/t d'etre” 

The motive of the administration is clear 
There remains no shadow of doubt that it 
seeks to safeguard the interests of the 
landlords and rich peasants, particularly the 
neo rich middle castes From what other 
point of view could the central zone of Bihar 
he seen as “economically better off’’ 
Whose, other than these sections’, 'self 
defence’ could it be that the Senas are 
engaged in, and whose ‘sense of security’ are 
the police being exhorted to restore by con¬ 
taining the ‘extremists"’ 

The strategy that emerges from the report 
cannot be dismissed as the bramwave of the 
D G of Police The Bihar government has 
been trying its best to flush out the 
organisers of the peasant movements from 
the state Since early 1985, a massive state 
sponsored terror campaign, dubbed as 
‘Operation Black Panther, has been gomg on 
in Bihar A ‘Task Force’ has been raised to 
spearhead the operation The first phase of 
this campaign ended officially in l5ecember 
last In March, a meeting was held in Patna 
to review the situation, in which the Chief 
Minister, the D G of Police and some other 
state officials as well as Arun Nehru 
the Union Minister ot State for Internal 
Security, and ‘king’ Mahcndra Singh, the 
Congress(l) "VIP and chief of Bhumi Sena, 
were piesent In that niceling a plan was 
drawn up to start the second phase with 
greater vigour Immediately after that the 
Bihar Chief Minister announced at i pubiiL 
meeting at Paligunge, Patna, that the 
‘Naxalites would soon be vNijitd out 
The report ot the D (i ol Police, mentioned 
above, delineates the major steps taken 
already in preparing tor the second phase 
(1) The districts and Ihe areas attested bv 
extremist violence and Sena actisities have 
been cleatly idemitied foi intensive and 
effective pevhcitig Jahonabad subdivision 
of Gdv 1 district which is the worst aflected 
area, has been upgraded imo a police district 
under a Superimcndcni of Police with effect 
from 1st of April 1986 m order to devi with 
the problem very elfectively 

(2) Since the evirennsis ire bs n iw 
quite well armed policemen arc being 
motisaied not to she assay from en 
counters 

(5) Adequate togislic support m the shape 
of transport and wireless communication is 
being piovided to all police stations m the 
affected districts Towards this end ihe state 
government has recendy vanctioned the pur 
chase ol 140 vehicles and wireless equipment 
worth Rs 58 lakh 

(6) Efforts are m progress to impart special 
commando type training to selected gioups 
ol our armed Battalions who can he dcploycxl 
to carry out raids in extremist hide outs 
These selected groups, after completing short 
training courses, will be specially deployed 
in the extremist affected areas 

The Jahanabad subdivision had become 
very important in the eyes of the state since 
the organisers of the peasant movement in 
this region were successful in driving out the 
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notorious Bhuini Sena, a private army of the 
Kurmi landloids, early this year It set an 
example for the whole of Bihar The ‘sense 
of security* of the rural rich of every taste 
was in peril and had to be re-established by 
the state Accordingly, it was thosen as the 
‘test-site’ for the new strategy of repression 
Let us follow the sequente of events leading 
up to the Arwal massacre 

The retreat of the Bhumi Sena did not 
stop the Bramharshi Sena (of Bhumihar 
landlords) and the loiik Sena (of Jadav 
landlords) from creating a reign of terror, 
taking the situation as an opportunity to 
establish their dominance I hese two Senas 
have often been acting hand in hand I he 
Majdoor Kisan Sangram Samitv (VIKSS) 
took up a month long piogrammc of mass 
mobilisations against these Senas and in 
support of their outstanding demands from 
Match ^ to April ^ Mammoth rallies and 
public meetings were held, w hich continued 
despite the initial attacks by the Senas and 
the local police This would have been 
sufficient to scare the Senas away, had not 
the state inachincty come to their rc'cue I he 
whole administiatiun was overhauled and 
made repression oriented Vvas, the formei 
SDO who had refused to co opeiatc with 
I he Senas was tianslcried Another oft icet 
look his place Veei Naravanan, formei SP 
of Rohtas. joined as the DSP of lahanabad 
but was later removed *0 Vaishali as he also 
had stiained relations with the Senas In an 
unprecedented act of administrative shake 
up ihe Jahanabad subdivision was declared 
a ‘Police District' on April I The former SP 
Madhusudan Nayar, had to go On April 16, 
thicc days before the Arwal incident, 
Kaswan a former BMP commandant and 
a Bhumihar by caste, was appointed SP, the 
supreme administrator of the new police 
distiict 

That the people were not lying low was 
proved by the fact that despite all these 
developments, on April 11, 5,(X)0 people 
raided the house of Ramanand Jadav, a 
notorious dacoit involved in 54 rape and 
murder cases and an associate of the Lorik 
Sena, at Kinjar to catry out an ultimatum 
served a month ago They sci/ed his land and 
property Alter this things moved last On 
April 12, tour Muslim bidi workers, who 
vere returning from a mass meeting of the 
MKSS at kansara were ambushed by the 
I orik Sena and killed at Aminabad market 
at night (the meeting had also been tired 
upon) On April 13, the lorik Sena attacked 
a house at Jinpura and shot dead six sleeping 
persons Four of them. Ram Janam Mahato, 
Rampravesh Mahato, Baldev Mahato and 
another person, were stated to be MKSS 
aettvists The other two were children A lew 
davs later occurred the mass killing at Arwal 

A more recent development strengthens 
the suspicion of many people that the 
massacre was the result of a conspiracy 
at the top level S C Jha. SP (CID), alter en 
quinng into the incident, wrote a secret letter 


to the DO of Police and the Home Secretary 
on May 5, alleging that “Mr Ramashraya 
Prasad Singh, Bihai Minister, Mr Mahendia 
Prasad, MP (Rajva Sabha), Mr Jagdish 
Sharma and Mr Ram Jatan Sinha, both 
Congressfl) MI As, and another CPI Ml A. 
Mr R P Singh, had been encouraging caste 

ASSAM 


ONE of the banners of the United Reserva¬ 
tion Movement Council of Assam (URMCA) 
screams “No Gujarat in Assam'” The 
banner is symptomatic of the social and 
jxilitical foices that the URMCA represents 
“The URMCA is certainly not going to 
allow the Gujarat syndrome to be repeated 
in Assam” said Ranoj Pegu, the articulate, 
young, chief convenor of the URMCA, 
speaking about the genesis of URMC A, its 
perspectives on the problems of the tnbals, 
minorities and backward classes of Assam 
Pegu IS also the Secretary of the All Assam 
Fribal Students Union (AATSU), which is 
one of the constituents of the URMCA 
AATSU was formed in 1978, when voices 
were raised within AASU for the scrapping 
of reservations on the basis of caste and tribe 
and demanded reset vations on the basis of 
economic criteria Besides, there was a 
demand for the abolition of the tribal belts 
and the imposition of Assamese language 
as the sole language of instruction It was 
at this point that many tribal students, who 
fundamentally wcie opposed to this anti 
tribal bias of AASU, moved out to form the 
AATSU in 1979 

Since ihe formaiion of the AATSU, several 
attempts were made to focus on the pro 
blems of tribal people of Assam 1 he leaders 
of the AATSU also met the Home Minister, 
S B Chavan, in a bid to impress upon him 
the need to solve the problems of the various 
nationality groups in Assam IWo clauses of 
the Assam Accord were particularly un 
acceptable to the AAISU Clause 6 of the 
Accord talks about constitutional safeguards 
for Assamese language and culture, but 
nowhere is there a defintion of what 
Assamese culture is Are the various tribal 
languages of Assam to be considered 
Assamese’’ Clause 10 of the Accord states 
that all encroachments within the tnbal bells 
and blocs will be removed Once again the 
clause does not specify whether tribal 
‘encroachers' will also be cwicted The irony 
IS that most of the ‘encroachments in the 
tribal belts and blocs are by the tnbals 
themselves since most of them have no 
permanent pattas to their lands At the third 
general confcience of the AAfSU a unam 
mous resolution was passed that the ‘caste 
Hindu ruling clique’ had consolidated us 
forces in the form of the AGP 

The immediate provocation for the pro- 


leuds and violence in the Patna Jahanabad 
Gaya belt for their political interests” Ihe 
officer was immediately transferred, and on 
May 26 served with a showcause notice by 
the government The next day, he was 
superceded bv a junior officer by a govern 
incnt ordei 


leservation stu and the tormauon of URMCA 
was the statement of the Chief Minister, 
Prafulla Mahanta, on January 16 in Now- 
gong that hencefoith leciuitments to jobs 
would be made on the basis of merit, and 
that quota seats in the medical colleges 
would be abolished Immediately the 
AATSU issued a statement saying that if 
reservations were going to be abolished, they 
would be forced to launch an agitation The 
Chief Minister denied iliat he had made such 
a statement 

C lose on the heels of the Chief Minister’s 
statement came another missile This time 
It was from the Dibrugarh University On 
January 18 the Dibrugarh University 
t xecutive Council met and decided to take 
disciplinary action against eight students of 
the University lor issuing a leaflet before the 
December elections in favour of reservations 
1 he leaflet, biought out under the name of 
the Dibrugarh University Unit of the 
Reservation Protection Demand Committee, 
made a passionate plea for equal rights for 
the scheduled castes, tribes, other backward 
classes and minorities It deplored the upper- 
caste Hindu hegemony in the different w^ks 
of life in Assam and stated that it was time 
that these sections who were chiefly respon¬ 
sible for the greening of Assam, be reinstated 
as the true bhumiputro (sons of the soil) of 
Assam 

Ihe attempt to debar the eight students 
from appearing for their examinations 
prompted the students to go to court and 
get a stay order which permitted them to 
appiear tor their examinations, though their 
results would be withheld till the matter was 
resolved But this action of the University 
authorities snowballed into a massive stir lor 
reservations On January 24, icpresentativcs 
of 27 organisations met and formed the 
URMCA with an II point chatter of 
demands The crux of these demands is the 
continuance and extension of reservations 
for the tnbals and backward and depressed 
castes of Assam 

Assam is the onlv si ite in India w here the 
tea and cx tea garden castes and ti ibes the 
Jharkhaiidis (who were originally biought 
as indentured labour from south Bihar lor 
the tea gaicicns) are not scheduled They 
wcic scheduleo till 19^0 when they wtie 
deschedulc’d on the giounds that scheduling 
them would affect the sikio political balance 
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in the state The URMCA is firmly com¬ 
mitted to the scheduling of the tea and ex-tea 
garden people 

The provision for reservations for the 
indigenous tnbals of Assam has been scut 
tied by the invidious distinction that has 
been made between the plains tnbals and the 
hills tnbals Thus the Garos, the Karbis, the 
Hajongs, the Dimasas, the Monlai speaking 
peoples, the Stngphos, the Hinars, the 
Nagas, etc, essentially hill tnbals, lose their 
scheduled status once they come down to the 
plains And the Bodos, the Lalungs, the 
Mech-Kachans, etc, who are plains tnbals 
lose their scheduled status if they go to the 
hills With this bureaucratic sleight-of hand, 
most of the indigenous tribal people of 
Assam have been depnved ot reservations 
and, consequently, of education and some 
occupational mobility and divcrsitication 
The abolition of this distinction is one of 
the demands of the URMCA Similarly, 
Nepali tribes like the Limbu, Rai, Gurung 
and I,ama, whose migration goes back to 
1826 when they came as soldiers, and who 
had been considered ‘foreigners’ by the 
Assam agitationists, should be designated as 
CT, similar to their recognition in West 
Bengal and Sikkim So also the castes of 
Damai, Kami, Bhujel, and barki are to be 
designated as Sr 

Besides, resersation should be extended to 
post graduate education in all the Univer 
sines of Assam, also to C entral goseinmeni 
and semi government undeitakiiigs like 
banks, IIC ONOC Railssavs etc Ihc 
back-log in jobs reserved toi SCs and Sfs 
should also be filled immediately 

A demand has also been nilidc tor the 
implementation of the Mandal C omniission 
recommendations But the most significant 
demand is lor a census to determine the 
cast>*, communitv, and tribal composition oi 
the population of Assam, so as to provide 
reservations on a lair basis to all (hose who 
deserve it 

The URMCA is alieady well launched 
into a tairl) significant mass movement 
which will most certainly affect the present 
balance of social and political foices in the 
state The call for “Dibrugarh Chalo given 
by the URMC A to protest against the arbi 
trary action of the University against the 
eight Students fed to the arrest of 1,000 
URMCA activists on May 12 More omi 
nous was the gunning down of Saurab Bora 
(President of the Indian Students Associa 
tion, one of the constituents of the URMCA) 
at the Dtbiugarh Umveisitv campus in May 
this year There have been massise protests 
and demands for a judicial enquiry into his 
murder Bora has been declared as the Inst 
martyr ot the reservation movement 
Apart from the icsetvation issue, a circular 
of the Secondary Boaid ot ( ducation of 
Assam, making the study ot Assamese 
compulsoiy in all non Assamese schools, has 
roused the sentiments of the linguistic 
minorities This time it is not only the 
Bengali speaking people of the Barak Valley 
who oppose this move but also the Bodos, 
who are the real autochthones of Assam 


The Census operations of Assam is 
another thorny issue which symbolises the 
complex intermeshing of ethnic and lingui¬ 
stic and class contradictions that Assamese 
society IS While the AGP government is 
reluctant to go through with the Census (the 
last Census m Assam was in 1971) due to 
apprehensions that the minorities may 
reverse their earlier stand and refuse to 
return Assamese as their mothei tongue; the 
United Minorities Front leader Gholam 
Usmani, has been demanding a full Census 
operation in the state to "establish once and 
for all that Assam is a mull, lingual state’ 
Ihc United Tribal Nationalist ’ liberation 

KERALA 


A SNAKF farm in Papptnissery near 
Cannanore in north Kerala, where some of 
the most poisonous reptiles are bred, is todav 
the venue lor the last round of the political 
battle over the rebels in the state CPI(M) 
M V Raghavan, the Kerala C P1(M) leader 
recently expelled from the party, has refused 
to return eontrol of this snake farm, an 
Ayurvedic tuatmctit centre some co 
operatives and the modern AKO Memorial 
Hospital 1 iht paits s nominees Ihs’ rebel 
group ictaiii soiTipkic control of these 
establishments Rumouis are rife that plans 
tor the launching ol a parallel organisation 
ai the nation il Uvit aic being drawn up here 

I or the lust time m 22 sears a disciplinary 
action in the C Pl(\1) has raised the pos 
sibility ot a spill in the parly But there is 
not enough enthusiasm among party cadres 
to offer open support to Raghavan Though 
six party legislators had endorsed the alter 
native political document advocating 
alliance with communal parties not one ot 
them caied to exchange normal greetings, 
even a smile when Raghavan, once the de 
facto leader of the legislature party, came 
to attend the first day of the current session 
Raghavan came to the assembly atone and 
he sat ail alone, with every one of his former 
comrades scrupulously avoiding looking at 
him, he walked out in protest against the 
establishing of a predgree board alone, he 
had his lunch alone at the canteen and went 
to his hostel room alone in a cab in the 
evening 

This IS w hat alw'ays happens to any leader 
of the CPI(M) thrown out ot the party It 
was the same story with Chaihunni Master 
and K P R Copalan, leaders even more 
senior than M V Raghavan Raghavan says 
that the party leadership has taken action 
even against party members who ottered him 
food A local committee was disbanded tot 
serving him lunch 

It IS on this lovaliv ot the rank and 
tile that the CPI(M) leadership is relying 
The theme ot all recent speeches ot 
L M S Nainboodiripad to party workers has 
been that ‘no leader is greater than the party' 
and Raghavan s mistake was that he con¬ 
sidered himself above the party When asted 


Front (UTNLF) is demanding a separate 
"tribal land" for the plains tribal people in 
Kokrajhar, GoaJpara and Nowgong dlstncts 
m lower Assam A significant section of the 
Bodos support such a demand 
Meanwhile, implementation of Clause 10 
ot the Assam Accord began when the state 
forest officials launched a massive drive to 
evict the Bodo tnbals from the Bogajuli 
unciassed forests in the Ikmulpur area of the 
Nalbai i district 600 mud huts of the tnbals 
were demolished by two elephants and the 
police on March II This was the sixth time 
that these people had been evicted from their 
lands and homes 


to hand over control of (he snake farm and 
other establishments while under suspen 
Sion, Raghavan wanted lo know what his 
position was to be in the party 

No one takes seriously the suggestion that 
pcisonal vindictiveness was behind the 
strong action against Raghavan (and the 
unusual procedure oi public discussion 
about Raghavan s errois in the party’s 
ofticial organs like ( hiniha weekly I or the 
part) leadership it was essential to prove to 
the tank iiui tile that rt meant business in 
Its policy ot having no alliance with the torn 
inunal parties It is possible that a majontv 
ol the rank and file did favour am alliance 
as le ug as it biought down the Congress(I) 
govcinment And it the CPl(M) gave the 
green signal just now, the present govern 
mem could be brought down in a matter ol 
days Except perhaps the Muslim League, no 
party is happy within the ruling coalition led 
by Congress(l) Whenever any political crisis 
has erupted, one faaion or the other has 
been in touch with CPI{M) leaders for a 
deal Even the Muslim league was game for 
a different coalition it onlv the CPI(M) 
would soften its stand on the Muslim 
personal law issue Within the Congress(l) 
some members of the tormer Antony group 
were considering a deal with the CPI(M) 
when the Home portfolio was taken away 
from Vayalar Ravi Never in the recent past 
have CPI(M) party workers seen power so 
near and the leadership refusing to exploit 
the opportunities Given a free vote, the 
political line ot M V Raghavan to bring 
down the Congress(I) government at any 
cost might have received majority support 
in the party After all, Raghavan has been 
using the same (Erases which Namboodinpiad 
was using in the late t960s To defeat the 
Congress he was then willing to align with 
the devil While the party leadership changed 
Its position, Raghavan lematned loyal to his 
early lessons 

The decision of the CPI(M) leadership to 
make a break with communal alliances has 
already changed the power equations within 
the ruling alliance Neither Kerala Congress 
nor the Muslim League nor any other com 
munal group is today in a position to dictate 
terms to the Congres$(I), as was the standard 
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'practice three yean ago. 

The begintnng of the present develop¬ 
ments in the CPI(M) can be traced to the 
controversy on the Muslim personal Uh 
early last year, long before the enactment of 
the recent amendment of Section 125 of the 
IPC At that time E M S Namboodiripad 
had been campaigning alone in Kerala for 
protecting the rights of Muslim women For 
many Marxist workers in north Malabar 
waging regular street battles with the RSS, 
Namboodinpad’s anti-Shanat speeches 
amounted to foreclosing the possibility of 

PRICES 


DURING the first two months of 1986-87, 
the wholesale price index moved up by 2 8 
per cent as compared with a somewhat lower 
increase of 2 4 per cent each in 1985 86 and 
in 1984 85 Wage good commodities rose by 
5 5 per cent in 1986 87 as compared to 4 per 
cent last year and contributed 76 per cent 
to the increase of 2 8 per cent in general pnee 
level Fdible oils and oilseeds seemed to be 
the trend setters 

The price index which lecorded a rise of 
onlv 0 9 per cent in the four weeks of April 
1986 suddcnl> gathered momentum and 
jumped up by another 1 9 per cent in the 
next four weeks Though the prebudget 
upward levision in administered prices of a 
number of commodities had played an im 
poitant part this is not the only reason for 
the build up ot inflationary pressures 
Cereals and pulses recorded a fall in their 
prices, but other wage good commodities, 
MZ fruits and vegetables, sugar, khandsari 
and gur and edible oils flared up consequent 
to the low production during the season (see 
Table) T he industrial raw materials group 
which recorded a tall ot 0 5 per cent in the 
corresponding period of last year rose 
siibsuiiiially by 2 2 per cent this year mainly 
due to an appreciable increase of II1 per 
cent in oilseeds prices The production of 
oilseeds, especially groundnuts, was low due 
to drought in the main producing areas 

During the conventional busy season 
((Xtober 1985 April 1986) Wholesale prices 
recorded a smaller rise ot 0 6 per cent as 
against a larger increase of 2 5 per cent in 
the last season Administered prices contri¬ 
buted as much as 135 per cent to the rise in 
general price level and were responsible for 
the uptrend Coal mimng, fertilisers and 
mineral oils moved up, respectively, by 13 2 
per cent, 101 per cent and 2 6 per cent in 
January 1986* Electricity prices showed a 
rise of 9 5 per cent during the period (see 
Table) But for the seasonal decline of I per 
cent in wage goods commodities as a group, 
the rise in the general pnee level might have 
been much more Here again the easing of 
the pressure emanated from two important 
groups, viz, pulses and sugar Commodity 
wise, nee declined by 2 per cent consequent 
upon the bumper production Sigmflcantly, 
however, wheat pnees in the open market 


any aitiance with the League This also led 
to the reunion of the two Muslim Leagues 
But theCPI(M) leadership consistently took 
the position that the Muslim League leaders 
are not the sole representatives of Muslim 
opinion and av such any tight for the right 
of Muslim women would ultimately earn 
more committed support for the paity 
among progressive Muslims 
Events in the last few months have proved 
that the CPI(M) party leadership was not 
wrong It could be equdly nght in the action 
It has taken against Roghavan 


during the rabi seasons were higher than the 
support prices tor the first time in the last 
three years The index for wheat went up by 
0 4 per cent during the busy season 1985 86 
in contrast to a fall of 0 7 per cent in the 
last busy season Coarse grains moved up 
by 7 1 per cent during the period mamly due 
to low production following drought in the 
main producing areas In the result, cereal 
prices recorded a marginal rise of 0 5 per 
cent in contrast to a decline of about 7 per 
cent in 1983 84 season Prices of pulses 
recorded a substantial fell of 15 5 per cent 
during the I98S 86 season A marginal 
increase in production seems to have had a 
greater impact on prices Prices of fruits and 
vegetables were higher by 113 per cent 
compared with 8 per cent during the 1984 85 
busy season mainly due to a flare up in 
prices of potatoes (56 8 per cent) and 


bananas (24 3 per cent) However onion 
prices recorded a decline of 45 9 per cent in 
this season 

Substantial decline in raw cotton (15 9 per 
cent) and raw jute (5 per cent) brought down 
the prices of fibres by 11 7 per cent during 
the season This decline can be attributed 
to the prospects of a satisfactory crop for 
yet another season Drought in the main pro¬ 
ducing areas was responsible for the rise in 
groundnut prices by 5 2 per cent which in 
turn contributed for the upswing in oilseeds 
prices 2 6 per cent Higher oilseeds prices 
together with flaring up ot raw tobacco (18 6 
per cent) and logs and timber (26 per cent) 
pushed up the puces of industrial raw 
materials by 0 9 per cent during the 1985 86 
busy season 

The increase tn oilseeds was reflected in 
edible oil prices moving up by 10 3 per cent 
in 1985 86 busy season Prices of groundnut 
oil, and coconut oil moved up by 7 5 per cent 
and 17 4 per cent, respectively 

A disturbing feature of the price situation 
was that movement in the consumer price 
index which is a proxy for retail prices has 
been altogether out of alignment with 
changes in wholesale prices The consumer 
pnee index went up by 2 9 per cent as against 
a smaller rise ot 0 3 per cent during October 
1984 April 1985 As stated earlier, the 
wholesale prices of lommodiiies like 
potatoes, sugar, wheat, groundnut oil, 
mustard oil and coconut oil showed an 
uptrend which was mainly responsible for 
exerting pressure on consumer prices It is 
the tail in the prices of agro based industrial 
raw materials which muted the rise in the 
wholesale prices index 


Tami 1 Movisiems in Whoi isale Pme ts Index 


(Penentage change) 



Weight 

Fiscal Ifear 

1986 87 1983 86 

(End March 
to End May) 

Busy Searon_ 

1983 86 1984 83 1983 84 

(Fnd October to End April) 

All commodities 

100000 

28 

24 

06 

23 

19 

Uage gtMidH* 

431 21 

35 

4 0 

10 

03 

52 

Ot which 

Cereals 

107 43 

21 

1 S 

03 

02 

66 

Pulses 

2179 

83 

04 

13 5 

73 

50 

Fruits and vegetables 

61 32 

12 1 

14 4 

113 

80 

83 

Sugar khandsari and gur 

72 41 

81 

91 

13 2 

08 

54 

Edible oils 

37 16 

12 4 

47 

10 3 

90 

42 

Itiduatiial row materials'*' 

112 66 

22 

03 

09 

36 

90 

Fibres 

31 73 

34 

37 

117 

110 

90 

Oilseeds 

42 01 

11 I 

23 

26 

10 7 

62 

4dminii>ten*d prices** 

156 67 

03 

1 1 

3 3 

8 1 

22 

Coal mining 

II 47 

— 


132 



Mineral oils 

4^12 

— 


26 

121 

— 

Elcanaty 

24 00 

27 

5 3 

95 

22 

1 3 

Fertilisers 

12 52 



101 

— 

07 

Other manufariiin d 

produrts 

29946 

16 

26 

05 

49 

60 

Colton textiles 

8102 

06 

07 

1 3 

1 2 

23 

Jute textiles 

1214 

93 

22 

17 2 

32 

29 3 


Notes * Wage goods include food articles and food products 

* * Administered pnees include petroleum and us products coal mining clecincity c' ment 
feriiliseis, iron and sicel and non ferrous metals 
■E industrial raw matcrMl- include fibres oilseeds othei nonfood snides metallic minerals 
and other minerals 
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ALBANIA 

Restructuring Centralised Authority 

Ramnath Narayanswamy 


WELL known for its strict ideological 
insulation from the outside world, the 
Albanian experience of economic reform has 
not received the attention it assuredly 
deserves when compared to the other 
centrally planned economies of Eastern 
Europe; Very little is known about the coun¬ 
try, a state of affairs for which academic in¬ 
difference is in some measure responsible. 
But intellectual neglect apart, the Albanian 
experiment with centralist planning posses¬ 
ses several unique features and national 
specificities that merit attention not only 
from the point of view of the economic and 
institutional problems afflicting the socialist 
economies of Eastern Europe, but equally 
from the lessons thrown up the experience. 
Albania was the last country in Europe to 
adopt the Soviet-type model which occurred 
only a year before its political break from 
the Soviet Union. Also, its long association 
with the Chinese version of putting ‘politics 
in command’ has lent a certain interesting 
dimension to its efforts at improving 
economic performance; The most important 
factor however is geographical: “More than 
in any other East European st^e^’, writes 
Michaei Kaiser, that able specialist on East 
European affairs, “the compactness of the 
territory facilitates direct contact between 
central officials and local managers in the 
flow and counterflow of information and 
mutual appreciation of intents and objec¬ 
tives. What are local problems elsewhere are 
national on the Albanian scale: it has the 
same population as Budapest, there are six 
Romanian counties with more than its arable 
area, and its total forest cover is less than 
in a combination of almost any two Polish 
voivodshipsr’ Indeed, so significant is the 
role played by the country's size in the 
understanding of its economy that it would 
not be incorrect to state that Albania’s 
efforts to restructure central authority is 
capable of a measured degree of success for 
reasons largely connected to its national 
territory. 

The proclamation of the I^ople’s Republic 
in 1946 was followed by nationalisation, the 
institution of a state monopoly of foreign 
trade, consumer rationing and retail price 
controls, while small-scale industries and 
services were incorporated into co-opera¬ 
tives. In the agricultural sector, collectivisa¬ 
tion began in 1956 in the midst ot consider¬ 
able opposition which assumed the tradi¬ 
tional form of slaughter of livestock. By the 
end of the fifties, about 83 per cent of arable 
land had been brought under collectivisa¬ 


tion, while kuiaks (who officially accounted 
for less than one per cent of the population) 
and independent farmers, were absorbed 
into co-operatives in the sixties^ The esta¬ 
blishment of an Economic Council in 1945 
was followed by the creation of a Sute 
Planning Commission in 1946. 

Informal Affair 

Compared to the rest of Eastern Europe 
(including Yugoslavia) where the process of 
economic development was inaugurated by 
an immediate adoption of the Soviet-type 
model with all its concomitants, Albanian 
planning in its early years was a largely 
informal affair characterised by a low level 
of technical sophistication. The annual plans 
for 1947-48 were drawn up on the basis of 
what was called unified planning on a 
‘current and operational basis*, while the two 
year plan for 1949-50 was interrupted by 
Albania’s break with Yugoslavia. The first 
five-year plan was drawn up as ‘material 
balances’ for a restricted number of com¬ 
modities 

The system of material balances is a 
method of plan formulation in Soviet-type 
economies. A balance is a table of two 
columns containing resources (production, 
imports, stocks at the beginning of the 
period) and their use (consumption, exports, 
stocks at the end of the period). Indeed, the 
functioning of the system can only be under¬ 
stood in the context of the institutional, 
functional and behavioural logic charac¬ 
teristic of a centrally planned economy. The 
system works in such a manner where the 
plan the enterprise director receives (which 
is based on his input requirements as sup¬ 
plied by him to the ministry) may or may 
not correspond to either his real capacity or 
to the demands he has earlier made The 
process with its all too-faroiliar irrationalities 
IS graphically recounted by Nove: “The 
whole annual plan formulation procedure 
begins when enterprises (or obyedineniya) 
communicate their input requinmenti. lliis 
procedure begins half-way through the 
previous year. They- make at the same time 
their estimates of what they will produce 
next year, though without yet knowing what 
their production plan will be. Their requests, 
and draft production plans, are aggregated 
by the ministries (local industries deal with 
their republican organs), and then in 
Caspian the resultant magnitudes are con¬ 
trasted with the resources available in the 
light of policy guidelines and priorities and 
amendments made, as material balances can 


hardly be expected to balance on the first 
round. Administrative and statistical 
Iterative procedures eventually lead to the 
emergence of a set of output and material 
supply plans which are supposed to match. 
Thus, an enterprise manager should be told 
to produce a batch of goods (by his ministry) 
which corresponds to the supply allocations 
and these may or may not approximate to 
his original requests”^ 

However, what is more important is the 
fact that balances do not include all 
products. Thus in the Soviet Union, Caspian 
at the central level takes into account only 
two thousand products, while if these are 
fully disaggregated, there actually exist 
twelve million products. Apart from several 
other problems, this emphasis on priority 
branches in a hierarchical structure of pro¬ 
duction implies that supplies will be assured 
for only those branches which are considered 
important while several others are left to 
adjust their production accordingly “Even 
if the information was faultless", observes 
Chavance, “and even if there had been no 
particular difficulty at the level ot contiol 
or motivation among economic agents, the 
method of balances—i c, of priorities, with 
empirical adaptation of ‘secondary* pro¬ 
duction—-will Itself imply the systematic 
emergence of maladjustments, bottlenecks 
and a chain of repurcussions trom the 
lattei"’ 

Why Not Eariier‘> 

Considering the above (and even while 
Albania was to face these difficulties only 
in the early sixties), we are in a better posi¬ 
tion to appreciate the signiHcant role played 
by the country’s sue in reducing the 
magnitude of the difficulties normally 
associated with the centralised model But 
why did Albania take so long in adopting 
the Soveit model? Kaser points to two 
reasons. The first is related lo the sheer 
physical inadequacy of ‘cadres’. During the 
war, about 28,(X)0 Albanians were killed, 
about LOO.iXX) buildings were razed to the 
ground and about 8,(X),000 heads of cattle 
were destroyed by the Nazis.^ Before the 
war, there were only 380 university graduates 
in the entire country, 2,000 technicians and 
1,6(X) teachers. A laige majority of the 
population was illiterate; By the end of 1969, 
mainly due to the post-war education drive, 
there were 14,000 graduates, 3S,(X)0 techni¬ 
cians and 2,35.0(X) skilled workers. “The 
shortage of staff to man a detailed plan 
system may be oooisidered’’, concludes Khser, 
“the supply side of the equation. The 
demand side would be adequatdy accounted 
for by the simplicity of the economy which, 
as already stated, might not have required 
sophisticated methods.”’ The other reason 
according to Kaser ties in the fact that the 
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Albanian leadership preferred a decentra¬ 
lised system in view of the million Albanians 
living under a regime of self-management 
in Yugoslavia. 

The fact that Albania remains the only 
country in Eastern Europe which has not so 
far initiated any radical break with the Soviet 
model ever since its political break with the 
USSR following Enver Hoxha’s confronta¬ 
tion with Khrushchev at the Third Congress 
of the Romanian Workers’ Party in June 
1960, it is only logical that the process of 
economic reform in Albania has been 
restricted to simplifying the centralised 
model without departing from either state 
ownership or centralised planning. If the 
Yugoslav break with the USSR led to a com¬ 
bination of the market mechanism with 
workers’ self-management, and the Romanian 
dispute with the USSR to a greatci 
adherence to centralisation in Romania, the 
Albanian break with the Soviet Union and 
Its subsequent alignment with China follow¬ 
ing the schism in the international com 
muniM movement has not led the Albaniaii 
leadership to substantively reorient the 
centralised model. On the contrary, the liarsh 
language used in the Albanian press to 
describe the waves of economic reform that 
swept through Eastern Europe in the si.xties 
as ’revisionist’ might siiggcst that there have 
been no reforms at all in Albania. But this 
IS only an appearance: opposition to 
economic reform as ‘revisionist’ has not 
prevented Albania from reorganising its owm 
economic structure to keep pace with 
changes elsewhere in Eastern Europe. 

TWtt S PAULS 

The process of economic reform in 
Albania went through two distinct but inter¬ 
related stages. The fiist stage, and this was 
no accident, preceded the Great Proletarian 
Cultural Revolution in China by a few 
months (Chou-Enlai was in Albania when 
Mao returned to I’eking on August 18,1966), 
and came in the wake of the recognition for 
a more intensive uiilisation of existing 
resources. The reform took the form of an 
Open Letter issued to the people by the 
Central Committee of the I'arty on March 4. 
1966 which called for the “reorganisation of 
the mangement system’’. Similar to reform 
currents in Poland and Hungary, it was 
recognised that “the preservation of the 
highly centralised form of management had 
become a serious obstacle to further pro¬ 
gress’*. While measures such as reduction in 
personnel did have an anti-inflationary 
effcct, the dominant thrust however lay in 
politicising the economic struggle. Thus, all 
communists and workers were exhorted “to 
view things from a political angle”, while-alt 
problems were to be “assessed as to how 
much it is in the interests of the people, the 


Fatherland and socialism”. In practical 
terms, this meant the building of communes 
in agriculture and the substitution of 
material or monetary incentives by moral 
criteria. 

What were the effects of these measures? 
We have little to go by other than the official 
history of the party. The tone was very much 
Chinese: “Within a record time the re¬ 
organisation of the state and Party ap¬ 
paratus in the centre and in the districts on 
a sounder revolutionary basis was effected. 
The administrations of state enterprises and 
agricultural eo-operatives were also re¬ 
organised and simplified. The number of 
ministries was reduced, unnecessary offices 
and branches were amalgamated. . . The 
staff of the central administration was 
halved. About 15,000 cadres of the admini¬ 
stration went over to production, especially 
in the countryside. A good number of 
cadres, among them the top cadres of the 
Party and stale, were sent from the centre 
to the base. The simplification of the 
administrative apparatus was accomplished 
by a profound reduction of correspon¬ 
dence . Reductions and simplifications 
were also made in the system of accounting 
and planning. Numerous tasks in the fields 
of planning and fixing prices, concentrated 
in the Council of Ministers, were passed over 
to the ministries and the executive commit¬ 
tees of the district people’s councils:'^ 

If the first phase of the programme of 
economic reform in Albania began with the 
proclamation of the Cultural Revolution, the 
second phase began soon after its termina¬ 
tion on August S. 1968. While its exact 
details arc not easily available, it is clear that 
it involved a restructuring of central 
authority accompanied by several govetn- 
memal changes. Interpreting the reform is 
compounded by the several phases that were 
used to describe it. Kaser notes at least .six 
different priorities which lend them.selvcs to 
very diverse inteipretaiion. Thus, if it was 
“workers' control” in 1969, it was ‘pio- 
Ictarian discipline’ in 1970. If it was 'action 
for convergent ellorts’ in 1971, it was ‘com¬ 
bating liberalism’ in 1972. Later from 
•revolutionisaiion of management’ it has 
now moved to the aceeptance of what Is 
described as ‘niainsircad economics’' 
These and other factors apart (statistics have 
become increasingly scaav), the founding ol 
an Academy of Sciences in 1973 appears to 
rcilcct the leadership’s glowing awareness to 
link academic bodies to tho.se responsible for 
the formulation of policy. 

To the rcstructuiing of central authority, 
the Albanians responded with several 
measures which sought to make party cadres 
more responsive to the day-to-day problems 
of economic management. Thus, economic 
officials were required to put in one month 


of manual labour to enable them to have a 
better grasp of either the shop floor or the 
field. The employment of skilled ad¬ 
ministrative staff was reduced and 
rationalised. Selective decentralisation of 
prices was introduced but this was not 
decentralisation on market lines, but meant 
giving wider scope to state agencies in price 
determination by removing bureaucratic 
obstacles. Efforts were also made to reduce 
‘plan tension’ or ‘taut planning’ 
characteristic of Soveit-iype economics in 
which it is in the interest of the enterprise 
director to overstate his demands for 
resources and minimise his productive 
capacity—a phenomenon to which his 
ministry responds by imposing a tight plan 
with a view to exercise pressure for max¬ 
imum output in a situation “where the con¬ 
cept of full capacity has little meaning”.* 
However despite these measures, Albania 
still remains the poorest country in Eastern 
Europe. The level of urbanisation is still pro¬ 
gressing very slowly. The terms of its con¬ 
stitution prohibits borrowing from abroad 
and this has played a role in hampering 
economic development, though in recent 
years, and despite its strict adherence to its 
political principles, it is, even if cautiously, 
looking for greater tiade contacts with the 
Western world. There is however no ration¬ 
ing of foodstuffs and supplies of basic con¬ 
sumer goods are ensured. Unlike Hungary 
and East Germany, luxury goods are rarely 
available, while private cars are not permit¬ 
ted. However, no radical overhauling of the 
centralised model i.s foreseeable in the near 
future. 
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Shri R. M. Gocuidas 

ladiaa and Gantlemen, 

1 have great plaasura in walconung you to 
tha 66lh Annual Genarat Meeting of the 
Company You have already received the 
I Annual Report vnth tha audited accounts 
and the Director^ Report for the year 
bnded 31 12 1985 I seek your permission 
to taka them as read 

INDUSTRIAL POLICY 

industrial environment in the country has a 
significant bearing upon your Compan/s 
operations It would tharafora, not ba out of 
place to refer to a few relevant factors 
connected with national economy that affect 
your Company 

Since lest year the Government has bean 
pursuing very pragmatic pobcias and has 
amphaalied tha need for modernisation of 
plants and also rationalisation of producbon 
flacsntly an announcement has been made 
Of 49% automatic expansion of Ncansed 
capacity The whole Intention has bean that 
our country should move forward by not 
only modernising our processes but riso by 
axpanding our production wherever 
pcasible I would now kke to give you an idea 
^ how the above pohey is going to affect 
our company Tha announcement relating to 
recognition of additional bcensad capacity 
upto 49% would enable your Convany to 
Increase its production of items like 
Chloroeulphonic acid and Sulfamic acid 
which are in short supply 

TECHNOLOGY UPGRAOATiON 

Taking advantage of tha availabriity of loans 
from Institutions for modernisation and 
rationalisation of our factory, we have 
already undert^en the modernisation of our 
SSP plant at Ambemath As you may be 
aware, upto now, we had 3 plants -> these 
are now being replaced by one plant of 
1.000 tons per day capacity for the 
manufacture of SSP In the manufacture of 
SSP there was adequate scope for 


technological upgradatioa and we are 
incorporating special features, such as the 
storage of rockphosphate m silos, its 
regulated extraction through a 
programmable logw contn^r feeding the 
grinding unit automatically controlled 
operations of the gnnding mill for optimising 
power consumption and automata 
proportioning of sulphuric acid through a 
ratio controltor AH thaae advanced features 
in the new manufacturing unit wiH lead to 
greatly increased productivity improved and 
consistent product quality and higher 
efficiency These unique features have been 
incorporated for the first time in SSP 
production technology in India With the 
addition of automatic bagging machines for 
powdered superphosphate during the 
second half of this year, your Company will 
complete the programme of upgrading SSP 
production te^nology at Ambernath The 
labour saved by the automation and 
rationalisation, will be uaed for expansion of 
production of our other products 

It IS my intention that our technical team 
should carry out a similar exercise during 
this year in respect (rf sulphuric acx) plant 
Large capacity sulphuric acid plants are 
looked upon in the world today as energy 
plants With the available technology 
employed at present we are obtaining 
power generation of 3 KW per daily tonne of 
sulphuric acid However, in our new plant 
being installed at Amreli in Saurashtra, a 
cogeneration system is being installed to 
give power generation of 8 KW per daily 
tonne of sulphuric acid Our tachmcal 
experts are investigabng tha possibility (rf 
even greater energy recovery from aulphune 
acid (Sants The total investment enwaagad 
for the itwdermsation of our SSP/Sulphunc 
Acid plants at Ambernath would be of the 
order of Rs 5 crores 

DEMAND FOR FERTILISERS 

The production of foodgrains in the country 
last year was about 150 mlliofi tonrtas. It is 


protected to achieve production of 210 
million tonnes by 20(X} A D The increase of 
60 million tonnes in 14 years will mean 4 3 
million tonnes additional fertilisers requinng 
4 bkh tonnes of additional fertiliser nutrients 
per year this too only for the increased 
foodgrains production 

The use of fertilisers in our country in terms 
of nutrients Nitrogen Phosphorous 
Pentoxide and Potash is currently in the ratio 
of 2 105 Hence the annual increase in 
terms of nutrient PsOs will have to be about 
1 5 lakh tonnes of whch SSP will constitute 
35 000 tonnes P>Os or 2 lakh tonnes in the 
form of SSP product The increase in 
demand for SSP could be even higher due to 
1) greater need to produce pulses and 
oilseeds 

n) Sulphur deficiency in soils with intensive 
wheat cultivation areas 

The present production of SSP m the 
country is about 19 lakh tonnes per year 
According to the present policy a number of 
licences luve been issued for new SSP units 
each having a caosaty of 66 000 tonnes of 
pr^uct or 11 000 tonnes P 20 » per year 
This offers tremendous scope for new 
business for our Projects Division 
I however foresee one weakness in this 
(lobcy It has been the ex(>enence that of the 
Ucencas issued about 50% would 
materialise But whst is more important is 
that of the new units going mto production, 
only half would be able to continue 
operation over a period of time This 
apprehension ar^ from our belief that in 
today's context plants of such small capacity 
may not be economcallv viable Pursuit of 
this policy may mult m industrial slcknoss in 
new units, defeating tha olt)ectivc of making 
tow cost fertiksars available to the farmers 
from domestic sources 

ECONOMIES OF SCALE 

The Ministry of industry m announcing 
ffllNBUim aeanemie caiMatiaa for M 




Iflduttnei aarber this month, has for ^ first 
tune siven the weightage necessary to 
economies of scale The fwation of 1 lakh 
tonnes per year as the minimum economic 
capacity for sulphuric acid is indeed a 
w^ome step In order to match this 
capacity of sulphuric acid, the capacity of 
SSP will have to be fixed at at least 2 hikh 
tonnes per year 

Plants of this size offer a number of specific 
advantages other than those normally 
associated with economies of scale For 
example co-generation of electric power 
from by product steam in sulphuric acid 
production can not only make the enbre 
sulphuric acid — superphosphate complex 
independent of outside power, but also 
produce surplus power for export In the 
long run. lower capital and fixed costs per 
tonne of installed capacity of SSP would 
contribute towards reducing fertiliser 
subsidy Moreover higher labour 
productivity and better quality control can 
be obtained with optimum size plants 
If the new units are to operate in a 
competitive market it would be of utmost 
^ importance for them to develop the 
necessary mvketing strength and provide 
adequate extension and promotional support 
to propagate modern agricultural practices 
to farmers A unit producing only 66 000 
tonnes of SSP per year would be too small 
to support an adeuate network of field 
representatives and marketing offners or 
promotional (technical) staff for this 
purpose 

The only argument in favour of small SSP 
plants IS that the low nutrient fertiliser 
should be marketed within an economic 
radius of a manufacturing plant Given the 
vagaries of rainfall that we have in our 
country due to capricious monsoon, 
experience has shown that it is very difficult 
if not impossible to bmit the sale of the 
fert^isers from a unit within 200 KM radius 
If this zone is somewhat enlarged, the 
chances of a part of the zone getting at least 
a minimum rainfall to support agncultural 
activities would be much brighter 

NEW PROJECTS; 

1. Synthetic Detergents Plant 

I am happy to inform you that the Letter of 
Intent for the manufacture of Synthetic 
Detergents has been converted into an 
Industrial Licence The project 
implementation is proceeding on schedule 
Civil construction, installation of indigenous 
plant and machinery and construction of 
tank farm are progressing as planned The 
imported machinery for Sulfonation is 
expected to be shipped m October 1986, to 
enable completion of the plant by the end of 
1986 The project will cost the Company a 
totiri investment of Rs 6‘croros, and the 
turnover will go up by Rs 16crores Ism 
pleassd to inform you that our salei staff has 
received excellent response to our new 
surfactont. Alpha Olefin Sulfonate, which we 
are introducing as an aetiva ingredient of the 
deterwnt formulation Seed marketing has 
itraady commenced and the nacaasary 
organlaation is being set-up 

2. SMiphurlo Acid and SSP 
Projact at Amrali 

AH the required clesrances for these projects 


have been obtained from the Central 
Government including import licence for the 
imported component of the plant and 
machinery Perhaps due to the pre 
occupation of the Gujarat Government due 
to the severe drought in most of the districts 
of Saurashtra there has been an inordinate 
delay m the allotment of land for setting up 
the pri^ect We expect to get the necessary 
permission in the next few weeks after 
which the project can be taken up m right 
earnest Our intention is to complete the 
jjrqject by March 1987 

3 Pyrite based Sulphuric Acid 
and SSP Project at Saladipura, 
Rajasthan 

Phosphate fertiliser production requires 
sulphuric acid tor solubilising the PzOs in the 
rockphosphate Other processes using acids, 
such as Nitric fur solubilising the P;Os are 
available but have had limited acceptance In 
our country where in many parts soils are 
showing marked deficiency of secondary 
nutrient Sulphur it would be difficult to 
bring about a substitution of Sulphur to a 
very significant extent Ow country is. 
theretore, going to depend on sulphur in the 
foreseable future and in the absence of any 
substantial source of Sulphur within the 
country, its dependence on imports will 
continue 

Although we have so far not discovered any 
deposits of Sulphur there are subatanital 
deposits of Sulphur bearing minerals Pyntea 
in particular at Amjhore in Bihar and 
Saladipura in Rajasthan wHiich can ba ubiisad 
in the manufacture of sulphuric acid and 
substitute imported Sulphur Your ComjMny 
has studied this aspect in some detail and 
has considered promoting a project for 
utilisation of Saladipurs pyrites for the 
manufacture of sulphuric acid at well as ita 
conversion to Single Superphosphate With 
this intention your Company has made an 
application to the Government of India for 
an Industrial licence for a 71,280 MT per 
year Pynte based Sulphurn acid production 
and 1.98,000 MT per year SSP produetton 
at Saladipura in the State ot Rajasthan The 
project will cost Rs SOcrores Once the 
licence is received the Directors will 
consKfer whether this project should be 
implemented by the Company or whether 
we should form a separate company with 
financial participation from our Company 
and our shareholders 

In my speech last year, I had referred to our 
activities in the field of micronutnents and ita 
importance to Indian agriculturs You mutt 
have seen the photograph on the inskie 
cover of the Annual Report, showing the 
ears of wheat indicating the increead in 
yields as a result of micronutrient use The 
atomic absorption spectrophotometer « now 
commasioned at Arnbarnath, enabling ua to 
analyse the micronutrient levels in vsnoua 
sorts Your Company has initiated studwe on 
the effect of micronutrients in agricultural 
produebon with eight Agricutturat 
Uroveraitiaa. 

EXPORTS 

In spit# of the drop of oil prieet. our 
countryt balance of trade has become 


increasingly adverse and the need to 
improve our export performance cannot b( 
overstated The two major products that w 
have identified for export ere Aluminium 
Sulphate and Sulfamic And We have been 
exporting subetantial quantities of 
Aluminium Sulphate to Middle East countri 
and expect to retain our share of this 
competitive market I consider that SuHami 
Acid has a great potanttal for exports and 
with the new equipment being installed at 
our Rohe plant, your Company should be Ir 
a position to prod^'ce excellent quality 
material in requisite quantities for exports k 
the Middle East. Western Europe and U Srt 
You will be glaji^o know that our exports 
during 19BS amouMed to Rs 13 crores. 

PROJECT OlViSiON 

Our Proiect Division has completed 
constructing the Sulphuric Aad and SSP 
plant for Ganges Fertilisers & Chammls Lb) 
at Farrukhabad as well as the Sulphur 
Burner installation for Hindustan Copper 
Ltd at Khetri We have successfully earned 
out the requisite performance guarantee 
tests The Division is currentiv engaged in 
installing Single Superphosphate plant for 
Unialkem Fertilisers Ltd at Vidisha (M P) 
and Sulphuric Acid and SSP plants for 
Ramjzur Distilienes at Rampur (U P) 

The Environmental Engineering Diviston hei 
been active in the field of pollution control. 
The plant for Mercury removal at Vlzeg for 
Hindustan Zinc Ltd was completed last yM 
This /ear further work is taken up of the 
same Company at their Lead Smelter at 
Tundoo (Bihar) 

Before I ctose my speech, I would tike to as) 
something about the working of the 
Company this year As you are aware, most 
of the areas of SSP distribution, viz, parts « 
Maharashtra, Saurashtra, westarn Madhya 
Pradesh, Andhra Pradesh and cartmn otiw 
pockets in our distribution area, had vary 
severe drought, with the result that the 
farmers could not wan use fertihsara in 
these areas, let atone buying them We had 
an opening unsold stock of about 60,000 
tonnes at the beginning of the year, i e. Oh 
1st January 1986 This has now bean 
liquidsted We also had to throttle 
production of SSP at Ambernath for the fira 
6 months of the year as we had undertaken 
the modernisation of this plant. I am glad to 
inform you that the most difficult part of it h 
now complete and from July onwards we 
should be able to increase our production of 
SSP substantially, so as to make up for the 
initial loss of production in the first 6 
months 

With additional production of SSP at 
Ambernath new SSP production from 
Amreh and production Of synthetic 
detergents at Rohe, the year 1987 will have 
a greatly enhanced turnover end better ' 
prohls 

I thank my colleagues on the Board for their 
valuable guidance throughout the year and 
aH the employees for their cooperation and 
hard work which has contributed to the 
growth of the Company. 

Thank you. 


Note Ths does not purport to be a record of the proceedings of the Annual General Meeting. 



PERSPECTIVES 


How Much to Pay Teachers? 

Amrik Singk 


1 

THE last revision of stales of pay of univer¬ 
sity and college teachers (carried out in 1974 
but effective from 1973) was a water shed 
in more than one sense One, though parity 
between Class I ofneers and university level 
teachers had broadly existed for some time, 
college teachers did not enjoy the same 
parity It was conceded now S^ondly, the 
scale ol pay both at the readers and pro 
fessors level was fixed in a manner so as to 
make it distinctly better than corresponding 
scales of pa> in the government This was 
done as to make teaching attractive Given 
the bureaucratic set up of the country, it was 
a significant step forvsard and must be 
acknowledged as such 

It would be a fallacy to imagine however 
that there were no infirmities in the scheme 
or that It led to distinctly better performance 
in the institutions concerned or even 
attiacted talented people into teaching E^ch 
one of these things did happen but only 
marginally The fact of the matter is that the 
revision of scales of pay was delayed by at 
least a decade, if not longer It was in the 
50s and the 60s that all along the line there 
was unabashed expansion in respect of the 
tertiary sector of education and consequent 
ly a large number of unsuitable and perhaps 
sub standard persons got into the profession 
Over the years they have grown in seniority 
and to quite an extent they are the leaders 
of the profession today with consequences 
that each one of us has to live with It should 
not be necessary however, to more than refer 
to this particular aspect of the 1973 revision 
of scales of pay except to call attention to 
a couple of infirmities and misjudgments 

One was the need to doctor the evidence 
in order to make out a case for parity 
between C lass I Officers and university and 
college teachers Fot instance, it was argued 
ihat rcmuneialion given for examination 
work would not be paid to teachers Given 
our afliliating system this was an unfeasible 
proposition as became cv ident within a vear 
or two and the %{aius quo anti' had to be 
restored Secondly the checks and balances 
built into this scheme were abandoned as 
soon as populist ptcssuic was exerted loi 
instance, in the case ol colleges there was an 
tssessment stage at Rs 1,300 This was done 
away with and the possibility of a mid career 
levic'vv at the level ol the lecturer was re 
nounced Apart fioin what had been done to 
improve the scale of pas at the lecturer s level, 
the reader's scale was fixed at Rs 1,200 I 900 
inste,id of the leplacement scale of Rs l,l(X> 
1,600 Similarly, the replacement scale in the 
case of a professor should have been, at best, 
Rs 1 ^(X) 2,(XX) Instead the upper ceiling was 
raised to Rs 2.5(X) Altogether an attempt 
had been made to improve tnc scales c>t pay 
all along the line 

As a matter of tact there is more to it than 
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these figures indicate In the CSIR, for 
insunce there were two overlapping scales 
of pay—Rs 700 1,300. and Rs 1,100-1,600—in 
respect of those who entered the profession 
In order to establish the principle of parity 
with Class 1 officers, it was decided to merge 
the two scales and nake it into one long- 
running scale of Rs 700-1,600 Normally 
speaking, the scale was to be exhausted in 
18 y ars Within a few years however dis¬ 
content started building up and began to 
manifest itselt in various forms This was 
accentuated by a short sighted decision of 
the Ministry of Finance 

The Sen Committee which had gone into 
the question of teachers’ salary had recom¬ 
mended, inter aha, that in addition to the 
upgrading of the lecturers' scale of pay 
another related scheme known as the Assess¬ 
ment (Personal Promotion) Scheme should 
also be instituted According to this scheme, 
after a given number of years it would be 
open to a lecturer or a reader to ask for an 
assessment of his work and, if adjudged 
suitable, claim promotion to the next higher 
Scale ol pay This was to come about 
whether a vacancy existed or not Such an 
individual was to be put in the higher scale 
of pay in his personal capacity and after he 
left or retired the vacancy was to revert to 
the original position This system is being 
followed in the CSIR and a few other places 
It has led to recognition of talent and high 
quality of performance In plain words, a 
competent person could have an accelerated 
rate of promotion whereaslhe otfiers would 
follow the annual ritual ol a yearly 
increment 

The scheme was however turned down by 
the Ministry of I inance more or less on the 
ground that as it was, a new deal had been 
given to teachcis already and it was not 
necessary to be pai ticularly liberal again In 
order to deal with the situation arising from 
a partial implementation of the Sen Com 
niittee recommendations the UOC devised 
a new Scheme which it called the Merit Pro¬ 
motion Scheme Under the pressure of 
obstructed hopes and the prolonged and 
mishandled strike in the University of Delhi 
in 1982 83, the UGC sponsored a scheme 
which has led to mass promotion rather than 
merit piomotion Individuals whose creden¬ 
tials even as lectureis were not above ques¬ 
tion have now become readers and in quite 
a few cases people of this questionable 
calibre have also become professors 

While one can undetsiand higher emolu¬ 
ments and better scales of pay. there was not 
the slightest justification for academic 
designations being debased in the manner 
that they have been debased It would be no 
exaggeration to say that in consequence of 
the introduction ol the Merit Promotion 
Scheme the damage to academic life and 
integntig^as been so extensive that to recover 
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from It IS going to be almost an impossible 
task Some of these phoney ‘professors’ 
would sit in selection committees and take 
decisions about who should be appomted to 
academic jobs This would happen when the 
credentials of those who sit in judgment will 
be highly suspect 

To balance the picture however it must 
also be stated that during the last decade the 
rate of inflation has been so relentless that 
what looked like an attractive package in 
1973-74 has ceased to be that attractive. 
Another cause of dissatisfaction is that while 
parity with C lass 1 officers looks attractive, 
the chances of promotion in academic life 
are much more limited than those available 
m the government Altogether there is a 
sense of disenchantment amongst the 
teachers, partly owing to the reasons stated 
above but largely owing to factors which 
have more to do with the tone of academic 
life that prevails in our educational mstitu 
lions nils however is not the occasion to 
go into that problem 

II 

in considering the issue ot a further 
revision of scale of pav, the Mchrotia Com 
mittee appointed by the UGC would be 
required to do two things One would be to 
seek to neutralise the rise in the cost of living 
more or less in line with what the Fourth Pay 
Commission would do* I his part ot the 
recommendation would by and large depend 
upon what the said Pay Commission recom 
mends and its acceptance by the govern 
ment The more crucial part however would 
depend upon how the experience of the last 
decade or so is evaluated and interpreted by 
this Committee 

■flvo questions arise here Was the last 
revision of scales of pay based on the nght 
principles and, secondly did Ihat revision 
lead to academic impravcments that had 
been visualised'* In regard to the second 
issue other tactors also, to be sure, enter the 
situation and it would not be correct to 
maintain that everything depends upon the 
scales ot pav and so on Hqw the educa 
tional institutions are managed or mis 
managed has a direct bearing on academic 
performance also 

What were the guiding considerations that 
persuaded Sen Committee to make its 
recommendations and the UGC and the 
government to further lioeralise them in the 
couise of impicmentatior'* Basically these 
were two One «as to ensure a good living 
wage for teachers at this level and secondly, 
to attract and retain men and women of 
talent in the profession The situation in 
colleges before 1973 was dismal and prob 
ibly m half the colleges that were m existence 
at that lime the scale of pay was not higher 
than Rs 300-600 The legacy of the British 
past had been so over-powering all these 
years that it required a real push to overcome 
that legacy This push was provided by the 

Ihis article ixas wniien betore the Pay 
Commission submitted its report on June 30 
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Sen Committee When the is? ue came before 
the UCC and the government, their one 
overriding priority vras to establish parity 
between Class I officers and university and 
college teachers and go even beyond it to the 
extent possible. It was assumed, and not too 
wrongly either, that if teachers had to be 
given a higher status, the frame of reference 
could not but be bureaucratic; and hence the 
urgency to equate the two. 

One minor ploy that was resorted to has 
already been mentioned. That was to abolish 
remuneration for examination work. Another 
ploy adopted was to make a doctoral degree 
compulsory for everyone entering the pro¬ 
fession. The earlier ploy had to be aban¬ 
doned alioghiher within a couple of years. 
The second ploy has been modified in the 
case of college teachers; only the university 
appointed teachers are required to have the 
Ph D degree. In the process there has been 
dilution of standards even at the Ph D level. 
Undergraduate and post-graduate education 
had already been diluted a great deal. The 
requirement of PhD for everybody at the 
university level has further led to dilution at 
the doctoral standard as well. 

An issue that the Mehrotra Committee 
will have to decide is whether the require¬ 
ment for compulsory PhD is to stand or it 
requires to be abolished. The easiest answer 
would be to abolish it. But to some extent 
It would amount to throwing out the baby 
with the bath water. Research capability in 
respect of ail disciplines is not entirely 
adequate. In about 10-20 per cent cases 
facilities do not exist and intending re¬ 
searchers find it difficult to undertake 
research. But it would be not unreasonable 
to hope that this deficiency will be taken care 
of within the next few years. 

The more intractable problem is standards 
of performance at the PhD level. Univer¬ 
sities have not only failed to maintain a high 
enough standard of academic rigour, in 
some cases they have even connived at the 
dilution of standards. So many factors enter 
tnto maintenance of high standards at the 
research level. The choice of topic is one, the 
suitability of the research guide is another 
and so on. In one case the thesis submitted 
was so sub-standard that one of the ex¬ 
aminers, a leading scholar in the area, went 
to the extent of saying in his report that the 
research supervisor, amongst other things, 
should read the books so listed by him in 
order to equip himself better. That did not 
prevent the university from getting around 
the rules and conferring a degree upon the 
candidate by manipulating the appointment 
of another examiner and such other ploys. 
While it is difficult to quantify, the general 
impression is that this kind of thing is hap¬ 
pening in approximately half the cases. D«d- 
ing with this issue the Review Committee on 
the UGC which reported in January 1977 
had the following comment to make: 

It IS necessary, therefore, that a system of 
evaluation of PhD is introduced, and reports 
of the examiners on the thesis are scrutinised 
by selected groups of top academicians of 


known integrity in an anonymous manner. 

That the UGC has failed to act along 
these lines is widely known. But the fact of 
non-performance so far by the UGC is not 
an argument against the relevance and 
appropriateness of this particular recom¬ 
mendation. The recommendation is valid 
even today. What is required is to implement 
it. Once universities know that some kind 
of a surprise check by the UGC would ex¬ 
pose them to criticism and ridicule, they 
would act much more carefully and respon¬ 
sibly. On balance it seems advisable to follow 
the existing practice whereby university- 
appointed teachers have either acquired the 
Ph D when they are recruited or complete it 
within nve years of their appointment. 

In respect of colleges however, the Ph D 
requirement is optionsd. But M Phil is a com¬ 
pulsory requirement. In certain universities 
the M Phil programme has been a marked 
success. That is in cases where the accent is 
on course work. This is how it should con¬ 
tinue to be. Certain other universities 
however, have yet to start these programmes. 
These universities should be erubled and en¬ 
couraged to do sa The Masters’ programme 
is usually inadequate in terms of depth of 
knowledge and rigour of training and it is 
necessary to take care of this deHciency at 
the M Phil level. Prom that point of view 
M Phil training is both neceuary and useful. 

It would be helpful to enrich its content 
further by including some knowledge of the 
art of teaching. Magogic skills can be 
taught as well as learnt and it is important 
that their importance is recognised. This 
kind of training need not be compulsory. It 
can be optional and may be offered by those 
people who wish to go in for teaching. The 
duration of the MPhil course in that case 
would have to be attended from nine months 
to say, a year. Even then ail that the candi¬ 
dates would get is an introduction to the art 
of teaching. Once introduced however, it is 
reasonable to expect that they would con¬ 
tinue with their training through what is 
called follow-up work or correspondence 
courses. 

HI 

lb return to the issue in hand—one crucial 
recommendation made by the Sen Commit¬ 
tee was that the scale of pay of both at 
university and college levels may be the 
,same. Only in the case of colleges a.n assess¬ 
ment clause was introduced at Rs 1,300. 
Subsequently even that was done away with. 

What were the motives in equating pay 
scales of post-graduate and undergraduate 
teachers? Wu it meant to indicate that there 
was no real difference between the two? Or 
was tiK desire to give a living wage to 
teachers in colleges so strong that the 
academic aspect was not given much 
thought? My own guess is that the second 
motive was the more pertinent and the more 
decisive one. College teaching was «o low 
paid and what teachers at that level were 
getting was so far below what may be called 


the living wage that everybody concerned fdt 
that a big push should be given to collate 
teaching and it be brought on to a strong 
wicket. What was overlooked at that time 
was the fact that the number of college 
teachers was five-six times larger than the 
number of university-appointed teachers. 
Once parity was established between the two 
of them, it would be difficult to modify it 
in any way even if there were compelling 
academic reasons for doing so. 

Another criticism made in 1973-74 was 
that in putting university and college 
teaching at the same level, the gap between 
higher secondary teaching and college 
teaching had been widened rather thu 
narrowed. As J P Naik once put it, if educa¬ 
tion is to grow in strength and vitality, the 
real base would be the last four years of the 
high school. But by widening the gap bet¬ 
ween school and college teaching to the 
extent that it had been done, the task of 
making school teaching attractive was made 
even more difficult. This aspect of the pro¬ 
blem was referred to when the scales of pay 
were last revised but not enlarged upon 
many people mainly for the reason that the 
schools operate in one orbit of activity and 
colleges and universities operate in another 
orbit. 

The more relevant issue however is parity 
between university and college teaching. On 
academic grounds this parity is not justi¬ 
fiable Parity between post-graduate teaching 
in colleges and university departments is 
justifiable but not parity between under¬ 
graduates and post-graduate teaching. This 
is not only for reasons of qualifications and 
the span and rigour of preparatory training. 
The more important reason is that di^erent 
intellectual qualities and types of training 
are required for these two types of teaching. 
At the post-graduate level higher academic 
inputs are required. At the undergraduate 
level the intellectual calibre can be lower but 
the penonal qualities of teachers have to be 
such as to make for closer and more intimate 
interaction with the students, lb put no more 
gloss on it, at the undergraduate level the 
qualities required are more or less an exten¬ 
sion of what is required at the high school 
and higher secondary levels, lb equate 
undergraduate and post-graduate teaching 
therefore, is not academically advisable. 

And yM this important academic con¬ 
sideration was ignored in 1973-74. Any 
attempt to modify it now is going to be 
resisted by those working at the under¬ 
graduate level. By now they have acquired 
vested interests. In order to justify their stand 
they would hark back to the last revision of 
scales of pay and make an issue of it. 
Numerically they are five-six times larger 
than those appointed the universities 
directly. It is therefore difficult to imagine 
the government, constituted as it is, to take 
a firm stand in regard to an issue about 
which something can be said either way. 

The issue however is real and it cannot be 
wished away, more so as a new category of 
colleges may come into being during the next 
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Ide or so. Should autonomous colleges 
to be accepted, there would be one 
ie difference between autonomous 
eges and non-autonomous colleges. 
4donomous colleges would be performing 
much higher plane of responsibility. In 
V tense their job would be even more 
dmandmg than that of teachers working in 
diversity departments. If teachers in these 
idtleges are paid exactly the same as teachers 
% non-autonomous colleges are, it would 
Wt only be odd, it would act as a deHnite 
Ijsincentive and come in the way of their 
aetter performance. In other words, the 
(brmula as devised in 1973 cannot be sus- 
fUned in the changing situation and if some 
^ple refuse to recognise the nature of the 
Change it only shows that they are so com- 
linitted to the existing framework of policies 
that they are not prepared to adjust to the 
^hanging reality 

IV 


On what considerations to base the deci- 
jdon on emoluments is the real issue thus. 
The two generally accepted principles are 
that equal work should mean equal wages 
and, secondly, parity in qualifications 
should not lead to disparity in emoluments. 
Should there be any deviation from these 
two principles, it can lead to internal incon- 
.listencies and even contradictions as seems 
ito have happened in the 1973-74 revision. 
Had these two principles been applied 
honestly and rigorously at that time, the 
edsting situation might not have arisen. 

Post-graduate and undergraduate educa¬ 
tion have different requirements and the 
clientele is different. At the undergraduate 
level, the possession of a PhD degree is 
optional. In certain cases it can even amount 
to fixing a square peg in a round hole This 
is not to suggest that a higher level of lear¬ 
ning is in any way unwelcome or undesirable: 
But nobody should overlook the fict that 
what is required at the undergraduate level 
is greater spread and lesser concentration. 
In other words, narrow specialisation can 
become, in a given situation, even a 
handicap. 

What is the situation in other countries? 
It becomes necessaiy to raise this question 
because having once adopted the 10 2 + 3 
system, Indian universities have put them¬ 
selves on the same wavelength as universities 
in other countries. Britain and the USA are 
the two countries with whose educational 
system most people in India are familiar. In 
Britain a goml deal of what is done at the 
college level in India is done at the Advanced 
level in schools. In fact it is after students 
have spent two years at the Advanced level 
that they qualify for entry into a university. 
In the US, the situation is more uneven. 
Certain colleges operate at a level which is 
nearer the university level than otherwise. In 
certain other colleges the level of function¬ 
ing is not all that advanced In addition there 
is the entire sector of community colleges. 
01 laic, these have gained a good deal in 


terms of popularity and usefulness and have 
started to attract the bulk of the students. 

What is done in our colleges corresponds 
in one way or another either to the Advanced 
level in Britain or the community colleges 
in the US. In both cases the analogy is not 
on all fours however; the division of work 
between undergraduate and post-graduate 
levels in both cases is somewhat vague and 
undefined. More precisely, in oui country 
as also in those countries, there is something 
at the undergraduate level which harks back 
to what was left behind in school and there 
is something which looks forward to what 
will happen at the post-graduate level. To 
seek to draw a clear distinction between the 
two is neither very feasible nor particularly 
important. 

In some universities in the country. 
Honours classes are organised separately, 
more or less as a parallel course to Pass 
classes. This is useful in so far as the 
Honours course prepares students for what 
they would be required to do at the Master’s 
level though in cases where a student does 
not go on to the post-graduate level there is 
the disadvantage of early specialisation. In 
any case, according to a recent UGC regula¬ 
tion, wherever the Pass course is for a dura¬ 
tion of two years, an additional year would 
have to be spent before students qualify for 
admission at the Master’s level. This one- 
year course would be in the nature of a 
bridge course and would correspond more 
or less to what is now done at the Honours 
level in a number of universities. 

lb cut a long story short, to have the same 
scale of pay for teachers at the under¬ 
graduate and post-graduate level would 
amount to persisting with a decision which 
was not academic even in the first instance 
The distinction between different levels of 
teaching should be recognised in academic 
terms-and provided for in terms of salary 
structure This however, should not be taken 
to mean that a living wage should not be 
provided to everyone in the profession. Nor 
should it be taken to mean that variations 
between one scale of pay and another should 
be so wide as to create disincentives. The 
right formula to adopt, it goes without 
saying, is to build incentives for better per¬ 
formance into the structure rather than build 
disincentives. 


In concrete terms what it means is 
something like this. Almost everybody in 
universities and colleges should begin on the 
same starting salary except that there should 
be recognition of the fact that if somebody 
has done PhD before entering the profes¬ 
sion he should be allowed credit for that Put 
another way, everyone should be required to 
to do MPhil for, as already argued, standards 
of performance at the Master’s level are not 
satisfactory enough and making MPhil 
mandatory for everybody is an attempt to 
make up the deficiency. But those who do 
the doctoral degree before joining the pro¬ 


fession would have spent another two-three 
years and should be entitled to as manjs 
advance increments. 

For the first few years, everyone should 
draw the same rate of increment in the same 
scale of pay. In a sense the first few years 
are crucial. Those years determine whether 
the person has a research potential or not 
Those who have a research potential should 
be encouraged in every way. If they have 
joined a college but are interested in research 
they may move to the university though a 
certain percentage of them would also stay 
on in colleges and some research facilities 
would have to be created in colleges as well. 
Whether in a university or in a college, it 
should be legitimate after a few years to 
move inio the next higher scale of pay. 

This in turn raises the question of how 
many scales of pay should be provided for 
in universities and colleges. The approach 
so far has been to have a scale of pay each 
for lecturers, readers and professors. There¬ 
fore there are three scales of pay to cor¬ 
respond to the three academic designations 
Experience over the years has however shown 
that this cieates difficulties. What the CSIK 
has been doing is more to the point As indi¬ 
cated earlier, the CSIR had two overlapping 
scales of pay at the lower levels: Rs 700-1,300 
and Rs 1,100-1,600 In respect of universities 
and colleges these two scales were combined 
into one in 1973-74 with results that can now 
be seen to have been highly questionable, lo 
have a larger number of scales than three 
seems to be dictated by experience therefore 

VI 

IWo fuither points need to be made in this 
connection. One relates to the artificial 
distinction drawn between teaching and 
research. In order to justify parity with Class I 
officers, it was contended in 1973-74 that 
in some unique waj leaching was superior 
to research How and in what precise manner 
II was superior was never demonstrated But 
It was repeatedly asserted that this was so. 

Peeved at what was happening, some 
people working in the reseaich sector ques¬ 
tioned the wisdom of treating research as 
inferior to teaching and rightly so. The fact 
af the matter is that neither of them is 
superior or inferior. Both of them require 
more or less the same degree of expertise and 
intellectual rigour. Only some persons excel 
in one area and some excel in another. To 
seek to establish precedence as between the 
two amounts to seeking to establish a 
distinction without a difference. 

The second thing that requires to be borne 
in mind is that the scales of pay should be 
so arranged as to contribute to better per¬ 
formance rather than militate against this 
objective. When the first scale of pay was 
fix^ at Rs 700-1,600 and it took 18 years 
to exhaust the scale, it was an example of 
bad academic planning. Every professional, 
wherever he may be, whether in research or 
teaching, likes a little excitement after every 
seven-ei^t years, lb have a scale of pay 



which runs for 18 years clearty contradicts 
the generally accepted human tendency to 
look forward to something every few years. 
Once it is agreed that 18 years is too long 
a period for anyone to stay in the same scale 
of ptqr, the next question that arises is what 
should be done. 

The most obvious thing to do would be 
to have two overlapping scales of pay at the 
lecturer’s level. T^sition from one scale to 
another riiouid be more or less with the 
passage of time: The rate of increment 
should be somewhat higher in the second 
scale of pay and the duration of the second 
scale need not be more than six or seven 
years. After the first eight-ten years of his 
career, a teacher should know wher he stands 
and in which direction he has to go Depend¬ 
ing upon his capability and his interest, he 
should be able to work out a career pattern 
for himself, and this would depend, to some 
extent, upon the terms of salary structure 
available to a teacher at that level. Whether 
he becomes a reader in a university or a 
senior lecturer in a college should depend 
upon his capability, academic ambition and 
the opportunities that come his way. But even 
at that level it would be advisable to have 
two different scales of pay. The first scale 
should fall into the lap of the teacher more 
or less with the passage of time but the 
second scale should have to be eai ned by him. 

The concept of ‘earning' a scale of pay 
IS capable of much wider application. It 
should be possible for a competent and 
talented person to earn his rise more rapidly 
than others. In other words there would be 
room for accelerated promotion. Those who 
do better than others should attain in 15 
years, for instance, what others would attain 
in 25 years or more, It should all depend on 
the performance of the individual. As a 
general proposition there may be two scales 
of pay for lecturers, two for readers and one 
for a professor. Almost each scale should 
have the duration of six to eight years with 
some overlap built into it. The first four 
scales (two for lecturers and two for readers) 
should subject to norms laid down for the 
purpose be available to all teachers, though 
the designation of a Reader should be given 
only to those who have faced a University 
level selection committee. Only some would 
reach the top more quickly than others. But 
that would depend on their performance. 

in the case of professorship, there is no 
question of anyone earning it by seniority 
or promotion. This designation has to be 
earned. Any proposal which dilutes the fact 
of merit is to be resisted and opposed. The 
gap between the top of the fourth scale and 
the fifth scale t e, of the professor should 
not be particularly wide. To put it in another 
way, earning a professorship should be a 
mark of academic distinction rather than an 
instrument for earning higher wages. In 
countries where education is not treated as 
a poor rdation, as it is in our country, in 
terms of wages there is not much of a dis¬ 
parity either between jobs in the civil service 
and those in education or between wages-at 
the university and college level and the high 
school level. Moreover the distinctions are 
not as edde u they are in our country, lb 


narrow the gap amongst different scalps of 
pay is a step both in the direction of equity 
and recognition of the need to provide a 
living wage The situation in our country is 
now ripe enough so as to minimise the 
distinction amongst the various scales of pay 
for the entire sector of education and to 
establish a general kind of parity between 
those who work in teaching and those who 
work in other walks of life. 

VII 

Not many people in India realise that 
teaching is the biggest profession in the 
country today. Even as it is, almost three 
million people are working in educational 
sector. With the passage of time and with 
the growing rate of literacy, this number is 
likely to increase sharply. Within a decade 
this number could be doubled and by the 
end of the century it could be trebled. What 
scales of pay are given to teachers at different 
levels is a matter therefore that cannot be 
treated as marginal or unimportant. While 
for other employees there is a Pay Commis¬ 
sion, in respect of university and college 
teachers a separate committee has been 
appointed by the UGC. Likely enough, 
whenever the salary scales, etc, of teachers 
are revised next it would not be only in 
respect of one or two categories. In other 
words, the entire specturm (from the primary 
to the university) would be taken into 
account. The existing fragmentation of 
policy making would thus disappear in 
course of time 

In one sense the Mehrotra Committee 
would like to broadly conform to the recom¬ 
mendations of the Pay Commission, in 
another sense this committee would have to 
consider the issue in the specific context of 
university and college teaching. In other 
words the issue cannot be decided in an ad 
hoc manner but would have to be decided 
in relation to the situation as it prevails in 
our universities and colleges. Whatever 
might be said about them, this is clear that 
in terms of performance our universities and 
colleges are grossly under-performing. One 
reason for it is that they do not work for the 
required number of d^s and another reason 
for it is that the quality of work leaves much 
to be desired in respect of rigour and attain¬ 
ment. While making its recommendations, 
the Mehrotra Committee cumot overlook the 
situation in respect of the first issue. Where 
it to do so, it would amount to ignoring the 
responsibility cast upon it. TWo aspects of 
the situation may be referred to here. 

One, would it not be advisable to treat a 
year as the basis of calculation instead of 
a month ? In specific terms the scale of pay 
should not be reckoned in terms of what is 
payable every month. Instead it should be 
reckoned in terms of what is payable every 
year. Today, for instance If a teacher receives 
Rs 2,(X)0 a month, the salary should be 
described as Rs 24,(X)0 a year instead of 
Rs 2,000 a month. There is good reason for 
it. Everyone at the university and college 
level is required to work for 180 days in a 
year. What happens when a particular indi¬ 
vidual or institution works say for 140 days? 

Only two things can happen: either a 


teacher received his salary for 140 days or; 
he works for another 40 days in order to earn; 
his annual salary. The choice should be his 
and that of the institution in wluch he 
works. The existing situation where teadiing 
is not don; for the required number of days 
because the basis of calculation is monthly 
rather than annual is clearly wrong and 
needs to be rectified. i 

A related question is in regard to the , 
distinction between vacations and holidays. | 
Vacation is not the same thing as holid^r 
though this is how it is commonly inte^ | 
preted. It is a fallacious way of looking at ; 
things. The right thing to do even in teaching • 
is to have holidays for one month like | 
everybody else. For the test, when there is 
no teaching in the classroom, a teacher 
should be available at his place of work for 
the required number ot days. The Sen G>m- 
mittee had recommended that if every 
teacher was to work for 40 hours a week, 
at least half of them should be spent at his 
place of work. This is not being done and, 
there is a good deal of vagueness and con* 
fusion about it. 

In order to ensure performance for the 
requisite number of days, educational insti¬ 
tutions have to provide the necessary faci¬ 
lities for teachers to be present at the place 
of work. The minimum facilities that anyone 
needs is a chair and a desk in congenial 
surroundings. Even these facilities are not 
available in more than 50 per cent of the 
institutions. Clearly, no serious thought has 
been given to the environment in which work 
has to take place. This particular require¬ 
ment cannot be delinked from the quantum 
and nature of work that teachers have to da 

Secondly, as already argued, scales of pay 
have to be devised in such a manner as to 
ensure good performance more or less cor¬ 
responding to what obtains in the armed 
forces. Tor the first 15-16 years everyone rises 
to the required level of seniority. After that, 
there is rigorous selection and promotion 
depends only upon being found suitable for 
the job. Quite some people fail to rise above 
the minimum level. There are others who 
give a much better account of themselves 
and keep rising. There has to be one 
difference however In the armed forces, 
promotion depends upon the availability of 
particular jobs. In academic life that need 
not happen. 

Unless a teacher is odd or perverse in 
some way, experience does endow him with 
a certain kind of expertise. However, what 
can rob him of his usefulness as a teacher 
is if he develops those attitudes of frustra¬ 
tion and cynicism which can do damage to 
the young people he comes in contact with. 
Should a few odd individuals be found 
suffering from.these and related infirmities, 
the institution should have an option to 
retire them at any time after the age of 60, 
as in the government. If everybody wants 
parity with the government, and that seems 
to be the generally accepted approach, why 
should this particular feature of government 
service be found unacceptable? 

Also related to it is the question of 
superannuation. Given the state of the health 
of the nation, superannuation at 60 years of 
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teemi to be in order. Whether tome 
iple should continue after 60 or not is 
her question. Practices vary ftom 
'nititution to institution. On balance, it is 

te to take advantage of experienced 
ers. Whetho' their experience is positive 
*,_ j>r otherwise however requires to be assessed. 
**'’irhe most decisive way of doing it would be 
ji^Vhat while re-employing from the age 60 to, 
^3 not more than half of those in position 
^are re-empioyed. At the time of second re- 
3|*'cmployment from the age of 63 to 6S, the 
^percentage can be brought down to 2S. 
^(Dttails in regard to these matters can be 
^worked out.) The intention behind these 
^proposals is to ensure a cmain measure of 
1^ selectivity. A non-selective method, as 
4 followed at present in certain places, makes 
for low, if not negative, performance. 

VIII 


t The Foie of the Central government in get- 
' ting higher scales of pay accepted also re- 
, quires to be considered. Beginning with the 
i i^cond Five Year Plan and ever since the 
I establishment of the UGC, sustained 
I attempts have bnn made to upgrade the 
I scales of pay at the university and college 
i level. Despite some avoidable mistakes and 
p a few misjudgments, it has more or less got 
J established that teachers at this level have 
I been underpaid all these decades and, 

I furthermore, they require to be put on the 
^ same plane as Class I officer of the govern- 
I meiit and even better. 

) Over the years, scales of pay have been 
I revised on a number of occasions. The 
I Central government has paid as much as 80 
; per cent of the additional expenditure to 
! state governments for a particular Plan 
period. More than anything else it was this 
factor which persuaded state governments 
to accept the revised scales of pay. In a few 
cases they were stubborn about it and the 
teachers had to adopt trade union methods 
in order to achieve the objective. In a couple 
of cases, the states have refused to fall in line 
with the all India pattern and there still are 
minor differences between what the UGC 
recommended and what those states have 
agreed to. All said and done, therefore the 
role of the Centre has been crucial. The 
question to ask is if it can continue to be so. 

To continue with the existing practice 
would amount to under-writing the ineffi¬ 
ciency of the existing system and also persist 
with the unthinking and unrewarding way 
in which colleges have continued to be 
established. More than anyone else, it is the 
state governments and the universities work¬ 
ing under them which are responsibte for the 
present state of affairs, exempliHed in the 
proliferation of substandard colleges. As is 
widely recognised, almost one-third of these 
colleges are non-viable If it is this non- 
functioning sector of education which re¬ 
quires to be promoted, there could be no 
reason for a change in the existing policy 
But if a change in the situation is called for. 
It would be necessary for the Centre to 


reconsider its policies in this respect. 

Perhaps the more rewarding thing to do 
for the Centre would be to uke on a greater 
role in respect of (a) autonomous colleges. 

(b) post-graduate colleges wherever they 
comply with the UGC requirements, and 

(c) professional colleges which impart 
education in medicine, nursing, architectuic; 
engineering and such other areas. These 
categories of institutions are not receiving 
the kind of attention that they should. In 
the field of medicine one-third of the col¬ 
leges are to put it bluntly, sub-standard. In 
the field of engineering 30 per cent of the 
teaching jobs are lying vacant and qualified 
and experienced persons are not prepared to 
come forward and occupy these jobs. It is 
not that suitable penons are not available. 
In fact, we are exporting a lot of trained 
manpower. The more pertinent explanation 
is that the emoluments given by thm institu¬ 
tions are so unsatisfactoiy that the right kind 
of people do not feel attracted. 

So far the policy has been to trut all these 
jobs at par with one another. Tltis approach 
looks increasingly untenable now In the 
field of medicine, there is the system of 
giving a non-practising allowance. Is it not 
possible to have something similar in the 
field of engineering? Though consultancy is 
often allowed in engineering and similar 
institutions, teaching jobs requite to be made 
more attractive in other ways also Whatever 
be the details that are eventually worked out, 
it should be recognised in principle that 
wherever additional incentives ate required 
those must be allowed for lb insist on con¬ 
tinuing with the old and somewhat dis¬ 
credit^ structure is not going to help. 

IX 

In conclusion, the argument advanced 
here may be summed up in the following 
words. One, in terms of, total strength, 
teaching is the single biggest profession in 
the country. Therefore, the salary structure 
of the profession is a matter that ought to 
be decided on its own meriu rather than only 
on the analogy of what is paid to other 
employees by the government. 

IWo, while it will take some years for this 
perspective to get accepted, for the present 
decisions have to be made with reference to 
what other employees are paid. 

Three, in respect of the last revision of 
scales of pay in 1973-74, the principle of 
parity with Class I service was established. 
Till such times as the new perspective comes 
to be accepted, there is no choice except to 
operate within the terms and categories 
already laid down 

Four, preparatory to the new perspective 
of salary structure to be foilo^ in the 
sector of teaching as a whole being accqited, 
the basis of calculation in respect of the 
teaching profession should be determinauon 
of wages on an annual basis rather than on 
a monthly basis. Once this basis is adopted. 
It would become possible to insist upon com¬ 


pliance with the guideline to teach for the 
required number of days and observe appro¬ 
priate working hours as also establish a clear 
distinction between vacations and hoiidi^ 

Five, based on academic grounds, a dear 
distinction should be established as amongst 
various levels of teaching. Post-graduate 
teaching is not the same as undergraduate 
teaching nor is undergraduate teaching the 
same as high school teaching and so on. 1b 
accept these distinctions, however, should 
not be an ^ument for wide disparities 
amongst various categories of teaching. Im¬ 
parities are p«fectly in order but these 
should not be so wide as either to depress 
the morale of the profession or to sump a 
particular category as being inferior or less 
than worthwhile: Every level of teaching has 
its own strength and weakness in respect of 
aptitudes and capabilities. Those must be 
recognised and expressed in financial terms 
also. 

Six, the practice of having long scales of 
pay IS self-defeating and requires to be given 
up. Instead, every scale of pay should run 
from six to eight years and the total span 
to be covered in the career of a teacher 
should be about 30 years. There would be 
some exceptions either at the beginning or 
at the end of the career of a teacher. In both 
cases those cases would require to be accom¬ 
modated into the salary structure that is 
established for everybody. 

Seven, every teacher who is thought to be 
flt enough to be recruited into the profes¬ 
sion should be able to rise upto 7S per cent 
of the top of the last scale. At the same time, 
there should be avenues for accelerated pro¬ 
motion so that well endowed and well 
motivated individuals can reach the top 
more quickly than others. 

Eight, while moving from one scale to 
another there should be a mandatory pro¬ 
vision for assessment. If assessment is 
adverse to the candidate, he should not be 
denied the higher scale of pay (barring of 
course the last scale of pay); only he should 
have to wait a little longer than others. 

Nine, incentives and disincentives have to 
be a part of the system, lb conceive of a 
system where everyone would keep on 
moving from one scale of pay to another 
regardless of his performance would be both 
anti-academic and unrealistic In order to 
cope with such of tlw situations that can and 
do arise, provision for compulsory retire¬ 
ment at the age of 60 should be a part of 
the total system. Similarly, extension beyond 
60 years of age should depend only upon 
performance at the professor’s level. 

Tbn, the special ne^ of hi^y specialised 
faculty should be given due recognition. In 
the phase into whidi higher education is now 
entering, it may not be possible or advisable 
for the Centre to keep on supporting revised 
wage structures in the case oY ail teachers. 
There is, however, a good case for doing it 
in the case of those working in the profes¬ 
sional area. 
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THE first thing that strikes one when going 
through this collection of valuable essays is 
that 1G Patel, in whose honour the volume 
has been published, remains inconspicuous 
throughout. There are occasional references 
tOk or quotations from his speeches, but there 
are no long biographical details or attraipts 
at evaluation of his ideas. Even an ungar¬ 
nished list of the positions held by Patel will 
take several pages. Unfortunately, he has not 
written much, but he has given a large 
number of speeches and special lectures. 
Some of these are available in the Reserve 
Bank of India Bullelin. but, in general, they 
he scattered in various forms. While a 
festschrift is welcome; some publisher should 
take the initiative in bringing out a collec¬ 
tion of all the lectures and occasional 
writings of Patel, whose experience in 
economic management covers the entire 
planning era of the Indian economy. 

The editors of the present volume have 
brought together a number of keen students 
of India’s economic development, including 
a few civil servants. One misses V K R V Rao, 
K N Raj, S R Sen. Sukhamoy Chakravarty. 
B S Minhas, Ashok Mitra and Manmohan 
Singh, but those whose writings have been 
included are economists who have gone deep 
into the subjects covered by them. There are 
one or two exceptions, but it is impossible 
to expect that everything would be of the 
top-ranking quality. 

The editors have divided the twenty essays 
into four parts—six coming under “Indian 
Perspectives", six under “Theory and Policy”, 
three under “The International Environ¬ 
ment" and five short ones written by a 
former Minister and four Civil Servants 
under the title “Economists in Government”. 
In fact, however, practically all the essays 
could come under “Indian Perspectives”, in¬ 
cluding even Amartya San's “The Concept 
of WsU-Being”, which really is very pertinent 
to policy-making in India. The editors start 
with a I^face describing briefly the contents 
of the essays and also trying to gKe a short 
review of Kiel’s influence on policy. There 
is no so-called “Keynote Paper” which sets 
out the whole perspective. B N Datar’s essay, 
with which the volume begins, starts well in 
describing the background of planning in 
India, but after having raised high hopes, 
stops suddenly at 1966. If, as he says, we 
came “back to square one” at the end of the 
Hiird Plan, one feels tempted to ask ques¬ 
tions about the location of the square in 
which India Hnds itself in the eighties. 

The second essiv tV Dharma Kumar 
precludes any critical review by her describ¬ 
ing it at a “view from the audience^’, but it 


was a viewpoint of its own. She finds in our 
plan documents phrases losing *ail life with 
frequent re-c>cling”, a “faltering of self- 
confidence” and the *and of a national con¬ 
sensus”. According to her, mistrust in the 
statements of government spokesmen “is 
often replaced by a credulous trust in 
pundits, especially economists, and most 
particularly gloomy ones”. The case 
mentioned by her of a foreign economist 
who had found that agricultural growth had 
benefited the poor, reminds one of the 
Bengali lady who took a day-trip to 
Stratford-on Avon and then became an 
expert on Shakespeareana. Against one 
foreign opinion, several other foreign 
opinions can be cited, but that is not the 
point. The benefit to the poor can be ap¬ 
preciated only after a full empirical study, 
area by area, income-class by income-class. 

Probi fcMS OF Feasibility 

Knit Parikh comes to the central point 
when he argues that “planning in India has 
evolved to ensure efficiency of allocation of 
resources to different sectors, but not to 
ensure the operational feasibility of plans”. 
After giving a brief account of the back¬ 
ground models of the successive plant (up- 
to the Sixth), he points out that the models 
did not have “endogenous generation of 
income distribuuon”—a serious failing when 
emphasis is put on poverty aileviation. And 
then there is the qumtion of feasibility, when 
the complex “behavioural responses of the 
private economic agents” can make the fine- 
tuning of resource-allocation break down. 
There is an interesting simulation study of 
the inter-dependences in the farmers’ supply 
responses under alternative policy assump¬ 
tions regarding pricing and fertiliser 
availability, showing that the farmeis' 
responses to the relative prices of outputs 
and inputs are significant. And, finally, he 
comes to corruption, loopholes, inconsisten¬ 
cies, unlicensed capacities (regularised in due 
course), smuggling of luxury goods and all 
that. One would accept the premise that 
“planning and policy-formulations have to 
be integrated in a general equilibrium 
framework”, but here Parikh sends the 
readers back to the problems of feasibility. 

An excellent piece of empirical study is 
S J Patel's “India’s Regression in the IMarld 
Economy”—a subject on which he has been 
writing for quite some time Depending 
largely on the data provided by the interna¬ 
tional bodies, he shows that except for 
population growth (in which there is a 
marginal change only), India suffered very 


sM'ious retrogression in all other indicatoi| 
over the poiod 19S0-80. In foreign trade; fo: 
example; Ihdia’s share in the world trade 
from 2 per cent to O.S per cent and its posit 
tion even among the Third World countries 
remained at a distressingly low level. In thd, 
field of industrial output, India accountedi 
for 1.2 per cent of the world total in 19501 
and only 0.7 per cent in 1980. It fell from| 
the tenth place in the world ranking to- 
the twenty-seventh place. What is moiti 
remarkable is that its share in the Thirdl 
World’s total industrial production fell from| 
12 per cent to 4.6 per cent over the thirty! 
year period. I 

After pointing out the limiutions, Patel) 
has also entered boldly into’an exercise on J 
comparative productivity levels in India,, 
vis-a-vis other developing countries and the j 
world as a whole in 1975 and has come to J 
two telling conclusions: First, productivity > 
per person in India is less than one-fifteenth 
of that in the Western countries and, secondly; < 
it is less than half that in developing coun¬ 
tries taken as a group. The sharpest contrast { 
is that between China and India. Patel's | 
Ikble of China-India comparison of selected | 
indicators shows remarkable increases in j 
Chinese production of meat, eggs, radio 
receivers, paper, crude petroleum, natural ; 
gas, cold, cement, fertilisers, pig iron, steel, i 
copper and lead, with declines in some items 
IiIk milk (and also the third-level enrolment { 
of students). It is regrettable that Patel has ) 
simply rais^ the relevant questions on the . 
Indian retrogression, but has not sought ai^ 
answers. There is a fairly large amount of 
literature on the subject now. It would have 
been interesting to know Patel’s reactions to 
the results of these later studies. 

H K Paranjpe writes on the MRTP Act 
and its working during 1970-83. He gives a 
fairly detailed history of the background of 
the MRTP Act and of the establishment of 
the MRTP Commission in 1970. He then 
proceeds to an analysis of the way in which 
the work of the Commission was thwarted 
by the government’s lack of seriousness, 
sometimes by wrong official decisions and 
later by the failure to implement some of the 
positive recommendations of the Sachar 
Committee of 1978. The question of the 
relative powers of the Commission and of 
the government has never been tackled with 
understanding and the result has been that 
the Commission has been increasingly 
demoted 

Daia Gaps 

The short essay by A Vaidyanathan on 
“Data Improvements and Policy Makers” 
should be made compulsory reading for all 
economists, statisticians and econometri¬ 
cians While he recognises the improvements 
in our data-base and the value of the work 
done by the different bodies working at the 
ground level, he finds that “large gaps 
remain; the reliability of data for several key 
aspects of the economy continues to be in 
question; users cannot get the data they 
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e t, when they want them; lags in proces- 
and dissemination persist; and there is 
^^idable waste in the collection and use of 
pata”. He draws attention to the often- 
ilbigotten fact that about one-third of our 
[GOP estimate is derived, not from produc- 
i^n data, but “indirectly on a variety of 
<anumptions and partial information”. And 
^the estimates of production in the livestock 
'sector, non-factory industry, internal trade, 
:and unorganised transport and personnel ser- 
' vices are not reliable. Even the production 
data on crops and factory outputs are 
sometimes incomplete and inaccurate. And 
after all this, it is natural that our estimates 
of savings, capital formation and their 
sectoral distribution would be unreliable. 

The result is that government sometimes 
formulates policies on certain expectations, 
but there is no “feedback as to its actual 
impact”. And at the other end, the data 
that are collected are not effectively used. 
Yiidyanathan goes into a detailed examina¬ 
tion of the deficiencies of the NSS data 
collection, processing and delays in tabula¬ 
tion. If he had looked into the way in 
which monetary policies are framed on the 
basis of inadequate information, his conclu¬ 
sions would have been stronger. Finally, 
Vaidyanathan openly states that “there is a 
general propensity in the government to 
supply as little information as possible, 
minimise the information formally kept on 
record and, on occasions, even to falsify 
information”. Any private researcher who 
has tried to obtain detailed information from 
the government will confirm Vaidyanatban’s 
accusation. Private research workers are 
always treated with unceremonious indif¬ 
ference, unless they happen to come from 
abroad. 

The second part on “Theory and Policy” 
starts with V V Bhatt’s essay on “institu¬ 
tional Framework and Public Enterprise 
Performance'’. He examines the experience 
of a number of countries and it is easy in 
theory to accept his conclusion that 
“mechanisms for decision-making with 
regard to top management tasks that are 
shared between the government and the 
enterprise need to be institutionalised in a 
manner that stimulate, the learning process 
and avoids ad hoc unprincipled government 
intervetition in decision-making relating to 
operational and technical matters”. The only 
difficulty is that one does not know how the 
institutionalisation is to be carried out. And 
as Bhatt admits, there is the conflict between 
development imperatives and distributional 
pressures. These distributional pressures do 
not relate to social pressures for equity, but 
to pressures within the firm—which may 
result in increasing the degree of inequality 
in the society as a whole. Comparisons with 
South Korea or Austria do not always show 
the right way. The “pre-conditions” set down 
by Bhatt for successful public sector opera¬ 
tion including “an ideology that provides a 
powerful motivation for group effort and 
Idirning through convergence of goals and 


expectations” can only lead to moving 
away from public enterprise in India. The 
rationale has to be sought etsewheie, but 
what Bhatt says about the relation between 
government and public sector enterprise 
deserves full consideration, even though one 
would not accept the advice to “let the 
capitalistic spirit and motivation have full 
play”, i e, to solve the public enterprise pro¬ 
blems by practically eliminating the sector. 

It is somewhat difficult to place Deena 
Khatkhat^s paper on “Measuring Expected 
Real Interest Rates”. Irving Fisher’s distinc¬ 
tion (made in 1896) between the nominal 
and real rates of interest has never ceased 
to be important and there has been a lot of 
literature on the need for maintaining 
positive real rates. When however one comes 
to the expected real rates, there are two 
problems—one related to the expected 
money rates and the other to the appropriate 
deflator. Khatkhate has explained the 
theoretical problem very ably, but expecta¬ 
tion is an elusive concept in any practical 
programming. The author has not gone so 
far as to base his analysis on “rational 
expectation” to fortify a new classical set of 
conclusions. About the deflator, he has 
lightly pointed out that the wholesale price 
index, the consumer price index and the 
GDP deflator each has its limitations and 
that while in most countries the consumer 
price index is used, this index gives a high 
weightage to the prices of services. 

He has taken a number of countnes as 
illustrative cases and has sought to find the 
relation between the prices of non-durable 
goods and stock prices in three countries— 
Brazil, India and Korea—but no positive 
conclusion emerges. His final conclusion is 
rather tame—aiming at the attainment of a 
desired rate of interest by setting “the money 
rate to be equal to the growth-target plus the 
targeted rate of inflation in the medium 
run”. This merely shifts the problem of 
expectation from one level to another, 
because the “targets” are also in fact 
“expectations”. Many mote questions arise. 
Why should the growth-target be an impor¬ 
tant factor here? Which among the many 
money rates ruling in the market is to be 
“set” in this manner? Is it possible that the 
household saver (who is not subject to the 
money illusion) uses his own consumer price 
expectations when deciding to save through 
financial assets? And, finally, it is also con¬ 
ceivable that the individual entrepreneur is 
not concerned with the real interest rate as 
such, but with the expected share of his in¬ 
terest cost in his expected gross revenue, or 
gross operating profits. For macro-economic 
planning, there does not seem yet to be an 
escape from an arbitrary choica The Indian 
plans however, ate made at constant prices 
and the question of a deflation does not 
arise. Presumably, constant prices include 
the price of credit. 

If Everyone behaves 

The next four essays constitute an 
integrated set with IVtul Streeten's "What 


Price Food?” presenting all the main issues, 
starting from the “fundamdhtal dilemma” 
between high prices to induce production 
and low prices to stimulate consumption and 
then moving on to the “secondary dilemma” 
between food production and the provision 
of resources for the rest of the economy- 
representing savings for investment in 
industry, foreign exchange and tax revenue. 
There are obstacles and pressures In recon¬ 
ciling ali this—some technical, some 
historical and some political. Streeten 
enumerates five objectives and two con¬ 
straints. The objectives are allocational 
efficiency; aggregate economic growth; 
poverty alleviation and other social goals 
including employment creation and elimina¬ 
tion of hunger, malnutrition, etc; national 
food security; and pohticai imperatives. The 
two constraims are obviously the budget and 
the balance of payments. 

The objectives are not mutually exclusive 
and many permutations are possible Streeten 
studies in fair detail the supply-responsive 
of foodgrains, but does not put adequate 
emphasis on the need for land reforms— 
though the initial structure of land distri¬ 
butors is referred to In regard to guidelines 
in determining agricultural prices, he sug¬ 
gest the keeping of cereal price “in line with 
an estimated trend of future world prices”, 
but that only shifts the difficulty. The ques¬ 
tion of subsidies comes in and Streeten 
recommends a system of “deficiency 
payments”, or subsidies to the farmers 
according to the value of the output. The 
whole discussion is kept at a general level, 
but the Indian case is surely in Streeten’s 
mind. Some of the recommendations require 
detailed working out, e g. that “care must 
be taken that the higher prices are not com¬ 
municated to the rest of the system through 
higher wages and higher mark-ups on 
industrial goods”. In two'flnal sections, he 
examines the income distribution problem 
(rise in food prices reducing the real incomes 
of poor food buyers) and the problems of 
poverty and malnutrition. Ways are sug¬ 
gested to protect the "poor in the transi¬ 
tion”—though gram imports and through 
selective subsidies and rationing. He em¬ 
phasises the difficulty of making subsidised 
food reach all the poor and only the poor. 
The Indian policy-maker has to think 
seriousiy about the efflcacy of the urban 
statutory rationing system. 

Streeten’s wide-canvas but fine-brush 
analysis prepares the ground for Jagdish 
Bhagwati’s simple theoretical exercises on 
“Food Aid, Agricultural Production and 
Welfare”, examining the Schultz thesis that 
food aid might have disincentive effects on 
the recepient countries agricultural produc¬ 
tion. Ilie common transformation and 
utility curves are used—with the former shif¬ 
ting horizontally as a result of food aid (all 
agriculture including food is treated as 
one homogeneous oomnuxiity) and with the 
help of the usual demand-supply curves 
(induding perfectly inelastic supply). It is 
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shown that food aid increases welfare but 
may reduce domestic production. If however 
the supply curve is independent of the aid 
provided, there will be no “goofing ofF’ 
effect (the slackness in organisational ciTort 
resulting from the availability of aid). All 
is well, if everybody behaves. 

The simple models are then extended to 
the case of “conditionality”, cnfordng 
maintenance of food output or ensuring 
matching increases and to the putty-clay 
model under which the distortion caused by 
food aid continues even after the aid 
has been withdrawn. And situations may 
develop with “immiserisation effects”. 
Further complications are introduced when 
there is a grant element in the aid (which 
may be 100 per cent, or may include local 
currency repayments) and there arc third 
party reactions to be considered. Bhagwati's 
example is that of PL 480 sales of wheat to 
India affecting Thailand’s market for rice, 
or of long-staple cotton sales to India 
impinging on the markets for Egyptian cot¬ 
ton. The simple models do not necessarily 
lead to specific policy conclusions, but 
Bhagwati has made the basic inter-relations 
clear. 

This, in Its turn, has prepared the ground 
for Amartya Sen’s essay on “The Concept 
of Well-Being”. By now Amartya Sen’s 
welfare-theory has become extensively ap¬ 
preciated. Decades ago, teachers of 
economics used to ask their first-year 
students to distinguish clearly between the 
usefulness of a commodity and its utility or 
want-satisfying power. For the former, 
external criteria are necessary, while, for the 
latter, the only criterion is subjective. Sen 
goes much futher. He is concerned with 
five distinct notions: (a) a good, (b) its 
characteristics or uses, (c) the functioning 
of the consumer, (d) the capabilities of the 
person and (c) utility. The “opulence” ap¬ 
proach emph.iMsf\ the first (more is 
necessarily better than less) and the “utility" 
approach only the last. Sen’s capabilities 
include initial endowments, entitlements in 
all farms, social arrangements, sex and age- 
structure and all that and he comes close to 
the “equality of life” approach which looks 
at infant mortality, expectation of life and 
literacy. “It is moie sensible”, he says, “to 
look for medical signs of undernourishment 
and nutrition-related morbidity and mortality 
than to first estimate personal food intake 
and then see how that relates to the assumed 
‘requirements’ (deeply problematic in terms 
of both economic methodology and em¬ 
pirical sense)”. 

The problem of designing an index re¬ 
mains. The PQOI index does not go far 
enough. The “basic needs” approach fails 
because commodity requirements cannot be 
derived uniquely from a specific set of 
capabilities—the same capabilities may be 
achievable by more than one particular 
bundle of goods. But when latge numbers 
are underfed and when the choice of com¬ 


modity bundles is severely limited, the 
policy-maker can perhaps go ahead even 
without waiting for an index of capabilities. 
Sen’s mixture of fine logic and social cons¬ 
cience is admirable^ but one requires some¬ 
thing on which to base the immediate policy- 
prescriptions. l^tha Dasgupta and Debraj 
Ray have approached the problem through 
what th^ call “An Economic Theory of 
Malnutrition”. A chun of arguments leads 
to the conditions of a Walrasian equilibrium 
and it is shown that “in certain ciicumstances, 
it is the inequality in the distribution of 
assets which is the cause of poverty and 
malnutrition and thus in turn (of) involun¬ 
tary unemployment”. Their equilibrium 
merges with the Arrow-Debreu equilibrium 
“only if the land distribution is sufHciently 
equal”. This comes close to Sen's thesis 
about initial endowments. 

By CiRACE of GATT 

The Third ftit begins with T N Srinivasan’s 
essay entitled “Development Strategy: Is the 
Success of Outward Orientation at an End?” 
His answer is in the negative and he sustains 
it with his own Emperical General Equili¬ 
brium (BGE) analysis, with simulated trade 
policy models for India and Bangladesh. 
Different “runs ’ are tried (with trade deficit 
and foreign aid, with trade deficit declining 
gradually, with food aid and with free trade) 
and these are compared with the basic 
reference run, as Kirit Farikh has done. The 
free trade run docs not give encouraging 
results and the rest of the work is also in¬ 
conclusive. Multi-country models are in¬ 
troduced and it is pointed out that “the gains 
from trade liberalisation are very small 
as a proportion of the GDP and that an 
equilibrium with freer trade need not be 
Pareto-superior to that with trade restric¬ 
tions”. His criticism of the EGE models 
(manipulated calibration, ruling out increas¬ 
ing returns to scale and imperfect competi¬ 
tion, static character, exclusion of en¬ 
dogenous technical change, etc) is thorough, 
but he still remains optimistic and sounds 
a little simplistic when he concludes that the 
developing countries should attack “the pro¬ 
tectionist impulses in developed countries by 
taking an active part in the GATT and by 
reducing some of their own egregious pro¬ 
tectionist barriers”. One only notes that the 
GATT has been there for more than three 
decades. 

The next two papers deal with the wider 
world of international finance. Jean Baneth 
in his paper “Development Debt and Dollars” 
holds that “like Humpty-Dumpty, the 
Bretlon-Woods system cannot be put to¬ 
gether again” and that the system contained 
within it the seeds of its own destruction. 
It is easy to say that “unless a substitute is 
found which can equally well satisfy all inter¬ 
related monetary and financial needs, the 
development of the world economy may also 
falter”, but one would have expected a set 
of concrete and complete suggestions about 



Misconceptions of Adjustments” gives f. 
good picture of the difficulties in the adjust': 
ment problem and rightly asks, “how far it’ 
the kind of adjustment now being under-' 
taken by the developing countries appropriaiif 
in the light of their own economic situation, 
as well as that of the world economy as 
whole? There is an apparent conflict between- 
the usual demand-management and thp! 
prescription of “supply-oriented adjustment; 
policies”. The IMF has reverted to the tradi«’ 
tional deflationary conditions and a tighteo-l 
ing of “conditionality”. There is no sym-| 
metry in the sharing of the burden and the ’ 
debtor countries are the guilty party, made< 
to bear practically all the burdens of' 
adjustment. 

The volume concludes with five e.ssay8 
covered by the title “Economists in Govern¬ 
ment: A Symposium”. Written by one fomw 
minister Chidambaiam Subramaniam and 
four senior civil seivanus—H M Patel, 
B J Nehru, I. K Jha and S Boothalingam—. 
all of whom wcie economic policy-makers at 
one time or another (L K Jha, of course^ still 
continues to be a respected adviser), the 
essays are eminently readable, but that is 
about all that can be said about them. Civil, 
Servants are essential and so are economists. 
B K Nehru does not remember Theodore 
Gregony and his LSE team, but Boothalingam 
does. P C Mahalanobis gets a cursory men¬ 
tion and Pitambar Pant’s name occurs only 
twice But one should not expect much from 
short pieces like these, and should accept 
them all as a delecuble dessert after a heavy 
meal. 

The meal is not only heavy, but immensely 
rich. The reader who goes through all the 
essays will find much to think over, whether 
specific ideas are acceptable or not. The 
reviewer can close only by repeating what he 
began with—someone should take the 
initiative in bringing together I O i’aicl’s 
papers and speeches. There were the early 
papers on monetary policy and on selective 
credit controls in the IMF St(ffJ Papers in 
1953-54 and there have been in the recent 
years a large number of lectures, some of 
which were published in the Reset ve Bank 
of India Bulletin. I here are others lying scat- 
tared here and there, but it will not be dif¬ 
ficult to locate them, if someone close to him 
will take up the ta.sk. That will be the most 
fitting tribute to one who has combined a 
firm grasp of economic analysis without 
going into abstruse abstiactions and a flex¬ 
ible sense for the changing realities of life, 
with a remarkable ability to adjust himself 
to political changes at the top. One cannot 
answer the hypothebcal question about how 
much he could have contributed if he had 
been in the academic field throughout, but 
one should be able to evaluate his contribu 
tions as the economist and adviser with 
perhaps the longest continuous experience 
in economic policy-making in India. 
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B&A 

the Premium 
Tea Company, 

Is all set to open 
Its doors... 


Exciting events are happening ,it B&A 

B&A Plantations & Industries Ltd a highly 
successful profitable Tea Company in the 
Group IS offering 4 00 000 Equity Shares of 
Rs 10 each at a premium of Rs 6 each linked 
with I 00 000-1 S% non conveitibie 
debentures of Rs 100 each 

Just look at the track recoid Its income 
was at Rs 315 37 lakhs for the full year m 
1983 84.IT IS NOW RS 465 34 LAKHS FOR 
THE FIRST NINE MONTHS OF THE CURRENT 
YEAR Profits before taxes Rs 51 05 lakhs for 
the full year in 1983 84 And Rs 76 94 
LAKHS FOR JUST THE FIRST NINE MONTHS 
OF THE CURRENT YFARI 

Reserves and surplus Rs 17 48 lakhs in 
1983 -84 RS 402 35 LAKHS IN 1985 86 

AN INTERIM DIVIDEND OF 15% HAS BEEN 
DECLARED FOR THE FIRST ^IX MONTHS 
AND ANOTHER SIX MONTHS TO GO WITH 
A HIGH LEVEL OF PROFITABILITY 

B&A IS now stepping up tea production 
from the present level of 2 million kgs to 2 5 
million kgs per annum 

B&A IS now poised for exciting growth in the 
packaging and brewery fields 

INITIALLY B&A IS OPENING ITS DOORS 
IN ITS HGHLY SUCCESSFUL AND 
PROFITABLE PREMIUM TEA COMPANY 

Soon opportunities will come your way in 
the other Companies in the Group 
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China: Catching Up with the West 

N KrUhnaji 

China: Long-term Development laauea and Options, a World Bank 
Country Report, Johns Hopkins, 1985, pp xiii + 183. 


ONCE there was Mao's China. Now there 
is Deng’s China. The two are different in ail 
basic respects. At any rate ‘People’s China’ 
is perhaps a myth. Mao’s China is history. 
Deng is interested in cats that catch mice. 
So is the World Bank, in an altogether 
different sense. The Bank is happy with 
Deng’s policy of economic liberalisation—it 
ought to be called, Chinese style, the great 
liberalisation—but wants more and more of 
it in all spheres of the economy. 

“China’s ultimate economic objective'’, 
says the World Bank Report, “is to catch up 
with the developed countries’*. We do not 
know if and when China will so catch up 
but it is certainly a distant goal—admittedly 
the ultimate one for the present Chinese 
leadership, never mind socialism. The more 
modest goal of raising per capita annual 
income from £ 300 in 1980 to $ 800 in 2000 
(requiring a growth rate of about S per cent 
per year) appears, however, to be feasible. 
Indeed the Report is about this feasibility 
and its mechanics. 

N(H a week passes without glossy American 
magazines like the International Business 
Week reporting the Japanese-type of mira¬ 
culous growth rates in China after Mao: 6 to 
7 per cent in agriculture tmd IS to 20 per 
cent in industry, year after year. (The call is 
now, the reports say, for a slowing down of 
industrial growth because the commensurate 
expansion of power and other mfinastructural 
facilities is booming increasingly difficult.) 
Chinese statistics are inscrutable but even 
after judicious discounting the growth rates 
will no doubt remain impressive. The only 
question is whether such high rates can be 
sustained over a long period. 

The Bank has, unfortunately, not analysed 
carefully how the post-Mao rapid growth, such 
as it is in statistics, has come about, much les.s 
whether it can continue. We are left with the 
impression that the production responsibility 
system in agriculture (‘privatisation’, follow¬ 
ing the practical dismantling of the com¬ 
mune system of the Mao era) combined with 
price reforms—entailing free play of market 
forces to a significant degree, absent before 
—is largely responsible for such growth. 
Perhaps it is so. But the glossy magazines 
have begun to report that the benefits of 
privatisation are levelling off and that 
r Ujp'icuUural growth cannot be sustained at 
,ythe present levels given various agronomic 
.. and technological constraints. 

, For the Report, however, alt that matters 
'' is the equation between savings and growth, 
the touchstone of all economic planners. 
China has arguably one of the highest saving 
, Fates (“matched only by Japan and the East 


European socialist countries’’), and with 
reasonable assumptions about the capital- 
output ratio and its likdy change, it is not 
difficult to demonstrate the feasibility of a 
S per cent growth rate. Indeed, the report 
notes that from t9S2 to 1982, “despite 
relatively rapid population growth and 
periods of economic mismanagement, per 
capita national income grew at an annual 
average rate of 4.0 per cent, with phases of 
significantly faster growth”. With better 
economic management—a presumed con¬ 
sequence of liberalisation—and population 
control through coercion, simple macro- 
economic projections understandably yield 
satisfactorily high rates of growth. (We in 
India arc blessed with a high saving but a 
low growth rate, but that is a different tale.) 

The Report is in some respects indistin¬ 
guishable from the products of Yojana 
Bhavan, especially in style and rhetoric. It 
is based on a 20-sector input-output model 
with three different sets of projections named 
‘Cjuadruplc^, 'Moderated and 'Balancd', involv¬ 
ing different rates of sectoral growth. 
“Although all ot them lie within the range 
of international (including Chinese) ex¬ 
perience, they span a fairly wide range of 
possibilities both for policy and for factors 
beyond government control” (p 34). Input- 
output tables allow such experimentation 
with a “wide range of possibilities” and each 
experiment “reveals a number of specific 
questions and problems” (ibid) of much 
interest to plant modellers. Indeed, since the 
Report under review is only a summary and 
is supplemented by six other volumes and 
in addition 9 background papers, it must be 
assumed that the models have all been 
worked out in great detail. It is not possible 
in this short review to discuss the detailed 
results of these models. 

The major plea of the Report is for all¬ 
round price reform and a bigger role foi 
markets. This, we know, is the standard 
World Bank recipe for growth, development, 
reduction of poverty and indeed every con¬ 
ceivable socio-economic problem. The 
message is repeated in different ways in 
several chapters (possibly because the 
chapters have been written by different 
members of the Bank ‘mission’ which visited 
China). I^t us give an example: 

1 he government is well aware of the need 
to establish economically rationid prices, 
without which the decisions of independent, 
pront-oriented enterprises would often be in¬ 
efficient foi the whole economy. The govern¬ 
ment also recognises that this roust be 
accomplished by changing the price-setting 
system to give market supply and demand 


forces a greater role, and not only by 
administered changes in prices set by the 
state, which tend to lack the flexibility, com¬ 
plexity, and precision needed in a modern 
economy. The prices of many minor items, 
and of some transactions in nutjor items, 
have already been succesfully decontrolled. 

Further progress in this direction is 
impeded by chronic shortages of many 
goods. It is feared that these shortages, if 
prices were no longer subject to direct state 
control, would cause general price inflation, 
as well as obstructing the allocation of 
materials to key projects. For this reason, it 
is often argued in China that further price 
decontrol should be postponed until rising 
production has eliminated most of the 
shortages, 

Soviet and East European experience 
suggests, however, that chronic shortages are 
not the temporary result of inadequate pro¬ 
duction capacity, but an enduring feature of 
administrative economic management, which 
can be eliminated only by systemic reforms, 
including price decontrol. This view is 
supported by China’s experience in the past 
few years, especially in agriculture, where 
relaxation of direct controls has turned long¬ 
standing shortages into abundance The same 
could happen in industry. Increases in 
specific prices could eliminate specific 
shortages by stimulating supply and leducing 
demand. These price increases, moreover, 
would tend to reduce purchasing power over 
(and hence the prices oO other goods, pro¬ 
vided that the government kept strict control 
ot the budget balance and credit (pp 10, II). 
Whether such price reforms (and other 
types of ‘liberalisation’ suggested in the 
Report) will subvert the basic aims of 
socialism is of course of no concern to the 
Bank. (It is reported that Deng himself is 
not a bit worried about Marx turning in his 
grave.) 


Books Received 

“Health Hazards in Electronics: A Handbook” 
by Thomas H Cassert; Asia Monitor 
Resource Centre, Hong Kong, 1986; pp 411; 
US $ 10 + S 2.50 surface, S 10 -i- $ 11 by 
airmail. 

“Behind the Poison Cloud: Union Carbide’s 
Bhopal Massacre” by Larry Everest; Banner 
Pre.s$, Chicago, USA. 1986; pp 192; $ 8.95. 

“Mass Disasters and Multinational Liability: 
The Bhopal Case” prepared by Upendra 
Baxi and Thomas Paul, under the auspices 
of the Indian Law Institute; N M Tripaihi 
Pvt Ltd, Bombay, 1986; pp xii + 230; Rs 80. 

“Public Policy and Administration: In Memory 
of Professor P A James”, edited Iv 
M Kistalah; Sterling Publishers Pvt Ltd, 
New Delhi. 1986; pp xiv + 257; Rs 125. 

“The Hirn: From Poverty to Prosperity->A 
Reftiter to Gunnar Myra’s “The Challeqga 
of World Poverty” with Exposition of (Iw 
Economics of Dis-Inflation” by Samarjit 
Gborii; Best Books, Calcutta, IM6; pp 140; 
Rs 90.00. 
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The Teaching of Economics in India 

SukhamoY Chaknivarty 

This paper examines why the teaching of economics m India which attracts some of the very best minds has taken 
suih a fragmentars form when what is most needed is to impart a knowledge of appropriate tools and concepts for 
a better comprehension of Indian economic life and organisation The author also discusses what can constitute the 
most effectise uov of teaching economics in India 

1 


IHL problem' divide', into three parts 
Mhat we tcaLh how uc teai.h and what 
should be taught'’ 

The lirst vet of issues is apparently a 
descriptive one But onlv apparently 
Because the tcathmg ot an> organised body 
ot thought implies a certain set of pre 
conceptions regarding the intellectual terrain 
that IS sought to be explored along with im 
paiting knowledge oi the tools which arc 
nccessarv to carry out the project 

Economics was not taught as an inde¬ 
pendent discipline even at Cambridge, 
England, until the Tripos programme was 
explicitly reorganised in the early years of 
this centuiy Although Alfred Marshall’s 
“Principles of Economics” a great book and 
possibly in some ways the most significant 
book to emerge irom the marginal revolu 
lion ot the 1870s, was published as early as 
1890, the discipline was taught as a part of 
the moral sciences tripos, where eminent 
philosophers such as Henry Sidgwick 
actively paiticipated ' throughout the nine 
teenth century in England, economics, or 
better still, political economy was regarded 
as a subject which could be best studied only 
m conjunction with a study ot important 
policy questions and mostly outside the 
precincts oi Universities This is not to 
overlook the fact that Nassau Senior was 
appointed Prolessor of Political Economy 
at Oxford duiing the eighteen-thirties to 
ihc Drummond Chair and Malthus was 
appointed Professor at Haileybery College 
even carlici where the Last India Company 
niamtaincd a teaching staff to educate the 
led lilts to the Company 
It mas be also recalled that Captain 
Slc'cman who is known best in India for the 
suppiession of the Pindarics, was a trained 
economist and made an important contri¬ 
bution to the ‘glut controversy’' 

I he point behind mentioning these facts 
IS to indicate that even within England, 
whdc Ricaido had written an austerely 
deductive text which could lend itself to 
formal analyses of a systematic nature as the 
recent spate of work on Richardo like 
models amply demonstrates, people were not 
interested in ‘theories’ as such, ‘more 
geometrico’, but in the use to which they 
could be put in settling policy issues which 
occupied public minds * 

Throughout the continent of Europe, the 
situation was even worse from the point of 
view ot professionalisation of economics as 
a subject In Germany the ‘historical school’ 
which constituted a response to the hold 
exercised by 'classical political economy’ 
went to the extent of denying the autonomy 
of economics as a discipline They rejected 
the ‘monoeconomics’ claim made ^ the 


classical school and tned to demonstrate the 
‘historical relativism’ of much economic 
theorising which went in the name of 
discovering the so called ‘immutable’ 
economic laws' 

In France, deductive economic theory was 
practised by the gieat Cournot but he was 
a Professor of Mathematics at one of the 
“higher schools ot learning” set up by 
Napoleon and wrote books also on calculus, 
probability and social philosophy Dupuit 
died as an engincci without any recognition 
as an economist Uaving aside these great 
exceptions, the vast bulk of French econo 
mists taught within the Faculty ot 1 aw, a 
practice which was nearly universal all over 
the continent of Europe until recently 

In India, when the Economics Depart¬ 
ments were organised for post-graduate 
teaching which basically meant the second 
and third decades of this century, we fol 
lowed the example set by Britain, which, by 
that time, had moved over from 'jiolitical 
economy’ to ’economics’ Even then the 
degree of specialisation was low as the 
subject was taught m close conjunction with 
political philosophy and/or history At the 
M A level, economists were allowed to offer 
subjects outside pure economics ‘pioper’ for 
exposure to what were described as meigh 
hourly disciplines Universities like Lucknow 
offer^ a combined M A degree in econo 
mics and sociology, a rare exception during 
those days 

All this has greatly altered in recent years, 
especially during the sixties and seventies 
Economics is now acknowledged as a 
sovereign discipline, which only needs 
mathematics as a language, statistics as a 
mode of verification and history for possible 
illustration In practice, m the better teaching 
departments, students spend a lot of time 
in mastering the rudiments of mathematical 
analysis and in acquiring knowledge of 
elementary statistical analysis, generally 
stretching upto multiple regression analysis, 
using ordinary least squares Some univer 
sity departments have also got strong sub 
groups of ec 'nomic historians, although it 
IS not always dear how economic theory is 
used by them lor teaching economic history 
Important books such as Hicks’ “A Theory 
of Economic History” or Karl Polanyi’s 
classic such as “The Great IVansformation” 
are rarely, if ever, used for teaching purposes 
or even for seminar discussion * Max 
Weber’s work “General Economic History” 
based on his last delivered set of lectures is 
rarely, if ever, listed on any set of reading ’ 
Marx IS taught in special papers devoted to 
the history of economic thought which is 
opted for by a few students only What is 
worse IS that hts very profound insights into 
the functioning of early industrial capita¬ 
lism, best reflected in his Chapters on 
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‘Machinery and 1 arge scale Production’ in 
Capital, Vol 1, or on the genesis of capitalism 
in the Chapters on ‘Primitive Accumulation’ 
are not often discussed Even within the 
limned place assigned to Marxian economics 
within the history ot thought, emphasis is 
laid on the labour theory of value and its 
alleged inadequacies rather than on the 
analysis of the capitalist mode of produc¬ 
tion and Its dynamics 1 here are of course 
a couple ot papers which are devoted to the 
studv of Indian economic pioblems This is 
partly historv, partly description and partly 
a discussion ot current policy issues These 
papers often bear a tenuous relationship to 
what IS taught under the heading of ‘micro’ 
and ‘macroeconomics’ which constitute the 
basic contents ot the papers on theory 
Under the heading of ‘Indian Planning’, 
efforts are made to impart some knowledge 
ot post Keynesian growth models, important 
in their own right but of questionable 
televance to the Indian problems 
This veiy biiei description of the course 
content is meant to give a very broad idea 
ot what we teach Compared with what was 
taught during the late forties and early fifties 
major differences are to be found in the 
replacement of Marshall by Hicks, especially 
Hicks oi the “Value and Capital” incarna¬ 
tion and the insertion of a full paper on 
‘macroeconomics’ which replaces earlier 
courses on money, banking and business 
cycles Other than these changes, better 
departments offer training in certain tools 
such as linear and non-linear programming 
or an introduction to the study of difference 
and differential equations leaving out for the 
time being the proliferating areas of ‘econo¬ 
metrics' which in my University students 
appreciatively refer to as ‘tricks’ 
Replacement of Marshall by Micks as a 
prototype text imphes the lecogmtion of the 
theoretical primacy of ‘general equilibrium’ 
analysis But here a very fundamental 
difficulty arises Marshall's partial equili¬ 
brium analysts, despite and probably 
because of the simplifying assumptions, was 
much more of the concrete engine of dis 
covery of truth than Hicks’ book despite its 
great clarity of presentation and its apparent 
ability to unify a vast body of pure econo¬ 
mics ' More importantly, if allowance is 
made for the role ot time, for which the 
Marshallian apparatus allowed considerable 
scope, certain concepts essential for analy¬ 
sing economic change, such as the theory of 
‘quasi rents’, joint and supplementary costs, 
etc, could be put across with a minimum of 
technical sophistication Combined with the 
Chamberlin Robinson theories of monopo¬ 
listic competition, students were equipped 
to study problems of industrial structure, a 
study which is recently being revived in a 
highly mathematical dressing by high- 
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powered gwne theorists and mathematical 
economists. 

Difficulty with the present-day syllabus b 
that it deals with a timdess variety of general 
equilibrium analysis, which is apt to be 
sterile unless it is supplemented by a study 
of stability conditions. But stability analysis 
in a multi-market setting is of considertble 
difHculty and full of open questions and is 
generally left out of the teaching program¬ 
mes. So what the students get does not 
effectively amount to much more than an 
exercise in counting equations and un¬ 
knowns which does not help greatly to an 
understanding of the functioning of the 
economic system.* 

The only substantively rich addition to the 
traditional syllabus, which owes its im¬ 
portance more to the influence exercised by 
the planning-oriented part of the syllabus, 
is the theory of input-output analysis. This 
is an eminently important addition to the 
syllabus which has both a rich conceptual 
texture as well as empirical relevance. 
However, even in this area, there are major 
deficiencies of teaching arising largely from 
the fact that neither its conceptual formula¬ 
tions nor its empirical possibilities are fully 
explored. Moreover, instead of emphasising 
its robustness for analysing practical pro¬ 
blems. emphasis is placed on showing it as 
a special case of Walrasian ‘general equili¬ 
brium’ analysis, a proposition w.<.ch is ques¬ 
tionable when we come to dynamic input- 
output analysis.'" 

Important difficulties are present in the 
way macroeconomics is studied. Most syllabi 
deal with macroeconomics as a variant ol 
what Coddington once called ‘hydraulic 
Keynesianism’ which corresponds neither to 
what Keypes himself wrote in “General 
Theory’' nor to the present stage of debate" 

As a result students are mostly left to their 
own devices to make sense of problems of 
stagflation. Instead, they are given some 
kind of exposure to the recent revival of 
qua’-tity theory of money, once spearheaded 
^ Milton Friedman and now largely taken 
over by the 'rational expectations* school of 
thought, whose main purpose is to demon¬ 
strate that government policy cannot im¬ 
prove things. 

International economics is currently an 
area where on the monetary side a great deal 
of work is at the moment going on. In 
addition, a rigorous study of multinational 
corporations, which involves a mixture of 
location theory, problems in the theory of 
industrial organisation and also into some 
aspects of trade theory has been growing in 
scope and relevance. But this area has yet 
to find a place into most syllabi, whereas 
newspapers are habitually referring to the 
role played by multinationals replacing 
conventional ideas regarding ‘arms-length’ 
trade. Instead, students are regularly treated 
to a special course of lectures on the so 
called ‘pure theory of trade', which is a 
special case of the theory of general econo¬ 
mic equilibrium presented diagrammatically 
, but imparts essentially little additional 
insights, except to stress the good old rule 
of ‘comparative advantage*. Even here the 
, n-commodity case is rarely discussed. 


It would be interesting to inquire why the 
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teaching of the subjea whkh attracts some 
of the very best minds has t^n such a 
fragmentary form, when what is probably 
most need^ is to impart a knowledge of 
appropriate tools and concepts for a Mter 
comprehension of Indian economic life and 
organisation. 

I believe that we can offer three apptiently 
good leasom for this present state of affairs. 
First, we have the type of textbooks used in 
the University departments which rarely 
originate within India and. therefore, do not 
reflect Indian concerns. Secondly, there is 
the widespread desire for ‘catching up’ with 
the West from which even the best depart¬ 
ments are not exempt. The 'catching up’ 
syndrome takes the form of attempting to 
introduce the students to a levd of theorising 
for which the undergraduate training of the 
students rarely makes them well prepared. 
Further, given the time constraint within 
which teaching has to proceed and the size 
of a typical university department, the end- 
product inevitably leaves a lot to be desired. 
Thirdly, university teaching within India 
hardly attracts the type of people who are 
best motivated as well as equipp^ to handle 
a changing body of thought. Here again, 
there are important exceptions but un¬ 
fortunately they are not the rule 

But over and above these apparently 
adequate explanations, one has to take into 
account the current preconceptions of 
economics as a discipline. These are, in my 
opinion, just as important as the practical 
reasons given earlier. 

These consist of the basic assumption that 
economic theory is a science, displaying 
cumulative progress and that it can be put 
in an axiomatic form which is capable of a 
rich deductive development. Furthermore, 
insofar as uncertainty and time arc con¬ 
cerned which may seemingly distinguish 
economic life from physical life, the 
presumption is that they can be adequately 
dealt with by conventional tools of statistical 
analysis, supplemented by elementary forms 
of dynamic analysis. 

If these assumptions were valid even as a 
first approximation, then economics ought 
to be studied by much fewer sets of students, 
using only the latest texts, and students 
must have a very thorough grounding in 
mathematical analysis, probability theory 
and statistics. There are certain graduate 
schools in the US and also certain engineer¬ 
ing schools in France and departments of 
applied mathematics in Germany, where 
both the above assumptions and their full 
set of implications are accepted and im¬ 
plemented with some rigour. 

However, the moot point is whether such 
assumptions are acceptable or not. Let it be 
noted that it is not a simple question of 
whether we should educate our students into 
some knowledge of mathematics and basic 
statistics or not. Obviously we have to do 
that. The basic question is, at bottom, an 
epistemological one. 

What is it that we are expected to know 
when we are supposed to be studying 
economics? Adam Smith thought that 
economics was an enquiry into the causes 
of ‘Wealth of Nations’. Hicks has convinc¬ 
ingly argued that Pigou was asking the same 
question in his “Economics of ^Ifare”.'^ 
G Myrdal has put the question as the study 


of causes of poverty of nations. He waa 
largdy writing about India in his “Asian 
Drama”.'* If this were indeed the sccqw 
of economics, then obviously economic 
anal^is can hardly be axiomatised in a 
Euclidean mould and divorced from history 
and a study of institutions. The task of the 
economic theorist would be to devise a 
suitable model at ‘models’ for his times and 
climes. In fact, this was the view of John 
Maynard Keynes, which is evident from hit 
comments on Roy Harrod’s essw on the 
nature and scope of economics.'* 

In this interpretation, no *model’ hilly 
supersedes the other models. Thus, classic^ 
economics is not a primitive version of the 
present-day neoclassical economics. Despite 
Hollander’s recent attempts to the contrary, 
it would appear to me that Sraffa was essen¬ 
tially right in discerning in Ricardo’s work 
a specially ‘classical model’ based on 
assumptions of reproduction and viability.'* 
Classicai prices may also be viewed as dual 
to classical quantity models as Brody has 
also shown arguing from a Marx-Von 
Neumann point of view.'* Thus, while 
interpretative differences may persist among 
scholars, that the focus of the classical 
model was on problems of growth and 
distribution cannot be denied in my opinion. 
And correspondingly the proposition that 
classical theory -of natural prices was a 
derivative from the classical models of 
growth or as Brody (or Morishima) would 
put it, from theories of reproduction, static 
and expanding, cannot be too strongly con¬ 
troverted. This is not to deny that they also 
dealt with market prices, but in their opinion 
these rclfected essentially short-term forces 
operating in the economy. 

When we turn to the neoclassical model, 
it is possibly best viewed as the study of 
market as an analogue computer, which was 
incidentally the point of view adopted by 
Oscar Lange'* While Lange derived his 
initial inspiration from Barone who was a 
profound student of Bareto, one of the foun¬ 
ding fathers of general equilibrium analysis, 
and a highly original min^ Lange's approach 
is not the one which is generally put across 
to our students. Instead, the point of view 
that is put across is more the Walrasian one 
which is less pragmatic in temper and seeks 
to imitate the glories of classical mechanics. 
Debreu’s work is the culmination of this line 
of reasoning. Probably his work does to 
Walras what Hilbert did to Euclid. 

However, a study of the present day 
economic world, where prices no longer 
serve as parametric variables for extremisa- 
tion purposes and have acquired strategic 
overtones, leads one to an introduction 
of game theory, which is the branch of 
mathematical analysis which is currently 
capturing the attention of economic 
theorists working on problems of industrial 
organisation. 

while ‘game theory’ does provide an ap¬ 
proach, even to the study of economic 
institutions, 1 find it is not possible to accept 
the view that it provides the approach. There 
are not merely immanent difficulties such 
as the proliferation of solution concepts, etc; 
thoe are also important problems connected 
with how best to rake into account the role 
of ‘historical time'. In actual pnctici; games 
which have been studied in detail and used 
in some economic disciusion are Itighly 
special cases. While their power to illuminate 



spedfic problem situations need not be ques¬ 
tioned, in themselves they do not yet a<hi up 
to a convincing explanation of the basic 
regtdarities of economic life unless we resort 
to situations involving an infinity of agents, 
a devise which may be helpful for mathema¬ 
tical purposes, but scarcely comprehensible 
to most students of economics." 

Ill 

This leads me to my concluding set of 
observations. What cah constitute the roost 
effective way of teaching economics in 
Incha? Indian economy is characterised by a 
conriderable extent of structural heterof^Kity, 
a feature of reality from which neoclassical 
economics usually abstracts. An exclusive 
emphasis on neoclassical ‘price economics’ 
is, therefore, likely to prove seriously 
misleading if the student is to understand 
better the processes of allocation, growth 
and distribution. This is not to argue that 
elementary laws of demand and supply do 
not apply in India. What it means is that 
to understand the operation of these forces 
one must clearly comprehend the structural 
features of the Indian economy. Traditional 
price theory embedded in usual versions of 
general equilibrium economics operates on 
two rules: (a) the rule of ‘free goods', com¬ 
modities which are in excess supply in 
equilibrium fetch zero price; and (b) un¬ 
profitable processes ae operated at zero 
intensity. In India (a) does not apply with 
regard to labour, bwause of what Joan 
Robinson once described as Marxian un¬ 
employment; (b) does not also apply here 
because there are no uniform markets for 
labour, capital (land and even commodities) 
because of the absence of requisite mobility 
and the very considerable requirements of 
‘search costs' which are implied in the rule 
ot ‘one pi ilc lor one commodity'. 

These difficulties mean that conventional 
models of equilibrium economics are not 
applicable without serious qualifleations. 
That does nui inean that we have an intellec¬ 
tual vacuum and theory has to be replaced 
only b> meic dcsLitpiion 

I believe that piiiiciplcs of social circula¬ 
tion of goods and scrv ices need to be taught 
in the beginning itself. I believe that input- 
output analysis in the broad sense, going 
back to Quesnay, deserves to be put at the 
centre of teaching along wit.h suitable con¬ 
sideration of ail relevant factors shaping 
final demand components. A mere choice 
theoretic analysis of individual optimising 
agents is inadequate for purposes of under¬ 
standing the role of demand, which is ad¬ 
mittedly a very important issue. But in this 
area we can ignore the insights of a Veblen 
or for that matter, of a social anthropologist 
like Mary Douglas, only to the detriment of 
our conceptual comprehension of these 
problems.'* 

We should also emphasise the fact that 
these input-output coefficients change, not 
so much because of price-induced substitu¬ 
tions, which may happen sometimes, but 
because of technological change. A study 
of factors shapii^ technological change 
deserves a prominent place in our cur¬ 
riculum. As we do not have any single com¬ 
pelling theory of technical change, econmnic 
history has to be brought in as an essential 


part of our teaching programme. 

The effea of technological change on the 
employment lituation was historically a 
most important debate in the history of our 
discipline, going back to Ricardo and much 
elaborated by Marx. Recently, John Hicks 
and Adolph Lowe in their respective analyses 
of traverse from one growth equilibrium tr 
another have revived the old analysis, which 
need to be discussed in our lectures and 
seminars on economic theory.^" 

Along with the study of ‘machinery ques¬ 
tion’, emphasis has to be put on certain great 
Smithian insights into the dynamics' of 
productivity growth, as Allyn Ybung em¬ 
phasised a long time ago.” These ideas 
have been recently revived especially by 
Nicholas Kaldor and their interpretative 
significance for growing economics cannot 
be ignored, especially Indian students.^ 

It should be clear from my observations 
that 1 am not simply pleading for a rejec¬ 
tion of theory or to a simple return to 
classical political economy. What I am sug¬ 
gesting is that we structure our teaching and 
research around certain relevant models of 
the economy. 

Dudley Seers once talked about the 
inhibiting effect exercised by study of the 
‘economics of a special case*.^’ By that 
term, he meant the corpus of thought which 
had developed in the North-West Europe, 
which took the lead in the industrial revolu¬ 
tion. He believed that we should get away 
from exclusive preoccupation with this 
special case. In his criticism, both classical 
and Marxian political economy would 
belong to the ‘economics of special case*. In 
a way this is right, but in another way, this 
can be also somewhat misleading. 

We must recognise the fact that institu¬ 
tional groundings of classical and Marxian 
political economy were especially strong, a 
point which O Lange also stressed very 
powerfully in his well known essay of 1933." 
However, it was not merely a descriptive pro¬ 
perty of classical models but also an intrinsic 
aspect of classical theorising that its choice 
of categories and concepts suited the times. 
American institutionalists who succeeded in 
amassing a huge quantity of data, were not 
equally successful. Veblen had many pene¬ 
trating insights especially on the role of con¬ 
spicuous consumption, etc, but he unfor¬ 
tunately failed to produce a conceptual syn¬ 
thesis. His followers did not do much better. 
Mitchell succeeded in' producing volumes 
which described the basic facts of cyclical 
fluctuation with considerable fullness of 
detail but did not succeed in isolating the 
dynamic interdependence which produced 
oscillations in economic life His penetrating 
insights into the nature and functioning of 
money-using economy along with his vast 
erudition did not enable him to come up 
with a theory of the ‘Great Depression* of 
the late twenties.^’ It was left to Keynes 
to develop a relevant macroeconomics for 
his time which although initially statie 
permitted fruitful development of dynamic 
analysis and also tools meant for effcaive 
policy formulation. Theorising is a creative 
act and cannot be legislated upon by 
methodologists.^ Smith, Ricardo, Marx, 
Marshall, Keynes, Schumpeter were all great 
theorists. Their analyses and insights were 


considerable but tiicy did not follow a single 
recipe for their creative work. This is because 
no such recipes exist. 

Under the circumstances, I believe that 
our students should be exposed to different 
analytical farmes embedded in the writings 
of those authors. That would constitute a 
powerful teaching in itself. 

This brings to my Tinal observation. Is 
economics more like natural science or is it 
more like ‘reasoned history’? I believe that 
it is a bit of both. This means that we 
need to face up to the full pomplexities of 
our amphibian science. While Vtelras is the 
most eminent practitioner of the first mode 
of reasoning, modelling his own work 
explicitly on Newtonian lines, Marx and 
Schumpeter were masters in theorising of the 
second type. We know, however, how much 
Schump«er admired Whiras for his architec¬ 
tonics and how much he admired Marx’s 
vision. Thus it is possible to see the possi¬ 
ble use and limitations of both. 

In our contemporary teaciiing of economics 
in India, we are today providing a second¬ 
hand version of a natural science paradigm 
as in itself constituting a vast improvement 
on what was taught thirty years ago, when 
I was myself a student at one of the well 
known centres of education in the country. 

While what we are offering today at the 
better places of learning is doubtless an im¬ 
provement, I doubt whether the nature and 
extent of the improvement is being pro^rty 
comprehended by our teaching fraternity. 1 
believe that this improvement owes a lot to 
the impact of planning on our teaching of 
economics. Planning especially since the 
Second Five-Year Plan has led to a much 
larger volume of accumulation of economic 
information as well as posed many substan¬ 
tive issues of policy.^^ Quantitative techni¬ 
ques have also gain^ sutetantial importance 
as a method of assessing the impact of plan¬ 
ning on the changing structure of the Indian 
economy. Systematic collection of data 
under the National Sample Surveys, based 
on probabilistic forms of reasoning, has also 
alerted the profession to a greater awareness 
of concepts such as variation, precision of 
estimates, etc.^' 

However, this improvement, welcome as 
it is, has been bought at a loss in terms of 
losing conuct with neighbouring disciplines. 
Sociology of development has only a very 
tenuous relationship with what we teach 
under development economics. Similarly, a 
study of the history of the discipline has 
been dropped from the curriculum on the 
ground that a mature science does not 
require that its history be taught to those 
who are initiated into its practices for the 
first time. There is some basis for this ap¬ 
proach in the teaching of natural sciences. 
Alfred N Whitehead once wrote that a 
science that hesitates to forget its founders 
is lost. By the same reasoning, we can easily 
seek to justify the neglect of the history of 
economics. 

The difficulty Is that Whitehead’s reason¬ 
ing cannot be extended to a subject like 
philosophy. As he himself wrote on another 
occasion, Western philosopl^ has consisted 
of a series of footnotes written to Plato’s 
dialogues. The amphibian character of 
economics to which we have already referred 
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imply economics cannot ever be 
fully assimilated to a natural science, 
aithough some aspects of economic life lend 
to such theorising. 

What I am, therefore, pleading for is that 
in teaching economics, we recognise the 
diversity of epistemoiogicai prospectives 
and in the process prepare our students 
much better for the study of Indian society. 

Both our syllabi as well as the method of 
teaching of economics, especially in the 
post-graduate departments will need altera¬ 
tions accordingly. Teaching requires teachers, 
if not textbooks. In producing teachers, we 
can utilise our re.snurces effectively if the 
M Phil programmes are restructured suitably. 
Possibly, the first item requiring our atten¬ 
tion would be to look at elementary economics 
from an advanced point of view, it is as a 
prolegomenon to such a study that I believe 
this paper may contribute to a limited extent. 


Notes 

[This is the author's C N Vakil Memorial 
Lecture, delivered on December 29,1985, at the 
Sixty-eighth Annual Conference of the Indian 
Economic Association, held at Gujarat Univer¬ 
sity, Ahmedabad.J 

1 It may be recalled that more than twenty 
five years ago, Joan Robinson, one of the 
most significant theorists of our time, had 
written on the same topic which was first 
published in Economic Weekly in I960. The 
article, ‘leaching Economics' is reprinted 
in Vol III of J Robin.son's “Collected 
Works", Basil Blackwell, Oxford, 1965. 

2 Although Henry Sidgwick is remembered 
mostly for his work on utilitarianism, even 
a glance at his book on “Principles of 
Economics" will show that he was a very 
important ftgure during the transition from 
Mill to Marshall. See Henry Sidgwick. 
“Principles of Political Economy", 1901 
(3rd Edn). 

3 See the interesting article which in part deals 
with Capuin Sleeman and the ‘glut contro¬ 
versy’, in Economic Journal, 1967, by 
R D Collison-Black. 

4 Starting with L L Pasinetti's major paper, 
'A Mathematical Reformulation of the 
Ricardian Model’, in Review oj Economic 
Studies, 1960, to the very recent collection 
edited by G Caravale’s "The Legacy of 
Ricardo", Basil Blackwell, 1985, we have a 
clear demonstration of the great fecundity 
of Ricardo’s economics, as well as of its 
obscurity. 

5 1 am leaving out here Von Thunen whose 
book ‘Der Isolierte Slaat’ had a profound 
influence on Marshall, as the latter 
acknowledged in his ’Principles’ or Gossen 
whose work was unread during his lifetime. 
Gossen has recently been translated into 
English. See H H Gossen, "Theory of 
Human Behaviour" the M IT Press, 1984, 
with an introduction by N Georescu 
Roegen. 

6 Hicks’ book. ’’A Theory of Economic 
History" is important especially for 
understanding the role of the ’merchant’ 
and his impact on the development of 
economic theory. See J R Hicks, “A Theory 

. of Economic History”. Oxford University 
Press, 1969. K Polanyi’s "The Great 
if 
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'IVansformation" first published during the 
Wsr, revived during the sixties, is most in¬ 
structive in understanding how the market 
menulity, spread in history, denying its role 
as one of the great ‘a prions' of conventional 
economic theorising. See K Polanyi. “The 
Great Transformation”, Beacon Press, 
Boston, 1967. 

7 Max Weber's last book has for some 
obscure reason remained .sadly unread 
among most economists even though it was 
translated by no leGs a person than Frank 
Knight. It has not rcceiv^ much attention 
from sociologists. See, however, R Collins 
in ‘American Sociological Review', 1982. 

8 I am leaving out here Marshall’s discussion 
of the ‘representative’ firm, which is a good 
illustration of what may called ‘having 
on^s cake and eating it toot. I mean Marshall’s 
attempt to combine increasing returns with 
competitive equilibrium. However, more 
charitable interpretations are possible. 

9 In sophisticated depanmenis, students do 
hear about Brouwer’s fixed point theorem 
and its extensions. But very few have the 
necessary preparation to understand these 
theories adequately, let alone prove them. 

10 Dynamic input-output analysis is a special 
case of Von Neumann’s ‘Model of an 
Expanding Economy*, developed as far back 
as 1932 and first published in 1937. This 
paper.pathbreaking one in many respects, 
is in many ways more classical in character 
than would be admitted by many of his 
admirers. See J Von Neumann. ‘A Model 
of General Economic Equilibrium', Review 
of Economic Studies, 1945. 

11 See A Coddingion. ‘Keynesian Economics; 
First Principles', Journal of Economic 
Literature, 1974. 

12 See John Hicks, ‘The Scope and Status of 
Welfare Economics' in "Collected Papers”, 
Vol I, Basil Blackwell, 1983. 

13 Sec G Myrdal, “Asian Drama”, 3 Vols, 
Pantheon, New York, 1968. 

14 See John, Maynard Keynes. “Collective 
Works”, Vol XIV. Macmillan. 

15 See S Hollander, “The Economics of David 
Ricardo", Torantq, 1979. 

16 See A Brody, “Proportions, Prices and 
Planning”, Nonh-Holland, 1970. 

17 See the contribution by O Lange in the 
Dobb ‘Festschrift’. This was possibly his last 
published piece of work. 

18 John Von Neumann’s views on the state of 
economics as science were not particularly 
flattering to the self-image of an economist'. 
Oskar Moigcnstem wrote that Afen Neumann 
was of (he view that economics was still in 
a pre-Newtonian phase. The theory of 
games was presumably'meant to usher in 
a Newtonian revolution in economics. Von 
Neumann himself, however, did not seem 
to realise that he was himself following in 
the footsteps of classical writers in his 
famous model of the expanding economy, 
admittedly using more precise mathematical 
tools. I believe that a careful distinction has 
to be drawn between 'game theory’ as a 
mathematical discipline dealing with a 
whole variety of 'stationary points’ which 
do not belong to simple types of Vxtrema’, 
and 'game theory* as a substantive theory 
of social organisation. To undentand the 
basic Virderiiness’ of economic life, stmtegic 
simpUfications are required in economics as 


elsewhere. It is not quite clear, that ^unc 
theory* has provided this as yet. 'TOs is why 
many noted economists did not initiahy 
show much enthusiasm for 'game theory’ 
while some like Jacob Marschak thd. Regv- 
ding Von Neumann’s views on economics 
see O Morgenstern, 'Collaborating with 
Von Neumann’, Journal of Economic 
Literature, 1976. 

19 Choice theory is obviously an important 
area of study which has an important bear¬ 
ing on the study of economics through the 
help that it provides in explicating the con¬ 
cept of ‘rationality’ a concept whose precise 
significance and limitation it is essential for 
students of economics to undentand. But 
it is important in my opinion to con¬ 
ceptually distinguish between a theory of 
efficient human action, including social 
action, described as ‘praxiology’ by the 
Polish philosopher T Kotarbinski, and the 
science of ‘economics’. Choice theory can 
be studied with profit by anyone interested 
in the art of decision-making, whether it is 
in economics, games or military affairs. 
While the Austrians and neo-Austrians, 
especially L Von Mises, conflated the two 
domains of enquiry, i e, praxiology and 
economics, I believe that maintaining a 
proper distinction is helpful for both fields 
of enquiry. O Lange seemed to have taken 
the same view in “Political Economy”, Vol 1, 
Pregamon Press, OxfoM 1963. 

20 See J R Hicks, “Capital and Time”, Oxfoid 
1973. See also A Lowe, "The Path of 
Economic Growth”, Cambridge University 
Press. 1975. 

21 See A Young, ’Increasing Riches and 
Economic Progress’, Economic Journal, 
1928. 

22 See N Kaldor, "Further Essays in Economic 
Theory”, Duckworth, 1978, London. 

23 .See D Seers, 'The Economics of Special 
Case’. Oxford Institute Bulletin, 1962. 

24 See O Lange, 'Marxian Economics and 
Modern Economics', Review of Economic 
Studies, 1935. 

25 See W C Mitchell, “The Backward Art of 
Spending Money”, A M Kelley reprints. 

26 Popper 'notwithstanding, 1 do not believe 
that there is a 'logic of scientific discovery'. 
The issue of 'appraisal' of theories is 
however a separate matter. 

27 There has also been a considerable growth 
of a body of literature dealing with the 
nature of our agricultural backwaedness. 
This litentute has been a stimulating one, 
which I have tried to review from an 
analytical angle in my paper, 'Power Struc¬ 
ture and Agricultural l4oductiviiy’. included 
in “Agrarian Power and Agricultural 
Productivity in South Asia”, edited by 
M Desai, et al, Oxford Univeqiity Press, 
Delhi, 1984. 

28 1 have already mentioned that econometrics 
is a major area of teaching in most depart¬ 
ments. While I feel that there is'a lot to be 
said for this addition, we should also alert 
our students to the methodological pre¬ 
supposition of econometrics and possible 
pitfalls as well as instil a healthy respect for 
the study of basic dau. Most students of 
economics have only the vaguest idea of 
‘randomness', on which probabilistic 
reasoning ultimately rests. 



Common Property Resources and Rural 
Poor in Dry Regions of India 

N S Jodha 

Common property resources (CPRs), though neglected by policy makers and planners, play a significant role 
in the l{fe of the rural poor. This paper, part of a larger study on the role of CPRs in farming systems of dry 
areas of India, attempts to quantify the extent to which the rural poor benefit from CPRs. Based on data from 
over 80 villages in 21 districts in dry regions of seven states, the study reveals significant contribution of CPRs 
towards the employment and income generation for the rural poor, i e, labour and small farm households. The 
per household per year income derived from CPRs ranged between Rs 530 and Rs 830 in different areas. This 
is higher than the income generated by a number of anti-poverty programmes in some areas. The dependence 
of richer househoids on CPRs is much less. 

Despite such contributions of CPRs, their area and productivity are declining in all the regions. The area of 
CPRs has declined by 26 to 63 per cent during last three decades. Large-scale privatisation of CPR has taken 
place mainly during the last three decades. The privatisation of CPRs was done largely to help the poor. However, 
49-86 per cent of the privatised CPR ended up in the hands of the non-poor in different areas. Furthermore, 
most of the land received by the poor households was also given up by them as they did not have complementary 
resources to develop and use the newly received lands. Thus, the rural poor collectively lost a significant part 
of the source of their sustenance through the decline of CPRs. This loss does not seem to be compensated by 
privatised CPR lands given to for retained by) them. The situation calls for greater attention to CPRs as a part 
of the anti-poverty strategy. 
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Introduction 

AN important factor completely disregarded 
by development policies and programmes in 
India is the role of common property 
resources in the economy of rural people, 
particularl> of the rural poor Common pro¬ 
perty resources (CPRs), broadly speaking 
are the resources accessible to the whole 
community ot a village and to which no 
individual has exclusive property rights. In 
the diy regions ol India, ihev include village 
pastures, community forests, waste lands, 
common threshing grounds, waste dumping 
places, watershed drainages, village ponds, 
tanks, rivers/rivulets, and riverbeds, etc' 
Despite then significant contributions to the 
econom> of rural people, these resources 
have seldom received enough attention 
of planners The important reasons are: 
(i) Rural development planning has largely 
emphasised private property resource (PPR) 
centred activities, be it the promotion of 
high-yielding crop varieties, or distribution 
of cross-bred cattle, or supply of electricity 
for ground-water lifting devices;^ (li) Inade¬ 
quate understanding of the survival mecha¬ 
nisms used by the poor as well as the com¬ 
plementarities between CPRs and PPR- 
based activities in rural areas; (in) The con¬ 
tributions of CPRs are not only numerous 
and varied but they are often available as a 
matter of routine. Consequently, they often 
go unnoticed by rural researchers as well as 
by development planners. This paper, based 
on household and village data from 21 dry 
tropical districts in seven states in India, 
attempts to quantify some of the contribu¬ 
tions of CPRs with special reference to the 
rural poor whose dependence on CPRs (ex¬ 
cluding water-based CPRs used through ir¬ 


rigation) is greater than that of the well-to- 
do villagers. 1 he paper also examines the 
changing status of CPRs, especially its 
impact on the rural poor. 

After commenting on the methods used 
for selection of aieas and collection of fteld 
data in Section II, the paper brtefiy describes 
in Seetton Ill general benefits accruing to 
the rural people from CPRs. Section IV 
presents evidence on rural households' 
dependence on CPRs, as well as on employ¬ 
ment and income generated by CPRs. Sec¬ 
tion V deals with the changes in the status 
of CPRs, particularly the decline in the areas 
of selected CPRs, and how it has affected 
the rural poor. 

II 

Method and Material 

This papn- is a part of a larger study on 
CPRs initiated in 1982 to understand their 
role in the farming systems in the dry 
tropical regions of India. That investigation, 
besides indicating strong complementarity 
between CPRs and the PPR-based farming 
systems, revealed a number of important 
issues that are relevant to both anti-poverty 
programmes and strat^es for development 
and management of waste lands in the dry 
regions. The present paper, however, is 
addressed to the spedHc theme of CPRs and 
the rural poor 

The study covers 21 districts in dry 
tropical regions spread over seven states. The 
Figure indicates the location of the districts 
along with the number of villages in each 
district (82 in total). 'Able 1 provides addi¬ 
tional information about the coverage of the 
study. The areas were selected purposively. 
Two considerations that had to be satisfied 
were; (i) representation of zones with dif¬ 


ferent soils, agro-climatic features, and 
population densities; and (n) availability of 
local co-operators to help in the field 
work. The latter was a logistic requirement 
imposed by the nature of the study. The 
study of CPRs, unlike routine agro-econo- 
mic surveys, required greater flexibility and 
use of unconventional methods for gather¬ 
ing information. This involved greater 
reliance on investigators who have lived for 
a long time in the study areas and had 
knowledge of the local language as well as 
oral history of the villages. Pre-existing close 
contacts with the villagers and an ability to 
record participant observations along with 
other numerical data were other attributes 
of the potential collaborators in the field 
work. The identification of relevant co- 
operators (investigators) from different agro- 
climatic zones, therefore preceded the pur¬ 
posive selection of study areas. ^ 

Information on physical features and 
population pressure and on the extent of the 
CPR lands in the study villages is given in 
Thble 1.‘ In the study villages, the propor¬ 
tion of CPR land to total village area ranged 
from 9 to 28 per cent (Ihbie 1). The extent 
of CPRs is affected by several factors in¬ 
cluding physical conditions, institutional en¬ 
vironment. and demographic pressures. 
Though there is not a one-to-one correspon¬ 
dence between lower population pressure on 
land and higher extent of CPR lands. Table 1 
indicates that in the villages of 10 districts 
where proportion of CPRs to village area 
was 15 per cent or higher, the population 
densities were also lower, ranging from 73 
persons per sq km to 115 persons per sq km. 

Respondent households for the study were 
selected in the following way First, the 
households were stratified into three groups: 


hiviiMiiiiif dimI l*itllu«-Hl 
\iil \\l. Vi S’. luK S. I9R6 


1169 



July 5, 1986 ECONOMIC AND POLITICAL WEEKLY 

FIGURE: DimUClS AND NUMBER OF VILLAGES COVERED BY THE STUDY 
OP COMMON PROPERTY RESOURCES IN DRY REGIONS OF INDIA 



(i) landless labourers and small farmers 
(^2 ha of dryland equivalent), (ii) large 
farmers (i e, top 25 per cent of the house¬ 
holds on the basis of land they owned in 
^ each village), and (iil) medium farmers 
(i e, other than those covered by (i) and <u) 
above) Final selection of the sample house- 
t hold was made randomly from th^ catego- 
' Ties The respondents from category (i) are 
described as “poor" and those from 
category (ii) as “others” throughout the 
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study unless mentioned otherwise’ On 
some specific aspects such as monitoring of 
grazing on CPRs, and acquisition or 
disposal of privatised CPR lands, the selec 
tion of households was dictated by other 
factors that will be described while discus¬ 
sing these aspects. For detailed case histones, 
households were selected purposively The 
procedures used for collecting specific data 
will also be described while discussing the 
results 


Information collected for CPR studies 
was supplemented more detailed data 
from ICRISAT’s village level studies (VLS) 
that have been conducted in 10 villages in 
tour states Under the VLS, resident investi¬ 
gators collected information on vanous 
aspects of traditional farming systems from 
panel households regularly with an interval 
of 20 to 30 days (Jodha er a/ 1977, 
Binswangcr and Jodha 1977, Singh and 
Singh JW2, Singh er al 1984) 
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III 

CPUs and Their Contributions 
to Rural Economy 

To understand the signiHcant role pla>ed 
by CPRs in the life and economy of rural 
people; we briefly highlight the general 
benefits offered by CPRs The way in which 
these benefits and contributions emanate 
from different CPRs, is elaborated by Jodha 
(198Sa) and are briefly indicated below 
(Table 2) 

(a) Through supply of fodder and grazing 
space some CPRs help individuals in 
saving their land for crops Put different 
ly, these CPRs help in sustaining a 
number of animals for draft and live 
stock production which would not have 
been permitted by individuals’ owned 
land, especially for small farmers 

(b) CPRs like dry beds of rivers/tanks used 
for oft season cropping and rivulets, 
tanks used to collect irrigation water, 
play an important resource-augmenting 
role in the private property lesource 
(PPR) based farming svstem 

(c) The traditional farming systems in dry 


areas partly derive their stability and 
viability through an integrated produc 
tion strategy involving crops, livestock, 
trees/bushes, the latter being less sen 
sitive to temporal variability of rams 
Village forests, grazing lands, rivulets, 
and watershed drainages play a signifi 
cant role in this strategy 

(d) CPRs, as sources of both physical sup 
plies as well as employment and income, 
cushion dryland farmers' welfare during 
crisis periods, e g, droughts 

(e) Rural inequalities generated by the PPR 
based farming system are partly reduc 
ed by C PRs as the resource-poor house 
holds (unlike the rich), significantly 
supplement their income from CPRs 
CPRs also greatly contnbute to the poor 
man’s nutrition by facilitating his food 
gathenng from forests, ponds, and other 
sources and strengthening his self 
provisioning system 

(f) Management of CPRs should be an 
integral component of resource centred 
prospective technologies and develop 
ment strategies directed at conservation 
and belter use of waste lands and the 
environment in the dry regions 


IV 

CI^Rs and Rural Poor 
Before initiating the discussion, a few 
ilariricattons arc m order Firstly, ground¬ 
water as a C PR is not covered by this study 
at any stage Secondly, as far as the data 
regarding dependence on employment and 
income from C PRs are concernc'd, all CPRs 
(cvccpi ground water) are considered How¬ 
ever while discussing the status of CPRs 
(e g, decline in their area, extent of privatisa¬ 
tion cte)onlv village forests, pastures waste 
lands, eatehment as well as tilling areas of 
ponds river banks, and watershed dtainages 
are eovcied I he ruial poor’ for this study, 
as indieaicd in ihe last Vetion, ineludes 
landless labourcis and small faim (<2 ha 
of dryland equivalent) households The 
dependence of the ruial poor on CPRs is 
greater than others To highlight this fact, 
Ihe rural poor s situation has been compared 
with that of the laige farm households, in¬ 
dicated by “Others” under each Table In the 
dry regions the large tarm households too 
may not be very rich, but they are certainly 
belter off than the ’poor' The information 
IS presented by district along with the 


IsHii 1 Ihi Iikaiion \nd AiroCiimsiic liAii Risoi 1 Ht Areas CovfcRi i) Bv im CPR Studs in i lit Dry RtoioNsot India' 


Density of Rural Population'* 


Siatc/Disiiiii 

■•aluka/Tthsil 

No of 

Rainfall^ 

Soil Type' 

Propoition 

Persons/Km 

• Of Total 

Person/ 



Villages 

mm 


of C PRv 

Area in 

10 ha of 





to lotal 

Taluka 

Villages 

CPRs 






Area ol 



Area in 






Villages 



the 






(Per Cent) 



Village 

Andhra Pradesh 









Ananiapur 

Anantapui 

■) 

563 

AL.G 

15 

90 

106 

71 

Mahbubnagar 

Mcdak 

Athmakur Kalsakurthi 
Mahabuonagar 

s 

721 

AD AI 

9 

124 

162 

186 

Mcdak 

1 

834 

AD, VD 

It 

177 

158 

145 

Ciujarat 

Banaskantha 

Kankrej, Vadgam 

c 

655 

S 

to 

210 

201 

205 

Mehsana 

Sidhpur, Vijapur 

S 

633 

S 

II 

340 

332 

301 

Sabarkantha 

Karnataka 

Prantij 

s 

739 

S VM 

12 

238 

253 

208 

Bidar 

Bhalki Bidar, Humnabad 

t 

907 

AM AD 

12 

162 

137 

113 

Dharwar 

Kalghatgi 


691 

AM 

10 

134 

156 

154 

Oulbarga 

Ciulbarga 

V 

702 

VM AD 

9 

106 

129 

146 

Mysore 

Madhya Pradesh 

CiuncTulupct 

1 

680 

AM 

18 

106 

103 

55 

Mandsaur 

Mandsaur 

1 

847 

VM 

22 

142 

116 

51 

Raisen 

(jairatguni 

6 

1181 

VM 

23 

82 

91 

41 

Vidisha 

Maharashtra 

Vidisha 

4 

1134 

VM VL 

28 

91 

98 

38 

A kola 

Mangrulpir Murtizapur 

S 

840 

VM 

11 

116 

145 

130 

Aurangabad 

Aurangabad 

4 

727 

VM G 

15 

128 

114 

76 

Sholapur 

Rajasthan 

Akkalkoi Mohol, Sholapur (N) 

4 

667 

VD VM 

19 

122 

III 

59 

Jatore 

Sanchoi Bhmmat 

S 

421 

S 

18 

67 

98 

54 

Jodhpur 

Jodhpui 

3 

319 

S 

16 

68 

81 

50 

Nagaur 

Tamil Nadu 

Jayat 

t 

389 

S, (• 

15 

71 

73 

48 

Coimbatore 

Coimbatore, Palladam 

4 

718 

Al S 

9 

250 

361 

402 

Dharmapuri 

Dharmapuri, Pennagaram 

3 

844 

Al, S 

12 

286 

210 

I6v 


Notes I Based on district, taluka and village records and field work in the villages during 1982 85 

2 Average annual rainfall of the nearest rain gauge stations of the study v illages 

3 Soil types S = Sandy and/or sandy loam, G - Gravelly, A = Atfisol (red soils), V Vertisol (black soils) D Deep 
M - Medium deep, L » Shallow 

4 PoDulaiion and area data relate to 1981 
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number of village!) as well as number of 
households wherever nciessary 

Rurai Poor s DtpLNin-NCL on CPRs 

Dependenee of a eommunity on CPRs 
can Im indicated in several ways They in 
elude the pioporiion ul households making 
use ol CPRs per household average number 
fend type of benefits deiived from C PRs, or 
actual extent of benefits in cash or kind 
received from CPRs 

fable 3 summarises some details that in 


dicate the dependence of rural households 
on CPRs in the study villages * Between 84 
and 100 per cent of the poor households 
gathered food, fuel, fodder, and fibre items 
from CPRs In contrast, just 10 28 per cent 
of large farmers depended on CPRs for 
these Items However, a greater proportion 
of large farmers collected items like silt from 
CPRs c g, ponds to enrich soils of their 
fields, and timber (mature trees from the 
village forest that are not legally allowed to 
be cut) for their private use 1 hough not 

I ComsiosPr ihriv Ric()iH(rs 


indicated in the fable, the households who 
freely used water from rivulets for irrigating 
thar land did not include ‘poor* households 
The number of CPR based activities as 
well as the number of C PR products col 
lected^ by respondents, as reported and 
physically verified in most cases, were also 
higher for poor households compared to the 
rich households {Ihble 3) 

The greater dependence of the poor on 
CPRs compared to the rich, i e, large farm 
households, as captured in Table 3, implies 
that poor households derive more of the 
benehts indicated in Table 2, from CPRs 
Both negative and positive features of poor 
households' resource endowment compel or 
induce them to make greater use of CPRs 
Firstly, the poor households have high 
man to land ratios and in most cases high 
animal to land ratios and CPRs indirectly 
provide an important means for adjusting 
factor proportions in farming systems 
C PRs through grazing space and cut tod 
der/fuel, help the poor households to devote 
all of their land area to food or cash crops 
tathci than sparing part ol it tor loddci/tuel 
supplies Similarly, the CPRs’ role as a 
cushion during the crisis situation non crop 
season or drought period, is greater lor the 
poor households, as unlike the rich, they do 
not have many other adjustment 
mechanisms (Jodha 1985a) 

Secondly and more importantly poor 
households dependence on CPRs is re 
inforced by some degree of match between 
the characteristics of CPR based activities 
and features of the labour endowment ot the 
poor For instance, the extraction cost or cost 
of using CPRs, except the lifting of water 
from rivulets or wells, is quite low and the 
main input required in the process is human 
labour This matches very well with the 


1 SHii 2 Bi Miir I ROM \ii I \( 


Benefits 


( ontiiluiiioiis to 
I irminc Svsuins 


PRs’ 

IJ I 


Physic il pri)dii).is 


food 

t L 

loddci 

K J L 

fuel tiiiibu etc 

1 C 

5\atci 

bed 

MaiiiiicAilt spici 

be 

Suppicineni iiicunie tnipkiMncni 

f)tf seison activiiKs 

c d 

OiouglK pciiod siisiciiini.c 

d 

Additional crop activities 

bd 

Addition il c tiilc 

bd 

Ptitv II idmg h iiidici ills 

dc 

Social gams 

Resource convcision 

1 

Driinagc/rechaigc ol Ci W 

tdh 

Sustenance ol poor 

c 

Siabiliiy ol taimmg svsiems 

Renewable icsouicc supply 

lb 

Belter micro dun lU cnvircuimciir 

d 


Mw«s 1 lihic idoptcil fiom Jodhi (19SSa) 

2 I he bcnditscaii be regaroed asconinbuiiuns to private pi opens resource (PPR) based 
farming svstems and can be classiticd under catcgoiies (i| Resource saving for PPR 
based farming svstems (b) Resouiee augnuillation tor farming svsiems (c) Fuller use 
of emu inmtni (d) Seasonal butter iiid stability ot faiming systems (e) Rural equities 
ind luitiitioii irid (f) Impoinnee in resouree centred leehnology 
It PR A ( ommuiiilv lores! B Pisiure waste land C Pmdiank D Riser ns ulet 
I SVtieished di iinige user banks I Riser nnk beds fi ijiound water 


Tvbii t iNDie MORS Ol Ri KAi Hoi SI HOI os Dri tNDi N< f ON C PRs IN I HI Sri ov Vn t aoes in Dry Arbas or Stv t n SrATEs or India* 


State s (Study Districts Village s) 


Details 

Andhra Pradesh 
_(2_5) _ 

Oiijarat 
(3 6) 

Karnataka 
(3 7) 

Madhya Pradesh 
_ _£ 7J_ 

Maharashtra 
_ _ (3 6) 

Rajasthan 
(3 7) 

lamil Nadu 
(2 4) 

Category ol 
households 

Poor^ Others’ 

Poor 

Others 

Poor Others 

Poor Others 

Poor Others 

Poor Others 

Poor Others 

Numbci ol 
households 

65 

41 

84 

62 

64 

33 

98 

72 

102 

64 

72 64 

48 

23 

Pei ( ent house 
holds collecting 
CPR products 
lood Items 

9i 

10 

96 

16 

84 

14 

too 

18 

98 

13 

too 23 

93 

12 

fuel fodder libic 

99 

15 

too 

19 

100 

18 

100 

II 

100 

16 

too 28 

too 

17 

Timber sill etc 

37 


29 

83 

41 

78 

21 

84 

19 

90 

31 89 

92 

42 

Per household 
average number 
of 

C PR based 
activities’ 

4 

2 

s 

2 

5 

3 

6 

3 

3 

2 

5 2 

4 

3 

CPR Items 
collected* 

7 

4 

8 

3 

7 

4 

12 

5 

7 

3 

10 5 

6 

3 


Notes t Based on litld surveys during 1983 85 

2 Poor households include agricultural labourers and small farm (<2 ha of dry land equivalent) households ‘Others' include large farm 
households only 

3 Activities included product collection, grazing, processing and handicrafts based on CPR products and marketing of CPR products 

4 Items included fuel, fodder various wild furits and flower, roots, leaves and skin of plants and trees, honey, gum. Fish, smidl game, 
sill and clav ek for more details (including prices of these items) see Jodha (1985 a) 
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labour surplus resource position of the poor 
Furthermore, because of over use and 
degradation, the returns from CPUs to indi¬ 
vidual users, m most cases, are not very high 
and are unattractive for the rich However, 
poor households, with surplus labour and 
lov opportunity cost, readily accept the low 
pay off activities possible through CPRs 
Additionally, most of the CPR based aiti 
vities, except collection of seasonal fruits 
and spices, are neither time bound nor full 
time jobs and workers can engage in them 
* ithout sacrificing alternative employment 
opportunities Specific skills tor harvesting 
( PR\ aic not required, except in the case of 
sullection of honev tish Irom ponds, and 
game Irom forests, and even unemployable 
members of the family such as young 
children and old people can help Thus, a 
self selection process of CPR users, governed 
bv low pay oft from CPR use and still lower 
opportunity cost of labour of the users, 
initiates and perpetuates the poor's depen 
dence on these resources 

The oral histones revealed that in the past, 
iiiitil CPRs became very “unproductive”, 
laige tarmers’ dependence on CPRs was also 
gieatci I ven today in areas like Madhya 
Pradesh, where CPRs continue to be more 
productive propot ttonately more of large 
tarmers depend on CPRs than in many other 
regions 

fable T also reveals considerable inter 
regional differences in households’ depen 
dence on C PRs in terms of the number of 
CPR Items collected and CPR-based acti 
vines followed Without information on 
volume or value of these entities, they are 
at best crude indicators of relative depen 
dence of households on CPRs in different 
regions Yet, they do indicate considerable 
interregional vanation, e g, Madhya Pradesh 
or Rajasthan compared with Maharashtra 
or Tamil Nadu Several factors individually 
or jointly help explain the above differences 
Factors operating on the supply side of CPR 
products include 


(1) overall greater size of CPRs (as m the 
case of Madhya Pradesh and Rajasthan), 

(2) higher productivity of CPRs, in terms 
of type and quantity of produce, as in 
the case ot Madhya Pradesh where 
village toicsts and waste lands offer 
good supplies, 

(3) availability of high value products like 
honey, gum, spices, soapnuts, and fish 
as m some villages of Madhya Pradesh, 
Maharashtra, and Karnataka, and 

(4) coinciding of CPR-product availability 
with the labour surplus period, e g, in 
Rajasthan when a number of wild fruits 


like ker and sangan become available in 
the summer 

The factors opcratuig on the demand side 
of CPR products include the general in¬ 
adequacy of the household’s own resources 
to sustain the family, as seen in many poor 
families of Madhya Pradesh, Ihmil Nadu 
and Andhra Pradesh in particular: greater 
profitability of PPR based activities that are 
supported bv t PRs. e g, poor man’s dairy¬ 
ing in Ciiijarat and sheep/goat rearing in 
Rajasthan, easy marketability of CPR pro¬ 
ducts, like minor forest products, fueft 
foddei, etc, in Ihmil Nadu, Karnataka and 


Tabu S TiirFxrLNTOi DbPCNPENi i-or Hoiisi hoi dc on Common Prupirty RtsouacES foi 
Animai Gra/in( iNTHESTUDYViiiA<.is<)t-SiifcrtpPisrRicrsiNTHtDRYRic,i0N5 0i India 

District and No ot 'IVpe and Pei Household Aveiagc Number of Animal Unit 

V illages No ot (uazing Days and the Proportion of C PR Grazing 

Households There during 3 Weeks a Year^ _ 

Animal Unit Grazing Days^ _ 

loial (No) On CPRs (Per Cent) On 

CPRS 


Aurangabad (2) 

Poor' (11) 

63 

41 

69 


Others' (10) 

125 

34 

27 

Mehsana (2) 

Poor (12) 

89 

70 

78 


Others (12) 

118 

18 

IS 

Sdbarkantha (2) 

Poor (16) 

68 

57 

84 


Others (10) 

102 

12 

n 

Mandsaur (2) 

Poor (12) 

117 

94 

80 


Others (11) 

198 

55 

28 

‘'aisen (2) 

Poor (10) 

91 

70 

77 


Others (10) 

168 

71 

42 

1 ilore (2) 

Poor (12) 

231 

180 

78 


Others (11) 

189 

71 

38 

'vlagaur (2) 

Poor (16) 

240 

211 

89 


Others (12) 

205 

77 

37 

Mysore (1) 

Poor (12) 

68 

56 

83 


Others (9) 

112 

33 

29 

Votes 1 Based on household interviews and participant obseivation. during the field work 
during 1982 85 

2 Data iclaie to one week each in thice seasons dunng 1983 84 

3 A grazing day implies that an animal remained in the grazing land/field at least for 
6 hours in a day and no sull feeding (except concentrates) was given The number 


of grazing days using the above procedure were first recorded for each animal owned 
by the respondent household during the reference weeks Animal grazing days (no o' 
animals x number of grazing days) were changed into animal unit grazing days by 
convening all animals into animal units on the following basis I animal unit ^ I 
bullock/cow/he or she buffalo/camel/horse/2 calves or buffalo/^ sheep/goat 
4 For detimuon of ‘Poor* and ‘Others’ households see note 2 under 1kble 3 


Tablp 4 Some DriAii s about Fun Consumption bv Households in the Sti dy Vili aoes in Sli tc ii-o Disikk ts oi tut Dry Rtc,ioNS 

IN India, 1984 85' 


District Household Per Household Average (Consumption Proportion (Per Ceni^^ot I uel From 

(Slate) Categories of Fuel dunng One Week m Each _Own Sources_ 



Monsoon 

Season (Kg) 

Winter Summer 

Total 

CPRs 

Crop 

Byproduct^ 

Dung 

Fuelwood 

and Otheis 

Mahbubnagar 

Poor (13)' 

42 

36 

41 

119 

84 

8 

9 

«. 

(Andhra Pradesh) 

Others (7) 

74 

67 

49 

190 

11 

20 

4) 

26 

Akola 

Poor (13) 

18 

34 

32 

104 

79 

18 

1 

- 

(Maharashtra) 

Others (7) 

72 

65 

48 

181 

13 

43 

24 

20 

Sholapur 

Poor (13) 

36 

37 

43 

119 

72 

14 

12 

2 

(Maharashtra) 

Others (7) 

77 

63 

65 

205 

10 

38 

34 

18 

Sabarkantha 

Poor (20) 

62 

65 

57 

184 

66 

9 

25 

- 

(Gujarat) 

Others (10) 

70 

74 

69 

213 

8 

46 

28 

11 

Raisen 

Poor (20) 

66 

61 

38 

185 

74 

6 

11 

9 

(Madhya Pradesh) 

Others (10) 

79 

74 

66 

219 

32 

15 

29 

24 


Notes, I Based on data (including through selectively weighing the items) from the panel households covered by ICRISAT’s Village Level 
Studies (VLS). Average sue of household was 4-3 persons 

2 They Include stalks of cotton, pigeonpa (tur) and castor and sunhemp, groundnut shells, and empty maize cobs mainly 

3 Figures m paroitheaet indicate number of households For definition of ‘Poor’ and 'Others’ see note 2, under Ikble 3 
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; jMfthareshtni; distress caused by drought or 
,;0op failure which compelled people to 
|.’’dcpeiKl on CPRs to a greater atent as in 
some villages of Rajasthan. Ihmil Nadu and 
Karnataka.* 

CPRs AS Source of fuel 

Dible 3 gave broad indications of poor 
. people’s significant dependence on CPRs for 
collection of fuel and other supplies. Infor¬ 
mation about fuel requirements met from 
CPRs and other sources is presented in 
%ble 4. Actual fuel consumption (kg of dry 
weight) by a limited number of households 
was monitored for one week during each of 
the three seasons in VLS villages. Though 
family size was more or less the same, the 
average quantity of fuel consumption by 
large farm households was substantially 
higher, ranging from 185 to 219 kg for 
3 weeks compared to poor households, rang¬ 
ing from 104 to 185 kg for 3 weeks.* 


Accurate recording of information on the 
extent of grazing is a complex and difficult 
task. Nevertheless, monitoring of animal 
grazing for a small number of households 
was attempted in the selected villages for one 
week in each season. That information is 
summarised in Ihble 5. The procedure used 
for monitoring animal grazing days and their 
conversion into animaUmit grazing days is 
described in footnote 3 of lUrie 5 
Except in Jalore and Nagaur districts of 
Rajasthan, where livestock raising was a 
major occupation, poor households had 
fewer animal unit grazing days than the la^e 
farm households. However, the proportion 
of animal unit grazing days provided 
through CPRs for poor households was two 
to three times higher compared to the large 
farmers in all districts except Raisen. Jalore, 
Nagaur and Raisen are the only areas where 
CPRs were used to meet more than 35 per 
cent of the grazing requirements of large 


farmers. Av«ilabiUty of better grazing 
material or larger grazing space besides the 
limited extent of stall feeding practised in the 
areas, determined these interregional dif¬ 
ferences in grazing on CPRs by large fanners 
(Jodha 1985b). Mehsana and Sabarkantha 
were at the other extreme, where large 
farmns' dependence on CPRs for grazing 
only reached 15 per cent. In these areas, 
dairying was well developed and livestock 
management, involving higher extoit of stall 
feetUng, was also improv^. Consequently, 
dependence on degraded common grazing 
lands had significantly declined. Moreover, 
in Gujarat, as in some other areas, privatised 
CPR lands received by large farmers were 
used for grazing only. 

The poor households* greater dependence 
on CPRs for grazing is mainly because they 
do not own grazing land. Furthermore, they 
owned, a larger proportion of currently un¬ 
productive animals, including those through 


The results in Ihble 4 further show that 
poor households met 66-84 per cent of their 
fuel requirements from CPRs. The cor¬ 
responding figure for large farmers ranged 
between 8 and 13 per cent except in Raisen 
in Madhya Pradesh, where large farmers also 
gathered and used considerable amount of 
fbel from CPRs. The poor households col¬ 
lected fuel material (including dung) from 
CPRs in small quantities almost throughout 
the year. Large farmers cut and collected 
bushes from CPRs at the end of the mon¬ 
soon, initially for purpose of fencing and 
using them as fuel subsequently. Of course, 
unlike the rural poor the large farm house¬ 
holds have relatively self-sustaining fuel 
supply system where crop by-products and 
aidtiuU dung play an important role Cfeble 4). 

DEPENDENCE FOR ANIMAL CRAZING 

After fuel, fodder is the major item for 
which practically every poor household 
depends on CPRs. However, the extent of 
dependence on CPRs for fodder will be far 
greater if animal grazing, along with the 
collection of fodder, is also considered. 


Table 7: EMPLovMhNr in CPR-Based Acnviries in the Study Villaces of Selected'Distrilts 

IN THE Dry Regions of India' 


D'.ii’ct and No 
o. Villages 

Per Household Average Number of Employment Days in a Year 
(1982-83) Created by: 

CPR-Based Activities:' 

Own Farm Work 

Poor' 

Others' 

Poor 

Others 

Mahbubnagar (1) 

53 

5 

SO 

209 


(112)* 

(40)* 



Akola (11 

48 

4 

42 

375 


(93) 

(34) 



Shoiapur (1) 

89 

12 

86 

289 


(187) 

(51) 



Sabarkantha (2) 

43 

7 

44 

301 


(1S5) 

(69) 



Raisen (2) 

56 

25 

47 

237 


(124) 

(66) 




Noter. I Based on employment data collected under the VLS project of ICRISAT. 

2 CPR-based activities include product collection and marketing, handicrafts based on 
CPR-products and animal grazing on CPRs. Data relate to household members and 
exclude hired grazers. Household members having regular paid jobs are not covered 
by the Uible. 

3 I^r definition of ‘Poor’ and ‘Others' households see note 2. under Ikble 3. The number 
' of ‘Poor’ and ‘Others’ households respectively, in the study areas were as follows: 

Mahbubnagar, 18,8; Akola 16,9; Shoiapur 17,8; Sabarkantha 30,17; and Raisen 33,18. 

4 Figures in parentheses under columns 3 and 4, indicate number of employment days 
when CPR-based activities were undertaken casually while doing other jobs. 


Tabi e 6: Empioyment Provided by CPR-Pboduct Cot i rcriON Activities in ihf Siudy Villages of Selected Distric rs 

IN THE Dry Regions of India' 

Per Household Average Number of Hours Spent on CPR-Product Collecting Estimated Total Employment-' 

__ in O ne Week during:___ (Mandays ) i n 

_Mo nsoo n_ Winter _Su mmer _ _ Tota l_ 3 Reference Weeks Whole Year* 

Poor*' Others' Poor Others Poor Oihcrs Poor Others Poor Others Poor 


Aurangabad (2) 

39 

9 

35 

18 

36 

13 

120 

40 

15 

5 

128 

(36)' 

Mehsana (2) 

58 

21 

64 

26 

52 

25 

174 

72 

22 

9 

187 

(46) 

Sabarkantha (2) 

62 

25 

71 

32 

58 

21 

191 

78 

24 

10 

204 

(51) 

Mandsaur (2) 

36 

7 

50 

17 

43 

10 

12S 

34 

18 

4 

153 

(40) 

Raisen (2) 

70 

20 

78 

28 

52 

17 

200 

65 

25 

8 

212 

(64) 

Jalore (2) 

44 

16 

31 

•17 

46 

18 

141 

51 

18 

6 

153 

(45) 

Nagaur (2) 

54 

28 

60 

20 

49 

17 

163 

U5 

20 

8 

176 

(54) 


Soter. I Based on Field work during 19g2-85. Information relates to the week preceding the interview day during different season* 

2 Fbr definition of 'Poor* and ‘Others' see note 2, under Ihble 3. 

3 Mandays of employment arrived at by dividing number of hours by 8. 

4 Extent of emplciymeni during the whole year is worked out by using SO per cent of the employment rate of the 3 reference weeks as 
a rate of employment on CPR-product collection per week in the year. 

;;ingures in parentheses in the last column indicate the number of emptoyme-'t days per worker. 
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No of Villages 




ECONOMrC AND POl ITIC'AI WEEKLY 


July 5, 1986 


the salvage system,'® sush as young stock, 
dry milch stock, which were sustained 
through free grazing on degraded pastures 
Moreover, poor people also owned more 
sheep and goats which were able to survive 
on degraded pastures, on which cattle could 
barely subsist 

Employment Gfnfration 

CPRs are not only a source of physical 
supplies for the rural people CPRs also 
greatly contribute to employment and in 
come of the rural people Depending on the 
type of worker, the CPR based activity, and 
the season, employment through CPRs may 
be both a continuous or an inegular activity 
Tb highlight the contribution of CPRs 
towards employment of rural people we use 
the following four sets of data 

(1) Time spent by different household 
membeis on collection of CPR pioducts 
in dilferent seasons 

(2) Number of CPR employment days of 
individual workers during the whole 
year, these data have been collected 


under the Village Level Studies (VLS) 

(3) Share of CPR-based activities in the 
household workers' total labour time 
allocation These data were recorded 
through partiapant observations and in 
terviews under the VLS 

(4) CPR activities during days of invulun 
tary unemplt^ment That information 
was available foi the VLS-panel house¬ 
holds 

CPR product collection The time spent 
on collecting CPR products varies between 
members of households W; prepared an in¬ 
ventory of total CPR products collected 
during the week preceduig the mtemew day 
in each season Next, we recorded amount 
of time spent by family members, separately 
for adults and children, on collecting CPR 
products IVo hours of child labour were set 
as equal to one hour of adult labour " We 
thus obtained total adult labour hours spent 
on CPR product collection by a household 
For the poor, the total employment gene¬ 
rated by CPRs during the 3 weeks, ranged 
between 120 and 200 hours per household 


(Ihble 6). La^ie fhrm households spent less 
time on CPR product collection than the 
poor We used 8 hours to convert the above 
information into employment days. CPR 
product collection dunng the 3 weeks 
created IS-2S days of work per household 
or the poor The corresponding employ¬ 
ment for large farm households ranged 
between 4 and 10 days 

Owing to factors like weather, changing 
availability of CPR products, changes in the 
availability of other work and hence the 
opportunity cost of labour, etc, the pattern 
of employment revealed during the 3 
reference weeks, may not represent CPR 
employment in dl the weeks in the year Ykt, 
by assuimng that dunng the rest of the weeks 
of the year employment created by these 
activities IS at least SO per cent of the average 
reponed for the 3 reference weeks, one can 
hazard a guess about employment during a 
year Under the above assumption, employ¬ 
ment pet household may range between 128 
and 204 days per year or 36 64 davs of work 
per worker per year in the poor households 
An important limitation of these estimates 
IS that they also include pooled observations 
on small and irregular time intervals devoted 
to the collection of CPR products and that 
they do not reflect sustained employment for 
whole days 

The time spent on CPR product collec¬ 
tion indicates very minor seasonal dif¬ 
ferences (Table 6), though, the type, value, 
and quantity of CPR products collected 
during different seasons do differ 


1 AHir 8 Shari tir CPR Bamu Ac iiviiiis in Daiiy Time Aiuk aiion or Housi-hoios 
IN rill Sii i>Y Vii 1 AC IS oi Si I ic no DiiiRici-s in riir Dry Rfuons or India' 


Proportion (Per C ent) ot CPR Based Activities in the Total Time of Activities 
_ Cover ed by Daily Time Allocat ion b y Hous ehold Members in_ 


Year 

Mahbubnagar _ 

Poor’ Others' 

(40) (20) 

Poor 

(40) 

Sholapur 

Others 

(20) 

Poor 

(40) 

Akola 

Others 

(20) 

I97S 76 

17 

1 

16 

6 

13 

1 

1976 77 

12 

4 

12 

7 

8 

1 

1977 78 

15 

9 

15 

3 

12 

2 

1978 79 

22 

9 

It 

6 

U 

2 


\ou \ 1 Rased on inurviesss uid p tnicipani obsers ition on Mini all location by each working Employment days through all CPR-based 
iniinbii ol iIk hiuiiiholil lor I d iv (i t ihi das ptiiicling the das ot miersiiw) with activities Employment information about 

an interval ot 20 10 days during the year Such information collected under the VLS wich adult worker in the VLS-panel house- 

project of ICRISAT covers time allocation details for 12 IS days in a year for each holds was tegultu'ly recorded with an mterval 

worker of 20-30 days for several years Collecting 

2 For definition ot ‘pour and other’ households see note 2, under Ihble 3 Figures in rPR products is only one component of 

parentheses indicate number of households under each category CPR employment Other important com- 

Iahie 9 DbrAiLS Indicaiino ihe Roibur CPR Based Ac tiviiies During the Days or Involuntary Unemployment in the Study Vili ages 
_ or Sllec rtp Districts in ihe Dry Regions or India 1982 83' _ 

Involuntary Unemployment and Follow Up Activities in the Case of Different Groups 

_o f Households in _ 

Details Mahbubnagar Sabarkantha Raisen _ A kola _b holapur 

Poor^ Others^ Poor Others Poor Others Poor Others Poor Others 


loul households (number) 

21 

1 

31 

7 

27 


31 

2 

33 

8 

Total Workers (number) 

49 

1 

58 

13 

38 


68 

5 

57 

14 

Per worker average number of 
days of 
a Involuntary 

unemployment’ (number) 

43 

35 

61 

32 

28 


34 

26 

69 

50 

b Employment througn follow up 
activities during (a) (number) 

32 

35 

41 

8 

22 

_ 

11 

23 

55 

38 

c Share of exclusively CPR based 
employment in (b) (per cens) 

35 

83 

33 

0 

38 


9 

0 

34 

18 

d Share of partly CPR based 
employment in (b) (per cent) 

SO 

17 

30 

0 

13 

_ 

26 

0 

20 

22 

e (c) as proportion of (a) (per cent) 

26 

83 

23 

0 

30 

- 

8 

0 

25 

14 

f (d) as proportion of U) (per cent) 

37 

IT 

17 

0 

10 

- 

24 

0 

15 

17 


Notes I Based on data on involuntary unemployment and follow up activities of panel households covered by the VLS for 1982 83 
Number of villages is two in each district 

2 For deFinition of ‘Poor’ and ‘Others' households see note 2, under Table 3 

3 Involuntary unemployment is defined as an event when Ihe worker tried to seek wage employment m and around the village and 
failed to get it 
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';’j[k>nents ace piocesslng of CPR products and 
herding'^ on CPRs. Inclusion of these com- 
ll^onents of CPR emplpyonent (Ihble 7), does 
inBOt change the relative position of poor and 
households as revealed by Ihble 6. 

' For the poor, CPRs provided exclusive 
' cihployment for 43-89 days per household 
(» 18-31 days per adult worker during the 
reference year. This was marginally higher 
tihan their employment on their own farms. 
Large farm households, in all districts except 
In Raisen, were occupied mth CPR activities 
only to a small extent. Furthermore, even if 
only 10 per cent of the time of the partial 
employment days (in parentheses in Ihbic 7) 
Is assumed to have been spent on CPR-ba.sed 
activities, another 9-18 days of employment 
.Would be derived from CPRs. 

Time allocation-. The data on time alloca¬ 
tion collected under the VLS, indicated that 
CPR activities accounted for around 10-20 
per cent of total daily time of the poor in 
all villages (Table 8). Large farmers allocated 
only little time to CPR activities. In some 
cases, particularly among the poor house¬ 
holds, there was .significant inter-ycar 
variability in the proportion of time 
allocated to CPR activities. These changes 
can be explained by weather and emerging 
employment and income opportunities. 


which modify people’s relative dependence 
on CPRs. 

The data in Ihble 8 provide information 
for only 12-15 days per year for each adult 
worker. But they are likely to be more precise 
compared to other recall-based data because 
the former were recorded through partici¬ 
pant observation or a recall of barely 10-20 
hours. Their real significance lies in con- 
firming the broad patterns abcatt the rural 
poor's employment through CPRs, already 
revealed by the preceding Ihbles. 

Follow-up activities during invoiuntary 


unanplpyment. Special investigatioiis of the 
activities of workers who could not get wage 
employment in the village labour market 
were conducted under the VLS. A signifi¬ 
cant proportion of such workers, resorted 
to CPR activities. Warkers of the large farm 
households were not involuntarily un¬ 
employed to a significant extent. Adults of 
poor households were involuntarily un¬ 
employed for 28-69 days>during the reference 
year (Ihble 9). CPR employmem in most 
districts accounted for 23-30 per cent of the 
total days, for which adulu of poor house¬ 
holds otherwise would have bwn involun- 


Tabi r II; Ivipai t oi CPRs on iNtQUALiTv of Househoi d Incomes in the Study Vii i ages ok 
Sei ecteo Districts in the Dry Regions of India* 


Disirici and Number of Mea n and Gini C oeffi c ieni of Household Inco mes fro m 

Villages All Sources All Sources Excluding CPR.s 




Mean 

(Rupees) 

Gini 

Coefficient 
tPer Cent) 

Mean 

(Rupees) 

Gini 

Coefficient 
(Per Cent) 

Mahbubnagar 

(1) 

7443 

0.41 

6777 

0.50 

Akola 

(1) 

9549 

0.40 

8928 

048 

Sholapur 

(1) 

6989 

0.32 

6008 

0,37 

.Sabarkanihu 

(2> 

9249 

0.33 

8205 

0 45 

Raiven 

(2) 

5186 

0.34 

4150 

0 44 


Note: * Based on data (for 198.V84) from panel household covered by ihc VI S The panel ol 
40 households from each village included 10 households from each ealegory n.iiiieK. 
landless labourers, small tanners, medium farmers, and larger farmers 


Tabi I; 10: Avi RAf.i Annuai Household 1n< omk i rom CPRs in ^he Study Villages ok Sei ected Districts in the Dry Regions oi India' 


Himschold Ann ual A verage In come in t he Case of^ 


District^ 



Poor 



Others 


Househi^lds 

(Number) 

Value of 
CPR- 
Products 
Collected 
(Rupees) 

CPRSharc 
in l.ivestuck 
Income 
(Rupees) 

Total 

(Rupees) 

Households 

(Number) 

Value of 
CPR- 
Products 
Collected 
(Rupees) 

CPR-Share 
in Livestock 
Income 
(Rupees) 

Total 

(Rupees) 

Mahbubnagar 

15 

382 

152 

534 

to 

109 

62 

171 





(17)^ 




(1) 

Mehsana 

26 

421 

309 

730 

24 

88 

74 

162 





(16) 


« 


(1) 

Sabarkantha 

35 

432 

336 

818 

19 

III 

97 

208 





(21) 




(1) 

Mysore 

26 

534 

115 

649 

11 

112 

58 

no 




(20) 




(3) 

Mandsaur 

23 

400 

285 

685 

18 

113 

190 

303 





(18) 




(1) 

Raisen 

37 

568 

212 

780 

15 

283 

185 

468 





(26) 




(4) 

Akola 

16 

342 

lOS 

447 

9 

85 

49 

134 





(9) 




(1) 

Aurangabad 

22 

405 

179 

584 

21 

110 

53 

163 





(13) 




(1) 

Sholapur 

17 

443 

198 

641 

9 

143 

92 

235 




(20) 




(2) 

Jalore 

24 

447 

262 

709 

27 

no 

217 

387 





(21) 




(2) 

Nagaur 

32 

473 

358 

831 

25 

143 

295 

438 




(23) 




(3) 

Dharmapuri 

30 

530 

208 

738 

n 

112 

54 

164 




(22) 




(2) 


Notes-. I Based on Held work during 1982-85. 

2 Number of villages covered in Mahbubnagar, Akola, and Sholapur was one each. In other districts it was two. 

3 CPR income was estimated by valuation of CPR-products collected by the households on the basis of village level prices of those products. 
Livestock income attributed to CPRs was estiihated on the basis of contribution of CPR grazing to total livestock maimraance. The 
procedures used, briefly mentioned in the text, tended to underestimate the contribution of CPR grazing to livestock income. In the 
case of yillages in Mahbubnagar, Akola, Shotapur, Sabarkantha, and Raisen, all incomes were estimated on the basis of cost accounting 
incthoS^ while in others they were based on recalls during three seasonal rounds of field work. 

4 Figures in the parentheses indicate total CPR-based income as per cent to total income from other sources. 
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laray unemployed (item V, Hible 9). tif jihe 
CPR-based activities taken up along with 
other activities are also considered, the 
employment contribution of CPRs during 
the involuntary unemployment period would 
increase further (item T, Thble 9). 

CPRs are an important source of employ¬ 
ment opportunity for the rural poor that can 
be exploited at times when no alternative 
employment is available. This is highlighted 
by greater self-employment in CPR activities 
during the off-season, especially after the 
crops are harvested, during poor crop years, 
and during the days of involuntary un¬ 
employment in the labour market. In some 
cases, self-employment of poor households 
in CPR activities is greater than self-employ¬ 
ment on the farms. It may be added that the 
CPR generated employment was often 
higher than the employment created by a 
number of anti-poverty rural development 
programmes. 

Income Generation by cprs 

It is quite difficult to translate alt the sup¬ 
plies and services offered by CPRs imo in¬ 
come flows. Furthermore, since most of the 
CPR-based activities have a low pay-off, 
their contribution to monetary income may 


not be high. However, the importance of in> 
come received from the use of CPRs should 
be evaluated more in terms of its temporal 
and situational contexts, rather than in terms 
of its magnitude alone. Only two com¬ 
ponents of CPR-based income ate discussed 
here. They are income from CPR product 
collection'* and proportion of income from 
animal husbandry that is attributable to 
grazing on CPRs.” CPRs’ contribution to 
household income and its stability, through 
their support to PPR-based crop farming, 
and processing and marketing of CPR pro¬ 
ducts, are not considered. The income data 
in Ihble 10, therefore, considerably under¬ 
estimate the total income contribution of 
CPRs. 

Average annual income of poor house¬ 
holds from CPRs ranged from Rs 445-830 
during the reference period. CPR income of 
large farmers did not exceed Rs 300, eju-ept 
in the Rajasthan and Madhya Pradesh 
villages. A substantial share of this income 
originated from CPR product collection in 
most regions. The exceptions were large farm 
households in Nagaur, Jalote, and Mandsaur 
districts where livestock production is im¬ 
portant. Except in the Akola and the 
Aurangabad villages, the CPR-income 


accounted for 1S>23 per cent of totid hkok^ 
from all other sources, for the poor housed 
holds. The corresponding proportions Rw- 
large farm households were 1-3 per cent oi^ 

In 6 of the 12 study areas, average annual 
income from CPRs per poor household 
ceeded Rs 700. CPR income c(mstitut<4 
more than a fifth of poor households’ iti”' 
come from all other sources in these districts 
(except Mehsana). In the case of two districts 
at the bottom, this figure was less thaii 
Rs SSO. The regional differences in the in'«' 
come from CPRs can be explained in terms 
of the extent and productivity of CPRs and. 
major activities supported by them. For 
instance, high CPR income areas like Raiseih ‘ 
Jalore and, to an extent, Nagaur are en<- 
dowed with larger extent of CPRs (IhUe I). 
Similarly, availability of high-value CPR > 
products such as gum, honey, fruits, and-, 
game, contributed to higher CPR income id 
Raisen and Dharmapuri. Poor man's animal - 
husbandry, sustained mainly through CPUs, 
was responsible for higher CPR income of' 
the poor in households of Nagaur, Mehsana, : 
Sabarkantha and Jalore. Limited area Of 
CPRs and limited number of CPR products , 
on the one hand and greater availability of 
agricultural employment opportunities due 
to cotton and paddy dominated cropping 
patterns on the other, may explain the lower 
CPR incomes of the poor in the Akola and 
the Mahbubnagar villages.'* 

Reduction in Income Inequai.ities 

The pattern of inter-class differences in 
CPR income suggests that CPRs help reduce 
the rural inequalities. The inequalities of the 
VLS-houschold incomes, measured with the 
Gini coefricient, are reduced when CPR in¬ 
comes are included in household income 
(Ihble 111. The values of the Gini coefYlcient 
varied from 0.J7 to O.SO in different areas 
when income from all sources excluding the 
CPRs was con.sidered. However, once CPR- 
based income was included in household in¬ 
come, the value of the Gini coefficient 
declined and ranged between 0.32 and 0.41 
in different areas. 

In view of the fact that CPRs contribute 
more than a fifth of the incomes from other 
sources for the poor, they should be recog¬ 
nised as an itegral part of programmes 
directed towards reduction in rural poverty 
and inequality. In fact, the CPR-based in¬ 
come works out to Rs 112 per worker in an 
area like Akola and Rs 243 per worker in 
Nagaur, even when not all components CPR- 
related income have been quantified here. If 
the unaccounted income components are 
added, CPR-based income could be much 
higher in many areas than the per household 
income generated by a number of anti¬ 
poverty programmes.'^ 


Changing Status of CPRs 

Investigation into the village-level records 
and oral accounts of the recent past in the 
study areas indicated that the contribution 
of CPRs towards the income of the rural 


r MU I 12; F\t{m \ni) Dm ivr oi CPR Land in ihi Siua Vii i .v.irs oi Sun ii-oDisiRurs 

IN rHE Dry Regions of India' 

Slate and Disirict Number of Area of CPRs as Proportion Decline in 

Villages CPR-lands (Per Ceni)Df Total Village the Area 

(ha)^ _ Area_ of CPRs 

” 1982-84 !9$0-52 1950-52 

(Per Ccnl) 


Andhra Pradesh 

Ananiapur 

2 

221 

IS 

24 

36 

Mahbubnagar 

5 

408 

9 

16 

43 

Medak 

3 

198 

n 

20 

45 

Oujaiat 

Banaskaniha 

5 

167 

9 

19 

49 

Mehsana 

5 

224 

II 

17 

37 

Sabarkaiiiha 

5 

198 

12 

22 

46 

Kainataka 

Bidar 

3 

297 

12 

20 

41 

Dharwad 

3 

242 

10 

18 

44 

Gulbarga 

3 

291 

9 

15 

43 

Mysore 

3 

.335 

18 

27 

32 

Madhya Pradesh 

Mandsaur 

4 

327 

22 

34 

34 

Raisen 

6 

770 

23-’ 

42 

47 

Vidi-sha 

4 

338 

28' 

38 

32 

Maharashtra 

Akola 

5 

192 

11 

19 

42 

Aurangabad 

4 

304 

15 

21 

30 

Shotapur 

4 

422 

19 

25 

26 

Rajasthan 

Jalore 

5 

639 

18 

29 

37 

Jodhpur 

3 

591 

16 

38 

58 

Nagaur 

3 

619 

IS 

41 

63 

Ikmil Nadu 

Coimbatore 

4 

187 

9 

17 

47 

Dharmapuri 

3 

225 

12 

26 

52 


NoteR I Based on village-level records and Held work during 1982-85. 

2 CPRs included are vUage pastures,, village forests, waste lands, unoccupied catchments 
of pondsAanks, riser/rivulet banks, wateished drainages, and community threshing 
grounds, etc, which are used for free animal grazing and collection of fuel, fodder, and 
other items. 

3 In Raisen and Vidisha villages large area of CPRs initially taken over by forest depart¬ 
ment but now avtdiable for use by the vtUagers-is included with CPRs. 
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^poor as well as rural equity was probably 
^uch'higher in the past than it is at present. 
;Both the area and physical piodu^vity of 
j^Rs, in terms of quantity and quality of 
products, have declined. Vft tried to d^- 
stient this change by comparing total CPR 
^qutput in the early 1980s with the early 
' |9S0s, when following the indepoidence, the 
:land reforms were introduced.'* For*both 
^periods physical productivity of CPRs and 
their area were recorded. The CPRs covered 
ate; village pastures, village forests, waste 
lands,'* unoccupied catchments of ponds, 
tanks, river banks, watershed drainages, and 
community threshing grounds. 

Decline of CPRs 

Decline of CPRs can take three forms: 

(i) Physical loss of resources, such as the 
submersion of grazing land in the newly 
constructed irrigation dam or area of 
CPR covered by roads and buildings. 

(ii) Deterioration of physical productivity 
of resources, as revealed by degradation 
of pastures, forest lands. 

(iii) Re-assignment of usage and property 
rights as indicated by transfer of CPR 
lands to private ownership. 

As mentioned earlier, the following 
discussion is confined to the last category 
of the decline of CPRs. 

In the dry areas we studied, CPRs mostly 
occupy sub-marginal land with undepend¬ 
able water supply. With increased resource 
scarcity, it can however be expected, that 
common property rights will be infringed or 
substituted by dejure or de facia private pro¬ 


perty rights. In the areas coveted by this 
study, the above substitution of inoperty 
rights has taken place on a large scale. For 
instance; during 1982-84, the extent of CPR 
lands in the study villages ranged from 9-^ 
per cent of total area (Ihble 12). These pro¬ 
portions ranged between IS and 42 per cent 
in 19S0-52. The area of CPRs during the last 
three decades has thus declined by 26-S2 per 
cent. 

Details of technological, institutional, and 
demographic circumstances causing decline 
in the area of CPRs, and also their plqmical 
productivity, have bMn discussed else^eie 
(Jodha 198Sa, 198Sb). Here we will confine 
our discussion to those aqiects of the decline 
of CPRs that affect particularly the rural 
poor. The main form of decUne 1$ the 
privatisation of CPRs.** Under various 
welfare programmes CPR lands had been 
distributed to people for private use. CPR 
lands had also been illegally appropriated 
often with subsequent legalisation. The 
stated intention of privatisation of CPRs 
was to give land to the poor who were 
landless or who had very little land. Hence, 
from the days of land reforms in early 1930s 
to the present day, programmes such as the 
20-Point Programme, allotment of land titles 
to the poor of CPR lands, already used col¬ 
lectively by the poor, was an important 
measure. The consequent decline in the area 
of CPRs, and the resultant overcrowding and 
degradation of CPRs have led to a con¬ 
siderable reduction in the overall quantity 
of CPR benefits for the poor. However, it 
is quite possible that the losses the poor suf¬ 


fered collectively, might have been compoi- 
sated by the individual gains from posses¬ 
sing more private land. This balance could 
be examined by comparing the magnitude 
of the decline In CPR-based income of the 
past with the returns from privatised CPR 
lands owned by the poor. A few case studies 
investigating the losses and gains have been 
initiated and await completion. 

Alternatively, one may analyse the 
changes in the land resources base of the 
poor following the privatisation of CPRs. 

Privatisation and Distribution 
OF CPR Lands*' 

It is evident from Ihble 13 that, althou^ 
the privatisation of CPRs was promoted in 
the name of helping the poor, very little land 
was received by th^. For .10 of the 19 areas 
covered, the proportion of poor households 
in the recipients of CPR lands was higher 
than the proportion of other farmers 
(Ihble 13, col 6 and 7).** However, in 16 of 
the 19 regions, the share of the poor in the 
privatised lands was lower than the share of 
all other farmers (Ihble 13, col 4 and 5). The 
poor received between 0.8 and 1.6 ha per 
household, whereas other farmers received 
l.S-4.9 ha per household. The comparison 
of landholding size before and after the 
privatisation of CPR lands indicates that 
those who had relatively more land also got 
mote land. Thus, transfer of CPR lands had 
not helped the poor to improve their resource 
position in relation to the better-endowed 
farmers. 


TABit 13: Distribution of Privatised CPRs in the Study Vii,i ages of Sei ected Districts in the Dry Regions of India' 


Suite, District and 
Number of Villages 


Total 

Land 

Given 

Total 

House¬ 

holds 

Proportion of 
Land to 
(Per Cent) 

Proportion in 
the Recipients 
(Per Cent) 

Per Household 
Land Area 
Received by 

Per Household Land Area 

Owned by 

Poor Others 



(ha) 

(Number) 

Poor* 

Others* 

Poor 

Others 

Poor 

Others 

Before* 

After* 

Before 

After 

1 


2 


4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

Andhra Pradesh 

Mahbubnagar 

(3) 

418 

343 

30 

50 

76 

24 

0.8 

2.6 

0.3 

0.9 

3.0 

5.1 

Medak 

(3) 

73 

38 

51 

49 

59 

41 

LI 

1.5 

1.0 

2.2 

3.1 

4.6 

Gujarat 

Banaskantha 

(3) 

75 

29 

18 

82 

38 

62 

1.3 

3.4 

0.8 

2.0 

5.4 

8.8 

Mehsana 

(2) 

83 

63 

20 

80 

36 

64 

0.7 

1.7 

1.0 

1.7 

8.0 

9.8 

Sabarkantha 

(3) 

127 

74 

28 

77 

55 

45 

0.9 

2.8 

0.5 

1.1 

ro 

9.8 

Karnataka 

Bidar 

(3) 

89 

53 

39 

61 

64 

36 

1.0 

2.8 

1.0 

2.0 

6.4 

9.2 

Gulbarga 

(3) 

112 

50 

43 

57 

60 

40 

1.6 

3.2 

0.8 

2.4 

4.5 

7.7 

Mysore 

(3) 

161 

98 

44 

36 

67 

33 

1.2 

2.9 

0.9 

1.9 

4.1 

11.6 

Madhya Pradesh 

Mandsaur 

(2) 

120 

55 

45 

35 

75 

25 

1.3 

4.7 

1.2 

2.5 

7.7 

12.4 

Raisen 

(4) 

113 

72 

42 

58 

68 

32 

1.0 

2.9 

1.3 

2.2 

6.2 

9.0 

Vidisha 

(4) 

123 

77 

38 

62 

48 

52 

1.3 

1.9 

1.3 

2.5 

4.9 

6.8 

Maharashtra 

Akola 

(3) 

101 

lUO 

39 

61 

38 

42 

0.7 

1.5 

1.0 

1.6 

3.1 

4.6 

Aurangabad 

(2) 

83 

53 

30 

70 

42 

38 

LI 

1.8 

1.1 

2.2 

6.4 

8.3 

Sholapur 

(3) 

132 

72 

42 

58 

53 

47 

1.5 

2.3 

0.7 

2.2 


5.6 

RRjasthan 

Jalore 

(2) 

83 

27 

14 

86 

37 

63 

1.4 

4.9 

0.3 

1.7 

•7.2 

12.5 

Jodhpur 

(2) 

403 

318 

24 

76 

35 

63 

0.9 

1.3 

0.4 

1.3 

2.3 

3.8 

Nagaur 

(3) 

147 

81 

21 

79 

41 

59 

1.2 

3.1 

1.3 

2.5 

2.4 

5.2 

Ihmil Nadu 

Coimbatore 

(4) 

206 

145 

50 

SO 

75 

25 

1.1 

2.9 

0.8 

2.5 

3.8 

3.8 

Dharmapuri 

(3) 

241 

127 

49 

51 

55 

45 

0.9 

2.1 

1.0 

1.9 

4.6 

7.5 


Noier. 1 Based on field work during 1982-83. 

2 For definition of ‘Poor’ and 'Other* households, see note 2 under Ihble 3. 

3 Before and after receiving CPR land. 
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CURRENT STATUS OF PRIVATISED CPRs 

In 7 of 19 regions more than 40 per cent 
of CPR lands received by the poor was no 
longer owned by them at the time of field 
wgrk.^^ Land was sold, mortgaged, or 
leased on long-term basis as a first step 
towards eventual sale (Thble 14).** In 
9 districts the rural poor had lost control 
over 20-40 per cent of the CPR lands they 
had received. In more than half the districts 
10-20 per cent of the CPRs land recdved by 
rural poor were fallowed. Thus the actual 
extent of privatised CPR lands cultivated by 
the rural poor was much less than the area 
indicated by Tiible 13. For other recipients, 
i c, large and m^ium farmers, the extent ot 
privatised CPR land being given up was 
negligible. A substantial part of the new land 
iicquired by targe farmers was fallowed. 

Diseniitlement or the Poor 

The complete process of privatisation of 
CPRs as it affected the rural poor involved 
thice stages: (i) they were deprived of their 
right to collectively use the CPRs, (ii) they 
were given individual title to small parts of 
privatised CPRs, and (lii) the circumstances 
disentitled them of the newly received lands. 

According to Table 13, 63-91 per cent ot 
the land distributed to the poor under 
welfare programmes subsequently changed 
owners. In contrast, the proportion of land 
that was later transacted away was only 9-37 
pel cent for land that was illegally appro¬ 


priated initially. The appropriation of land 
in a way reflected the effective and felt need 
for acquiring land and hence after acquir¬ 
ing Unpeople kept it at any cost. The CPR 
land ^stributed under welfare programmes 
may have been regarded as a dole by the 
poor. The latter parted with these lands to 
satisfy their other needs and priorities. 

Furthermore, in several areas, unlike the 
appropriated land, the lands distributed 
under welfare programmes was often poor 
and sub-marginal The low quality of the 
land may also explain why the poor parted 
with it so easily. This reasoning is supported 
by high proportion (37-47 per cent) of 
sub-marginal lands in the land given up 
Clhble 14). Thus the quality of land and the 
manner of obtaining it seemed to have 
complemented each other. 

Some more factors that directly or in 
directly impinge on effective desire for land 
can be examined in terms of resource endow¬ 
ments and capacities of the recipients of the 
CPR lands. Resource endowments arc dif¬ 
ferentiated in terms of possession of land, 
bullocks, and other complementary re¬ 
sources including experience in farming. 
Only a small proportion of the households 
who gave up the newly acquired land owned 
complementary resources (Ibble 15). Mere 
distribution of land, particularly of sub¬ 
marginal land, without the provision of 
necessary complementary resources was not 
sufficient to develop and cultivate the land. 


The situation differed dramatically for those 
households that retained the newly acquired 
lands (Table 13). More importantly, family 
labour capacity as indicated by a house- 
hold’s dependence on labour income was the 
major asspt of 62-82 per cent of the house¬ 
holds who gave up their new lands. Rather 
than sticking to a small piece of land that' 
could not be developed and used for want 
of other resources, these households pre¬ 
ferred to sell or mortgage the land and con¬ 
centrate on wage earnings. 

Inability to develop and use the land was 
the reported reason for giving up the land 
in 48-100 per cent of the cases in different 
areas. Immediate cash needs of the family 
compelled 9-32 per cent of the households 
to sell out, mortgage, lease out their land. 
Poor quality of land was reported as a 
reason for not retaining the land by mote 
than SO per cent of the households. 

To sum up. our analysis shows that 
privatisation of CPRs as a strategy to help 
the rural poor yielded a negative result. The 
collective loss of the poor from a decline of 
CPRs has not been compensated by acquisi¬ 
tion and retention by the poor of privatised 
CPRs. Alternative strategies to help the poor 
are needed. One strategy could be to develop 
CPRs and improve their use through techno¬ 
logical and institutional interventions. How¬ 
ever, it may be pointed out that growth in 
the CPR productivity alone may prove 
counter-productive. At present the process 
of self-selection of CPR users, tend to induce 
mainly the pooi to depend on these re¬ 
sources. CPR activities arc low pay-off 
options. The poor chooses them as the 
opportunity cost of their labour is lower 
than the returns from CPR aaivities. An 
increase in CPR productivity will induce 
greater demand on CPRs. through (i) in¬ 
creased number of users, (ii) pressure for 
privatisation including through illegal 
appropriation, and (iii) encroachment by 
government in the form of handing over of 
more paying CPRs to contractors as has 
happened in the past. The consequence in 
all cases would be reduced benefits to the 
rutal poor. Hence, the management or 
regulated use of CPRs is as important as any 
measure directed to raise their prodictivity. 
Identification and evrduation of intervention 
measures to meet these objectives, form a 
part of our ongoing work on the subject. 

Noten 

[The views expressed in the paper need not 
necessaril/reflkt the position of ICRISAT. The 
author is thankful to Tom S Walker, Rolf A E 
Mueller, Rajender P Singh, and Kailash 
C Sharma for commenting on earlier drafts of 
the paper, and Ch Vijaykumar and Ashok 
Kumar Singh for their help in data processing.] 

1 Ground-water is also often regarded as a 
CPR, although it may not (unlike 'rther 
CPRs considered by us) belong to any 
identifiable community. 

2 The neglect of CPRs in the process of rural 
development has been so great that even 
when some programmes are directed to 
these resources, tbey are adopted more as 


TAmi 14; CllRRhNTSlAri;SOFTHECPR LANDS OiVTN R>THlRt;RM POOR IN IMF STUDY Vll I Aril S 
OF StI FCIED DISIRKTS IN THt DrY REGIONS OF INDIA, 1982-85' 

State and District Total Land Poor Piopnrtion (Per Cent) of the 

and Number of Given Households^ __ Recei ved Land__ 

Villages (ha) (Number) Sold/ Fallowed Cultivated 

MortKaged ' 

__Lea sed' _ 

Andhra Piadcsh 


Mahbubnagai 

(.<) 

209 

262 

50 

3 

47 

Mcdak 

(2) 

38 

34 

10 

9 

81 

Gujai.il 

Itanaskaniha 

(3) 

14 

11 

26 

- 

74 

Mehsana 

(2) 

17 

23 

59 

10 

31 

Sabai kaiitha 

(3) 

35 

41 

45 

12 

43 

Karnataka 

Bidar 

(3) 

34 

35 

21 

14 

65 

(iiilbarga 

(3) 

48 

30 

25 

8 

67 

Mysore 

(4) 

70 

66 

41 

/I3 

46 

Madhya Pradesh 

Mandsaur 

(2) 

54 

41 

30 

20 

50 

Raisen 

(4) 

48 

49 

18 

10 

72 

Vidisha 

(4) 

47 

37 

21 

IS 

64 

Maharashtra 

Akola 

(3) 

39 

58 

21 

- 

■’9 

Aurangabad 

(2) 

23 

23 

54 

IS 

36 

Sholapur 

(3) 

55 

38 

48 

9 

43 

Rajasthan 

Jalore 

(2) 

14 

10 

44 

- 

56 

Jodhpur 

(2) 

97 

112 

33 

IS 

52 

Nagaur 

(3) 

39 

33 

30 

3 

67 

Thmil Nadu 

Coimbatore 

(4) 

103 

109 

21 

6 

73 

Dharmapuri 

(3) 

120 

70 

13 

3 

85 


NoteF. 1 Based on field work during 1982-83. 

2 For definition of ‘Poor* and *Otliers’ households see note 2, under Ihble 3. 

3 Lands leased on long-tenn batis (liinilir to mortgaged lands) are included here. 
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physical measures and have little concern 
for their C PR conteti lor insianc" efforts 
in terms of research and development acti 
vines relating to forests and grasslands or 
measutes to harness runoff and ground 
water, are seldom adopted in the rramework 
of CPRs I ven m the programmes con 
noting group orientation, c g, rural co 
operatives or commumty development pro 
jects, the “community” ts usually by passed 
due to the PPR orientation of development 
activities (Jodha 1973) 

3 They included local school teachers or other 
village level functionaries, elderly villagers 
persons from voluntary agencies, educated 
youth in the villages and workers of some 
research organisations engaged in theTield 
investigations m the areas covered by our 
study 

4 Information on the extent of CPRs at 
laluka or district level was difficult to 
assemble 7 he secondary data or official 
records on land utilisation while reporting 
the extent of foiest waste land, etc,vdo not 
provide aiiv indication about their owner 
ship status (e g, whether owned by govern 
mem piivaic individuals or, a village com 
imimiv etc) Hciice, it was impossible to 
estimate the extent of C PRs in the total area 
repotted at taluka level 


5 Information from medium farm households 
(I e, category (m)). was collected only from 
some and not from all the villages Hence 
It IS not reported in this paper 

6 Details about rural households, dependence 
on CPRs, and their employment and in 
come gams from CPRs for Raisen and 
Nagaur districts as reported in this paper 
mas slightly differ from the preliminary 
results about the same districts reported 
earlier (Jodha l98Sa) This iS due to the 
availability of additional information and 
exclusion ot medium farm households from 
this paper This also applies to employment 
and income details reported in the paper 

7 The highest number of C PR items recorded 
from a small farm household m a village 
in Raisen district of Madhya Pradesh was 
22 For a similar account oi product col 
lection and dependence of the rural poor 
on CPRs in the irrigated areas of Uttar 
Pradesh and tnbal areas ot Andhra Pradesh, 
see, Dasgupta (1985) and Al RC (1985) 
respeclivelv 

8 In view of the situation specific relative role 
of these factors in different villages, it is 
difficult to explain the regional differences 
m the dependence of people on C PRs with 
reference to specific factors This limitation 
will also apply to the regional differences 


in quantified benefits reported m the 
, following discussion 

9 Large farm households used fuel for 
multiple purposes, e g, cooking food and 
animal feed, making tea quite frequently, 
heating water for bath, etc They also epn- 
sumed small quamiiies of kerosene as well 
The poor used fuel mainly tor cooking food 
and often only once a day In most cases 
the fuel requirement was higher during the 
rainy season, partly because of the reduced 
fuel use efficiency due to humidity 

to Though varying m its extent, the practice 
ol “salvaging" unproductive animals was 
observed m practically all the study areas 
large farmers gave their unproductive 
animals to the poor for mamtetuuice as it 
was costly to maintain them, at their own 
farm, using the feeding standards followed 
by the targe farmers When such animals 
became productive thes were returned to the 
large farmer and nei additions to the value 
ot such animals (itiei becoming productive) 
was shared by the two parties Depending 
on the type of animal necessity of seasonal 
migration of animals due to fodder water 
scarcity, and marketability of animals, the 
terms and conditions governing this prac 
lice ditfeied from region to region In areas 
like Ciujarai and Rajasthan such herding 


1 SBI l 15 SOMI ISDK SIOKS (II I \( lOKS C Al MVf DlSI*OSM-SM(IM)l ( PR 1 ANUS OlS FN III 1 Ht Rl k M I'lKIR IN 1 Ilf Si I OS Vll I 

IN III! Drs Rkionsoi Indis' 

Some Attributes ol C PR I ands (A) Retained and (B) (uven Up by Pocr Households in the Study VilUccs ot' 


Details 

Andhr i 

Oil! irat 

l.arnataki 

Madlisa 

Maharashtra 

Rajasthan 

Tamil Nadu 


Piadesji 





Piadcsli 








A’ 

B'' 

A 

B 

A 

B 

\ 

B 

A 

B 

A 

B 

A 

B 

Total land area (ha) 

Ibtal households 

139 

108 

39 

27 

83 

69 

114 

35 

71 

48 

99 

51 

189 

34 

involved (number)' 
Proportion o( lands 

208 

88 

53 

22 

75 

56 

103 

24 

76 

43 

113 

42 

147 

32 

(under A and B) thiough 















)3cllarc ptoyriiiiiiics' 

(per cent) 

12 

68 

38 

63 

22 

72 

43 

91 

24 

83 

15 

78 

19 

70 

Illegal grabbing (pci iviit) 
Proporiion ol sub niiicinil 

KK 

12 

62 

37 

78 

28 

57 

9 

■’6 

r 

65 

22 

81 

30 

lands to lands (iindci 

A and B)* (per cent) 

9 

45 

0 

37 

6 

45 

0 

IT 

9 

25 

35 

19 

20 

47 

Proportion ot households 















who had (be lore 
acquiiiiig CPR lands) 

Own land (per cent) 

SS 

4 

91 

45 

81 

20 

95 

0 

92 

8 

60 

12 

53 

0 

Bullocks (pet ccni) 

Heavy dependence on 

27 

0 

66 

0 

43 

7 

64 

8 

39 

0 

62 

7 

27 

6 

labour income (pci cent) 
Proportion of households 

24 

^0 

13 

82 

4S 

71 

10 

62 

24 

81 

25 

76 

28 

78 

giving up land due to 
Inability to develop use 
the land (per cent) 

C ash needs ot the 


48 


’7 


71 


88 


74 


91 


100 

family (per cent) 

Poor quality 


52 


23 


29 


12 


26 


9 

- 

- 

ol land (per cent) 


50 


58 


5“ 


61 


58 


63 


52 


Mi/cs 1 Based on field work during 1982 85 

2 Details are presented bs pooling data lor different districts for each state presented in Ikble 14 

3 A CPR lands received and retained by the recipients 

4 B CPR lands icccistd and subsequently given up by the recipients 

5 I he households incluJcd under category (B) include all those who had partly or fully given up Ihcir newly acquiie4 lands 

6 Under the progtammes ranging Irom iniroduciioii ol land reforms in the early 1950s to the new 20 point programme in the early 1980s, 
land was distiibuicd to the rural poor as a pan ol Uie wcllare programme 

7 Lands were illcgallv enchroched initially, the possession was regularised subsequently by revenue authonties. 

8 Rocky gravelly steep and completely cnoded lands, and the lands with problem soils (eg. saline soils) etc, ate ii^uded under this category 





«as an important soune of income for the 
rural poor 

11 We did It quite reluviantly »•> the pioducii 
\it> ol vhild labour in terms of kollection 
of a number ol C PR produits was often 
equal lu or higher than that of adults 

12 The grazing emplosmcnt days may involve 
some under repotting as only those cases 
were included wheie grazing on CPRs (as 
agamst private lands) were cleartv detectable 
from the worVshecis of investigators 

n Cieorge (1984) reported per household 
12^ mandays of additional employment, 
generated IRDP m his study villages in 
Rajasthan A study by NABARD (1984) 
leported additional employment of 109 163 
mandays per beneficiary family due to 
various schemes (except tailoring) covered 
by IRDP in eight slates PEO (1983), reports 
13 69 per cent increase in employment due 
to IRDP Schemes m different areas How 
ever absolute number of mandays of 
additional employment were not reported 

14 Income tiom CPR products was estimated 
by first making an inventory of the total 
pioducts collected by lespondent house 
holds during different seasons and then 
calculating ihcir value on the basis of the 
village level prices of the products These 
prices were much lower than the correspon 
ding prices even at the taluka town level 

1^ Estimation of livestock income attributable 
to ( PR grazing is based on dau on animal 
hiivh imliv piaciiccv (c L vt ill tccdine era/ 
mg including on C PRs) ind on composi 
lion of livestock income Apportioning of 
inimal income to CPR grazing was simple 
lor sheep goals and cuircnilv unproduc 
tivc animals that wcA almost totally main 
lamed ihioiigh C PR gi i/iiig cspcciallv bv 
the lural pevor In the case ol animals in 
solving both stall feeding snd open grazing 
onlv dung income was apportioned between 
C PR grazing piivale resource grazing and 
stall feeding on the basis of animal unit 
d rys involved This however, resulted in 
consideiably undcicsiiniaiing animal in 
come attributable to CPR grazing 

16 Levels and the regional pattern of C PR in 
comes (Tibie 10) may change if income 
from CPR product processing and market 
ing IS considered This was indicated by 
rough ci'culiiions based on limited cases 
ol processing marketing and handicrafts 
based on CPR products m different areas 
They included Ss'ap nut in Autangabad 
forest products for basket patiol, and 
matress making in Mysoie Dharmapuri 
Mandsaur and Raisen areas, sisal and other 
products used for making rope and other 
fibre m Akola, Sholapur and Mahbubnagar 
areas wild fruits for making pickles and 
medisine m Nagaur and Raisen These 
actisiiies could add about 9 21 per cent to 
the already reported CPR income in 
dillerent areas 

17 A study by NABARD (1984) reported that 
lor 10 per cent of the beneficiary house 
holds per household inaemental income 
trom IRDP in different states was upto 
Rs 300 For another 13 per cent tt ranged 
between Rs 301-1,500 According to PEO 
(1983) Studs, the per household incremental 
income from IRDP schemes ranged from 
Rs 1,069 Rs 2,T70 However, in several areas 
the incremental income from different 
schemes was less than or around Rs 600 per 


tamilv Isutiv Krishnan (1984) reported that 
39 per cciii ot the participants m IRDP 
schemes in his studs village in Keiala did 
not have anv change m iheir income 
Anothci 24 per cent of the families got 
insrcmcnl il income ol less than Rs 400 per 
laniilv 

18 land rclonns setsed as an important event 
to facilitate the lecall of the past bs the 
people Moreover, the status of C PRs was 
greatly affected by various by laws and side 
effects ol hnd reforms (Jodha 1983a 
1983b) Hcnc it was quite comtniem to 
gather del ills fiom oral history and records 
before this ch ingc 

19 All the village waste lands unlike other 
CPRs listed here do not lall under the 
jurisdiction of village or village panchavat 
They belong to State Revenue Dcpatincnis 
However since thev are common access 
resources for the concerned village com 
munity they are village CPRs for all prac 
tical purposes Historically, these commons 
were categorised as waste lands not on the 
basis of their extent of biological or 
economic productivity Being uncultivable 
(or uncultivated in some cases), iho were 
ion revenue generating lands Hence the 
colonial government classified them as 
waste lands Tor some implications ot this 
categons ition, see Shiva (1986) 

20 In some i tses area of CPRs also declined 
due to trin^fci ol land to institutions (c g 
milk CO 'pidtivc village school public 
works dep II tincnt, forest department etc) 
Lor a bud account of causes and con 
sequences ot transfer of forests to stale 
control see Singh (1986) 

21 The details on this aspect were collected m 
the following manner First, the land parcels 
(currently piisately owned lands that had 
CPR status in the past) were identified 
Then the households, which received owner 
ship of the land under various welfare pro 
grammes or through grabbing were identi 
fled Intoiniaiion about the resource posi 
tion of llitse households was collected 
Current ownciship and use status ol these 
lands wcic also recorded For understand 
able reasons it was not possible to cover all 
privatised C PR land The extent ot the land 
icit out bio idly ranged between 18 32 per 
cent in dillerent villages 

22 Others in labics |3 IS do not necessarily 
include onlv large farmers unlike the dau 
repoiled bv rest of the Tables in the paper 
In the latter "large farmers indicated bv 
Others were deliberately selected In the 
case of privatised CPR lands, the primars 
step was selection of land paicel and then 
an enqui y into who got ii The recipients 
of CPR land parcel included people other 
than large farmers also 

23 This suggests that poor people's approach 
to land IS not different from other assets 
given to them under various anti poverty 
programmes Based on more than a dozen 
evaluation studies of IRDP, Rath (1983) 
summarises the extent of curient non 
possession (22 72 per cent) of the assets 
initially distributed to the rural poor under 
the integrated Rural Development Pro 
gramme in different states 

24 Since in most of the areas there were legal 
restrictions on purchase of land trom 
economically and socully backward groups 


leasing of land was used as a cover 
acquiiiiig such lands 
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ICs: The ‘Other Side’ 

E S Lala 


THERE has been a recent journalistic 
tendency to use emotional and misleading 
'Arguments, unfounded generalisations and 
unwarranted conjunctions of ideas and these 
have been largely responsible for a great deal 
of worry by the uninitiated layperson about 
contraception. 

The long-acting injectable contraceptives, 
both Depo-Provera, (depotmedroxyproge- 
atcronc acetate or DMPA) and NET EN 
(norethindrone cnanthate) are used widely 
in both developing and developed countries. 
One or both have been used in about 100 
countries. DMPA is generally given in a 
three-month dose of ISO mg, and less often 
In a six-month dose. NET EN is recommend¬ 
ed for administration using 200 mg at either 
eight-week intervals or every-eight weeks for 
|he first six months and then every 12 weeks. 

An estimated 2.3 million women are using 
DMPA. The countries which arc predomi¬ 
nantly using arc Thailand, Sri Lanka, New 
^Zealand and Jamaica which has the highest 
reported percentage of women using injcct- 
ables. About 275,000 women use NET EN. 
Monthly injectables made up of progestin 
and an estrogen are used in China and 
Mexico. 

In response to requests for advice on 
injectable contiaccptivcs by Ministries of 
Health, family planning programmes and 
other international agencies, the Special Pro¬ 
gramme of Research, Development and 
Research Training in Human Reproduction 
of the World Health Organisation has given 
high priority to research on the safety and 
effectiveness of the injectable contraceptives. 
International experience with the drug is 
, now substantial. It has been in clinical use 
for over 15 years and has been the subject 
. of extensive human research, none of which 
has revealed a substantial threat to health 
or life. The WHO entitled “Facts about 
Injectable Contraceptives” states “Clinical 
evidence from more than 15 years of use as 
contraceptive agents show no additional and 
possibly fewer adverse effects than are found 
with other hormonal methods of contracep¬ 
tion. The particular advantages of DMPA 
and NET EN as highly effective, long-lasting 
and reversible contraceptives make them 
important as options for women desiring a 
method of fertility regulation!' 

Injectables have non-contraceptive bene¬ 
fits. Some lactating women taking DMPA 
may have an increased supply of breast milk. 
DMPA, like oral contraceptive, reduces the 
risk of pelvic inflammatory disease. Also, 
DMPA may reduce the .symptoms of sickle- 
cell disease, a genetic disorder most common 
in parts of Africa. Some women using 
. DMPA gain weight usually from 1-5 kg. This 
' factor could be beneficial to Indian women 
who are generally undernourished and 
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utiderweight 

Both DMPA and NET EN are highly 
effective, with annual pregnancy rate of less 
than one per 100 users. This should not be 
confused to mean that there is no reversible 
trend in this method of contraception. Most 
women do not become fertile for four or five 
months after discontinuing use, but there is 
no evidence that fertility is permanently im¬ 
paired. On the question of side effects, one 
of the disadvantages quoted so often is that 
injectable contraceptives disrupt the normal 
menstrual cycle, causing irregular bleeding, 
lack of menstrual periods, or occasionally 
heavier bleeding There is no evidence that 
these menstrual changes pose a risk to 
health. In fact, to the extent that they reduce 
menstrual blood loss, they may reduce the 
risk of anaemia. Injectables have proved 
popular in the countries where thc>’ arc 
readily available through family planning 
programmes or available commercially. 

Concern over injectables focuses on 
studies in beagle dogs, which developed 
benign and malignant breast tumors, and 
studies in monkeys, which developed endo¬ 
metrial cancer while receiving high doses of 
these hormones. The relevance of these 
animal studies to humans has been ques¬ 
tioned. In particular, testing hormones in 
dogs and at very high doses has been 
challenged. Studies in humans using inject¬ 
ables show no increased risks of cancer. An 
ongoing, large, tnulticentrc case-control 
study conducted by the WHO is providing 
clearer answers to the cancer question. 
Preliminary results show no added risk of 
breast or cervical cancer with DMPA use. 
In fact, progestins, including DMPA, are 
used to treat endometrial cancer. Other 
large-scale studies, arc underway in New 
Zealand and Kenya. A number of methodo¬ 
logically sound studies of combined oral 
contraceptives suggest that, in humans, pro¬ 
gestins. protect against endometrial and 
ovarian cancer and have no effect on breast 
cancer risk. After examining the cancer 
issue, the WHO Toxicology Review Panel 
and the International Medical Advisory 
Panel of the Iniernaiionai Planned Parent¬ 
hood Federation, as well as a number of 
other medical bodies, have endorsed the use 
of injectable contraceptives. 

To conclude, studies to date have not 
shown the damaging effects of injectable 
contraceptives. In fact, injectables have 
proved satisfactory contraceptives with 
several advantages and some minor dis¬ 
advantages. There are no damaging effects 
on infants exposed to the drug in uiero or 
via breast milk. To most women disruption 
of the menstrual cycle, the major side efiect, 
is not a health hazard. Finally, women in 
various parts of the world have shown that 
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they are quite capable of choosing for 
themselves, whether or not the advantages 
of the injectable contraceptives can over¬ 
come the disadvantages of some menstrual 
disturbance. In this respect, it is simply not 
true that illiterate or rural women arc not 
capable of deciding foi themselves, as many 
foes of injectable contraceptives claim. This 
is proven by acceptability studies carried out 
in many developing countries. 

The attitude of the feminist activists is an 
exceptional example of how easily people 
can be destructive and biased in reviewing 
a scientific issue which is so emotionally 
loaded. If one looks at all the evidence 
available today with some objectivity, we can 
fairly say that injectable contraceptives are 
satisfactory contraceptives with .several 
advantages and some disadvantages, but 
that they do not face any more unresolved 
issues than the pill. So let not feminists, 
health activists and bio-medical researchers 
come out with misleading statements, mis¬ 
quotations and errors out of ignorance in 
their deliberations and pass obstructive 
resolutions, as a point by point rebuttal 
would only be excessively lengthy and 
tedious (see ‘Hormonal Methods of Contra¬ 
ception’, in EPIV, April 26). 

Such resolutions cause a great deal of con 
tern among the government, the Indian 
Council of Medical Research, The Family 
Planning Association of India and among 
individuals interested in responsible pro¬ 
motion of family planning. Factual errors, 
distortions and biased quotations need to be 
placed in perspective with the large volume 
of data accumulated on the subject and 
which are usually not mentioned. 


Tata Burruuj^hs 

TATA BURROUGHS has actively co¬ 
operated with the Department of Telecom¬ 
munication in its Experimental Packet Swit¬ 
ched Data Network, which v^s inaugurated 
recently by the Minister of State for Com¬ 
munications for service to public The net¬ 
work is the precursor to a more comprehen¬ 
sive nationwide network; it currently con¬ 
nects company’s offices in Bombay, Delhi 
and Madras. Only one of four initial users 
of this network, the company has actively 
pursued this activity in continuation of its 
worldwide networking activities with 
Swissair and SWIFT. Thta Burroughs has 
attached its state-of-the-ait B-25 super micro 
computers with advanced dau communica¬ 
tions facilities such as the international 
standard X-2S communications method. The 
B-2S which is one of the very few small 
computers to have this advanced facility will 
be used by Ihta Burroughs to exchange 
information related to its international and 
domestic activities between its headquarters 
in Bombay and its software centre in Delhi 
as well as its regional centre in Madras. 
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Amarsinh Chaudhary 

Chief Minister, Gujarat 


THE present Gujarat Ministry had assumed 
power on July 7, 1985. It has completed one 
eventful year. This one year marks an important 
milestone, heralding an era of new age. In this 
short span of time, the State has faced and over¬ 
come many difficult challenges, have adopted 
result oriented measures and taken steps to fulfil 
hopes and aspirations of ordinary people. The 
Chief Minister here outlines some of the strides 
made in various fields during this one year, 
which have helped Gujarat march onwards on 
the road of development. He mentions about 
great efforts made by the people, dynamism 
shown by the administration, communal har¬ 
mony, extension of social justice, positive 
measures taken for health and public welfare, 
new education policy, new projects of making 
women partners in upliftment activities, expan¬ 
sion of FOOD FOR ALL programme, careful 
planning of facilities provided to the protectors 
of law and order, co-operation from all sections 
Of society for achievement of emotional integra¬ 
tion, industries, drinking water, meeting challenges 
of drought situation, irrigation and Narmada 
Project. These are some of the measures con¬ 
tributing to all round progress. 

K ♦ * 

The present government of Gujarat completes 
its one year in saddle today, and enters the second 
year of its existence. This is considered a very 
short span in the life of a state and yet however 
, it had encompassed many fields and activities. 

, Politically speaking, after the formation of 
Gujarat state, many changes in the government 
have been witnessed. The present government 
took reins of power in its hands after about two 
and half decades of the state’s existence. It was 


Silver Jubilee Year of the State. On the political 
front, when the last term was completed, the 
government in power belonged to our party and 
when the new ministry was formed on July 6-7, 
1985, then also the government of our party took 
the reins of power. Therefore there is no need 
to talk anything about the policy of our party. 
The focal point in this policy was to give a con¬ 
crete and definite direction to this policy to fulfil 
the call given by us to the people of the state 
And during the year just passed, many measures 
were taken which received full support from the 
people at large. Not only that but political par¬ 
ties also lent their co-operation and support in 
this endeavour towards march on the road of 
progress and success was achieved due to the co¬ 
operation of ail concerned in establishment of 
emotional integration. All this helped to le- 
establish an atmosphere of peace and tranquillity 
and an impetus was given for building up of New 
Gujarat. All these developments of the year just 
completed lends historical importance and 
heralds a milestone for beginning of march 
towards the 21st Century. 

While glancing through the year, we are faced 
with the period of these two and half decades, 
which were full of immense possibilities to carry 
out the changes. A great and promising oppor¬ 
tunity is before us to realise the golden dream 
of glorious Gujarat and it is the call of the day 
that each and every citizen of Gujarat, irrespec¬ 
tive of their caste, creed, language, dress, 
religion, etc, contribute their mite, with full zest 
and co-operation in this march forward. No 
attempt is made here to draw a rosy picture of 
achievements of the present ministry. Only the 
people have to evaluate its performance and the 
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people of Gujarat, are wise, intelligent, practical 
and have sound sense of business acumen. And 
its farmers, agriculturists, farm labourers, mill- 
workers possess sound commonsense. They are 
all very well aware about what have been 
accomplished during this eventful year and also 
for whom. They also know how much accelera¬ 
tion has been provided for improvement of 
economic life and for bringing about the social 
change; what direct benefits have accrued to the 
people at large and what future programmes are 
yet to be undertaken to meet their requirements. 
The year just rolled by has drawn a clear picture 
in this regard. But we have still to widen horizon 
for the development of Gujarat. The state can 
ill-afford to get itself entangled in narrow class 
or individual self-interests. Moreover this is 
against the nature of the people of the state. 
Gujarat always has to keep its goal before its eyes 
and in that case, it is not difficult nor hard to 
reach this goal. Therefore we cannot afford to 
keep in bondage the wings of hopes and aspira¬ 
tions of people, who are full of adventurous 
spirit, patience and enthusiasm and having 
strong will and desire to march on the road to 
progress. The wings are to be kept flying in the 
air and not to be clipped so as to reach high 
peaks of achievements. Let Gujarat become the 
leading state in the country in respect of 
developments, in improving living standards of 
ordinary people and in the distribution of social 
justice. This is the clear cut path demarcated by 
the achievements of last year. 

You must have noticed that the whole scene 
on industrial front of Gujarat has undergone 
vast and rapid change. On the industrial map 
of India, it occupies second place and nobody 
is in doubt that it will soon reach the first place. 
We have been able to create new awareness, new 
atmosphere for establishing industries. There are 
indications of investments to the tune of as much 


as Rs 5,000 crore in big industrial ventures in 
the year to come. On the chemical production 
front in the country, Gujarat’s share which is 14 
per cent, would go up to 23 to 24 per cent. With 
implementation of Narmada Project, industries 
shall get further fillip for development. From the 
agricultural produce alone, the farmers, the 
agriculturist shall derive an income of about 
Rs 4,000 crore—a colossal amount. Just 
imagine vast changes this would bring about in 
the economy as a whole, when such huge 
amount becomes available in the hands of 
farmcrs/agriculturisls. What a big scope shall 
be created in the marketing arena; what vast 
opportunity for development of farm based 
trade and industries shall be opened up. And 
therefore this is the opportune time to plan for 
all these future developments. For this reason 
only, we have adopted a new idea of establishing 
training schools keeping in view the requirements 
of employment oriented education. Fundamentals 
of new education policy are to expand coveiage 
of education in such a manner so that school 
going children go to their schools regularly, 
increased facilities are provided for technical 
education in backward areas, residential schools 
are established and increased educational 
facilities are provided to tribal and scheduled 
caste and scheduled tribe as well as weaker sec¬ 
tions. These are some of the measures taken by 
Gujarat in recent times. With a view to provide 
equal opportunity for education, 1,000 merit 
scholarships with certain income criteria, are to 
be given this year under a scheme of encourage¬ 
ment. Besides tuition fee, fellowships shall also 
be given. Foi the purpose, we shall establish 12 
model residential schools for bright and clever 
students. It is our intention to laise this figure 
to 100 during the Seventh Plan. For higher 
education, a new university has been added this 
year. 
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UPLIFT OF POOR, TRIBAL & 
BACKWARD PEOPLE IN GUJARAT 


A Prime Goal of Amorsinh Chaudharl’s Mlrrlstry 


NUMEROUS steps in ONE year 


• Fnm HouM-Slie Plots to 32 thousands Landless Lobourers and Arti¬ 
sans of Rural areas- Financial Assistance tor construction oi house 
on 37 thousands plots. 

• Maximum rate of daily wages increosed from Rs 9 - - to Rs ii ■ • 

• Special Incentives to entrepreneurs Irom Weaker Sections and 
Women 

Fellowship to about 1000 Students ol Adivosi and Economically 
BacKword Sections. 

• 12 Resident Schools in backward areas of the cost ol Rs 4 44 crores 

• More than 12 thousands acres ot land distributed under the prog¬ 
ramme of Olsirlbutirm of Surplus land 

• More Ihon 7500 houses oilolfed to the people from Economically 
Backward Sectiom 

• Eiectnilcatlon of about 25000 wells ond 900 villages 

• 43B% achievement under Slum improvement Programme 


• Drinking Water facilities provided to more Ihon1000 vMloges during 
19B5-86 

• 99.000 people benefited under integrated Rurol Oeveiopement 
Progromme 

• 64 62 lokhi Mondoys Rural tmpioyment generated- (117% 
Achievement) 

• 70 lokhs Mondays Employment to Rural landless labourers(13B% 
Achievement) 

• 51000 Scheduled Caste and 67000 Scheduled Tribe families pro¬ 
vided financial assistance. 

• Successful implementation of.“Food For AH” progromme. 

• Ettecfive implementation ol Mid-day Meal P.’ogromme. 

• Economic Umbrella to Farmers through Crop msuronee 
Progromme 

• Moneiory asstsionce to landless women looourers during first two 
maternities at rmnimum wage (Ofe. 
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For balanced development of all areas, a new 
industrial policy has been adopted. It emphasises 
taluka as a unit instead of district as a unit, pro¬ 
vides incentives to industrialists, gives special 
benefits to backward class people and women 
entrepreneurs and in view of that preparation 
of new educational system keeping in view 
increased demands of industries. If industries are 
taken to the doorsteps of people, many problems 
could be solved, it could open doors of employ¬ 
ment, reduce pressure on land, rush and migra¬ 
tion to cities could be avoided, put a stop to crea¬ 
tion of slum areas, solve housing problem, 
reduce severity of poverty in urban areas, pre¬ 
vent break up of villages and thus could lead 
to a bright and beautiful picture of future 
development could emerge. Such efforts have 
already been initiated during this short spell and 
they are still to be continued. Keeping in view 
the policy of upliftment of weaker sections, 
the present government is implementing us 
programmes. 

Earlier a reference has already been made 
about the necessity of reducing pressure on land 
because supply of land to its demand is limited. 
An average land-holding comes to about an acre. 
But emphasis is being laid to take results of 
researches to the fields to reap their benefits and 
get higher production per hectare. Production 
fiom the fields have increased due to the scheme 
of training and visits, improved seeds, fertilisers, 
spraying of pesticides, judicious use of irriga¬ 
tion water, good marketing organisation, useful 
infrastructural credit facilities, assistance to 
weaker farmers in the form of subsidy, facilities 
available under tribal sub-plan in the tribal areas, 
crop insurance scheme, support price, etc, 
strengthening of this whole system has resulted 
into increased farm production. However this 
year’s drought situation have definitely upset our 
calculations. But this hurdle has been created by 
nature. Yet however on the whole the state is 
marching significantly forward on the farm 
front. 

Just as, at the beginning of the year, the 


government had speedily met the situation and 
had solved the problems sitting across the table, 
likewise we are now about to tide over the big 
challenges of scarcity over large parts of the 
stale, with co-operation of the people. In spite 
of limited financial resources, the state has spent 
as much as an amount of Rs 350 crore to meet 
this unprecedented scaicity condition. This year, 
an unprecedented crisis for drinking water, 
which was never faced in the past, had arisen. 
Big cities like Rajkot, Jamnagar and towns and 
villages in other parts of Saurashtra, Kutch and 
North Gujarat were facing acute shortage of 
drinking water The state faced this situation on 
a war footing and made elaborate arrangements 
to supply drinking water through trains, tankers, 
etc. Social service organisations contributed 
significantly in this endeavour and therefore 
Gujarat succeeded in overcoming this difficult 
all pervading pioblem. The Prime Minister, Shri 
Rajiv Gandhi, paid a quick visit to drought 
affected areas and ptovided Central assistance 
promptly. 

Alongwith facing the challenges, benefits of 
measures for social and economic upliftments have 
started percolating directly to the weaker sections 
of society. During the year, several social and 
economic upliftment measures were adopted to 
bring them above poverty line. These were in the 
form of raising limit for house building for 
landless labourers to Rs 6,(X)0; coverage under 
the Food for All Programme of a total of Rs 1.80 
crore beneficiaries in phased manner; implemen¬ 
tation of social security accident insurance 
scheme in four districts; setting up of a special 
board under the Chairmanship of the Chief 
Minister to provide basic facilities to backward 
class peop’e and a provision of as much as Rs 10 
crore; increase in daily wage for farm labourers 
and its benefit to over 24 lakh beneficiaries, 
special pilot project for development and im¬ 
provement of coastal saline land, special 
ordinance to protect tenancy rights and distribu¬ 
tion of free household plots. 

Approach roads for localities of weaker sec- 
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Meeting the challenge of drought: 

Gujarat example 

Anuvsinh Chaudharl & His Ministry Score Success to Save 
Scarcity-gripped People & Cattle-Wealth of 13390 VHIageSb 


Advance Planning to meet grim 
situation 

Employment to more than 16 lakhs 
people daily 

Increase in maximum daly wages 
at Scarcity work - payment of Rs 
1 50 crores to 1 /5 crores daily 
Water supply to worst affected ^ 
Rajkot City tram First ever in > 
the history of Gujarat 
Implementation of water supply 
schemes on war footing to provide 
water to Saurashtra and other 
areas of State 


Master plan of Rs 66 34 crores for 
12 thousand ttsrsty villages 
Distribution of grass at subsidised 
rate - 60 pase per kg to small and 
margmal farmers 

• Rs 1 10 per kg to farmers holding 
50% land under ceiling Act 
Fodder and shelter to 2 50 lakh 
cstftle heads in 400Gaushala- 
Panjarapotos and 162 cattle camps 
run by Volunlary Agenaes 
100% increase in cash,doles to 
infirms Handicapped children Rs 
4 per day More than seventy 
thousand beneficiaries 
Distribution of sukhadi and Butter 
milk to workers 
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tions of people, portable drinking water, com¬ 
mitment to provide electricity, a time-bound pro¬ 
gramme to build houses for tribal Harijans m 
tribal areas, provision of payment of minimum 
wages during maternity leave period to unskilled 
women workers, the programme of distribution 
of free text-books from 1st to 7th standaid 
primary students of tribal areas and 1st and 2nd 
standard primary students of the rest of the state, 
etc, are some of the measures taken which have 
directly benefited the weaker sections of society. 
Besides the state would also cover all the students 
from 1st to 7th standard by 1990 under the pro¬ 
gramme of distribution of free text-books. When 
we talk about education, we cannot forget to 
mention developments on the cultural front 
also. Here the noteworthy developments aie 
announcements of formation of Urdu and 
Sindhi Akademis, recognition to Kuichi 
language and such other measures. 

One of the outstanding and noteworthy 
features is on the front of social justice. The 
attention of the country as a whole has been 
attracted towards the experiment of “Lok 
Adalats” of Gujarat. Till date 116 Lok Adalats 
have been organised. This has helped resolve 
many complicated cases in a healthy and happy 
atmosphere. It has also provided an impetus and 
hope has been raised to expand its vista to 
cover some of the High Court cases in lok 
Adalats and thus reduce pressure of High Court 
cases. 

This government has laid great emphasis on 
providing good public service. For this purpose, 
a new procedure and system has been evolved 
so that the administration is result bound and 
not procedure bound. It would lay emphasis on 
efficiency and good conduct shall be rewarded 
and no quarter would be given to the corrupt, 
the lazy, the inefficient. For the purpose, the 
government has thought of a scheme of declara¬ 
tion of wealth and property right from the lowest 
of government servant to the Chief Minister and 


arrangements have been worked out to verify 
cases of employees at the level of the Chief 
Secretary. 

1600 kms of Gujarat’s coastline is being 
developed. Ports like Pipavav, Vadinar are 
developed, marine resources are being utilised 
for the benefit of the people, alternative sources 
of energy are being developed, idea of social 
forestry is being spread to each and every 
household, timely action is being taken to meet 
the dangers to environment, further use of 
science and technology is being made. Gujarat 
may make new strides under 20-point socio¬ 
economic minimum needs programme, family 
welfare, nutrition, welfare of women and 
children, control of diseases, adult education, 
sports activities and diversion ol youth power 
in the constructive fields, communication 
facilities, more facilities to the protectors of law 
and order including housing facilities and pro¬ 
vision of modern equipments, improvement of 
slum areas, measure to eradicate poverty, roads, 
road-transport, housing for weaker sections, 
more facilities to freedom fighters, concern for 
development of small newspapers. Film Develop¬ 
ment Corporation, rewards for reports on rural 
development all that make a progressive and fast 
developing state, etc. All these arc small parts 
in the whole chain of all-round development 
and the present government has taken pains 
to strengthen each and every part of this 
chain. 

This has opened up new horizon—new vista of 
development of Gujarat and a ray of hope has 
been created for the upliftment of the last person 
in the social ladder. Credit for these achieve¬ 
ments rightly go to the co-operation extended 
by the people as a whole. Each and every citizen 
has contributed according to the mite, to main¬ 
tain an atmosphere of peace and harmony. 
Various political parties have extended their con¬ 
structive support to the present government. 
Thus all the people of Gujarat have become 
partners in progress. 
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ri Rajiv Gandhi's leadership 
Oneyearof Amarsinh Chaudhari’s ministry 
in Gujarat 
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security, Harmony 

* Successful combat against 
Drought 

• Administrative Reforms Law & Order 

• Free Education to Girls at All Levels 

• 12 Residential Schools in 
Backward Areas 

• Record Achievement of Family 
Planning Targets 

• Special Incentives to Women and 
Backward Class Entrepreneurs 


irmony • Nationalisation of Twelve Closed MMis 

against • Re-employment of Affected Workers 

A n,rhu • Pfogress of Sardar Sarovar 

(V & uroer Scheme (Narmada Project) 
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Rates 

• Increase in Minimum Wage Rates 
mily to Farm Labourers. Twwity tour 

Lakh beneficiaries 

en and • Incentives in Cultural Fieio. Award- 
leurs Schemes 
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new Package 1986-91 


Jay Narayan Vyas 


GUJARAT has witnessed an impressive growth 
on industrial front during last two and a half 
decades. At the time of formation in 1960, the 
state had only 3,000 small-scale industries and 
almost same number of faq^ories. The tactile and 
allied industries dominated the industrial pro¬ 
duction and the industrial activity was mainly 
concentrated around major city centres like 
Ahmedabad, Baroda, Surat and Rajkot. The 
state ranked eighth among the industrialised 
states in the country. 

With less than one acre of cultivable land per 
capita, the only solution to foster economic 
activity in a substantial way in the state was to 
pursue the industrial development. Many in¬ 
tangible benefits like the business-like attitude 
of the people, long experience of business and 
trade and the peaceful and congenial labour rela¬ 
tions acted as a catalyst in this process. The 
industrial progress of Gujarat over last two and 
a half decades is by and large the result of these 
favourable factors. 

Today, the industrial production base of 
Gujarat stands, considerably widened. The state 
has now emerged as a major producer of soda 
ash, caustic soda, nitrogenous fertilisers, 
phosphatic fertilisers, cement, petrochemicals 
and plastics, dyes and intermediates and drugs 
and pharmaceuticals. With more than 70,000 
small-scale units and 17,000 factories, Gujarat 
ranks second in industrial production. 

With this impressive track record for develop¬ 
ing industries, the state has been attracting the 
entrepreneurs from almost all over the country 
as well as the investment from the non-residents 
of Indian origin settled abroad. Tb keep up this 
momentum and ensure the balanced regional 
growth, a detailed review of various policies in 
promoting the industrial development was taken 
and several important measures have been 
announced offering attractive package of incen¬ 
tives early this year. 

The most significant of this is Gujarat’s new 
locational pd^ky. The industries tend to concen¬ 
trate in large metropolitan cities on account of 
the abundance of social and municipal infra¬ 


structure available for these areas. However, 
from the viewpoint of the state government, it 
is necessary that the benefits of industrialisation 
spread to the less developed areas as well, and, 
at the same time, overcrowding and congestion 
in the major cities is avoided. Already, several 
of the metropolitan cities in the country are 
under severe strain as far as municipal and other 
services are concerned. 

In the quest for balanced industrial growth, 
it was thought that the choice of district as a 
unit tor offering various incentives was not ap¬ 
propriate for the reason that a district is a very 
large geographical entity with often highly 
industrialised locations lying side by side with 
entirely undeveloped areas. Even for extending 
the benefits of Central subsidy, etc, the state has 
been pleading the cause of recognising the taluka 
as a unit for offering various incentives before 
the Central government for quite sometime. For 
this reason, Gujarat appointed a committee 
under the chairmanship of Dr IG Patel, former 
Governor of Reserve Bank of India and now 
Director of London School of Economics to go 
into this question in details. Based largely on the 
recommendations of this committee, the entire 
state has been categoiised into four distinct areas 
for the purpose of offering a graded system of 
subsidy and sales tax incentives. In the first 
category falls the heavily forested districts of 
Dangs recognised since long as the only No 
Industry District in Gujarat. This area is eligi¬ 
ble for the maximum benefits available under 
the new scheme. However, with due considera¬ 
tion to the difficulties in denotifying forest areas, 
especially considering the very limited forest land 
available in Gujarat, it was also thought that 
other backward areas in the state should be made 
eligible for similar incentives although on a 
slightly lesser scale. 

The next category, therefore, includes sixty 
most backward talukas in the state; most of them 
lying on the eastern hilly regions of Gujarat. 
Characteristically, these are the talukas where 
not only industrial development but also the 
development of other sectors have been noticeably 
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likwier than the other areas of the state. Th^ 

^hof incentives offered here is more than the 
^ highest available anywhere in the state except 
Dangs. This is in recognition of the fact that the 
I entrepreneurs venturing into these talukas should 
} be adequately compensated for the difficulties 
] they will have to face on account of the relatively 
low stage of development. 

After these sixty talukas is a list of seventyone 
talukas which are relatively advanced but far 
below the state average in terms of general 
economic development. Thus, more than two- 
thirds of the state is covered through these 131 
talukas as regards the eligibility of the incentives. 

It is not possible to deal with the detailing of 
the package of incentives offered. Yet it should 
be interesting for the entrepreneurs to know that 
Gujarat today offers, perhaps, the best package 
of incentives available anywhere. Under this 
package is offered the capital subsidy up to 35 
per cent of the fixed capital investment for Rs 30 
lakh and sales tax benefits by way of exemption 
of deferment up to 100 per cent of the fixed 
capital investment. A special category of the 
pioneer units which will include units having an 
investment of at least Rs 3 crore and employing 
100 or more people, will be eligible for sales tax 
benefits by way of exemption/deferment up to 
. 90 per cent of the fixed capital investment 
without any amount ceiling. The time span of 
fourteen years during which the unit can avail 
of this benefit makes such scheme really mean¬ 
ingful for the projects having larger investment. 

, The electronic industry has been offered a very 
' special scheme which is designed on practical 
, considerations. The state has accepted the fact 
, that electronics is knowledge intensive industry 
' and depends largely on the availability of highly 
skilled technicians. Under this scheme, therefore, 
the benefit of incentives are provided to the most 
advanced areas and metropolitan cities in 
Gujarat. 

The new incentive policy for the industries 
offered by Gujarat thus has been devised on the 
practical considerations with dear cut well defined 
terminology so that the benefits promised 
^ become available to the entrepreneur just in time 
w to help his cash flow. 

I 


Industrial devdopment, 
demand it makes on skills and technology, must 
also have an egalitarian base. The fruits of 
industrial development should evenly be distri¬ 
buted to all the sections of the sodety. The state 
has made special arrangements for encouraging 
the entry of entrepreneurs from the Scheduled 
Castes and Tribes and from among the women 
towards establishing new industry. 

The prestigious Industrial Extension Bureau 
of the state has now facilities exclusively for the 
entrepreneurs belonging to these classes. The 
Centre for Entrepreneurship Development in 
Gujarat has been specially geared to cover laige 
number of these entrepreneurs as a part of 
Entrepreneurship Development Programmes. 
Five per cent additional capital investment sub¬ 
sidy if offered to enterprises set up by these 
classes of entrepreneurs. In addition, the 
Industrial Development Corporation also offers 
land and sheds on priority basis to the members 
of Scheduled Castes and Tribes These classes of 
entrepreneurs can also get loans at lower rate of 
interest. The preparation of feasibility reports 
by these classes of entrepreneurs is subsidised 
on a liberal basis. 

All these incentives and facilities announced 
have very little meaning unless they become 
available to the entrepreneur in time. Gujarat has 
pioneered the concept of ‘Single Point Contact’ 
tor co-ordinated assistance to the entrepreneur 
so that he is helped in the implementation of 
his project. The organisation. Industrial Exten¬ 
sion Bureau, has distinguished itself by earning a 
recognition from the entrepreneurs as well as the 
Government of India which has recommended 
establishing similar organisations for the 
industrial extension and development activities 
in other states. It is heartening to see that this 
concept of assistance through a Single Point 
Contact pioneered by Gujarat is today practised 
by almost every state. 

With these schemes of incentives and assistance 
and the non-tangible benefits like congenial 
business environment, Gujarat looks forward to 
achieve further marks of distinction emerging 
as the most appropriate and favourable locatitm 
for setting up a project. 
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ACID GROUP 

★ Acetic Acid 
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★ Benzyl Acetate 

★ Benzyl Alcohol 

★ Benzyl Chloride 

★ Benzaldehyde 

ESTER SOLVENTS 

★ Ethyl Acetate 

PLASTICIZERS 

★ DOP (Di Octyl Phthalate) 

★ DIOP (Oi Iso Octyl Phthalate) 

■k DBP (Di Butyl Phthalate) 

★ BBP (Benzyl Butyl Phthalate) 

★ DEP (Di Ethyl Phthalate) 

And 

★ Futura Polyester Staple Fibre 
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The Mizo Accord 

YET another Memorandum of Settlement; yet another solution to a long¬ 
standing problem. Such briskness would have been commendable if it had been 
prompted by a desire to rectify miscalculations wd errors doggedly pursued 
over decades. However, as the Punjab accord is coming apart at the se^s 
and as the inherent unimplementability of the Assam accord is being realised 
even by its most faithful adherents, it would do no harm if, instead of losing 
oneself in euphoria about yet another longstanding problem being sorted out, 
one were to take a hard look at the latest of these momorandums of settlement. 

At the very outset it should be noted that what we have is a settlement or, 
more accurately, an arrangement between the Congress(I) and the Mizo 
National Front, officially still outlawed and till it amends its constitution (or, 
as the offldal announcements in the beginning coyly put it, till it amends its 
'articles of association’) committed to securing the secession of the present 
Mizoram and unspedEed *Mizo-inhabited’ areas around Mizoram from the 
Indian Union. The exact text of that arrangement has not been released yet, 
though the details that are available make it clear that under the arrangement 
the Congress(l) will be a partner with the MNF in an interim coalition govern¬ 
ment. In other words, a straightforward political deal between the Congress(l) 
and the MNF has preceded, indeed has been a precondition for, the signing 
of the Memorandum of Settlement. This is certainly an unusual feature of 
the accord. 

The Memorandum of Settlement is a document in which both sides, the 
Centre and the MNF, appear to have made some major concessions. There 
is the reiteration by Laldenga of the MNF’s readiness to work “within the 
framework of the Constitution of India”, though the necessary changes in the 
constitution of MNF are yet to be made. There is also the commitment to the 
“cessation of violence^’ by the MNF—which again is in odd contrast to the 
MNF’s formal commitment to armed struggle. Both these commitments had 
been made by 1 aldenga on behalf of MNF over ten years ago when during 
the Emergency he had started negotiations with the Government of India, 
though they were repudiated by him soon thereafter as having been forced upon 
him under duress. Perhaps it would be carping to point out at this moment 
that these two being essential pierequisites for a settlement in Mizoram, the 
rest of the Memorandum of Settlement couU well have been hammered out 
a decade ago. 
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By far the major concession made by the Government of India appears to 
be its readiness to acknowledge if not the legitimacy of the MNF insurgency 
at least the legitimacy of the grievances that ied to the insurgency. The 
Government of India has also readily accepted the MNF’s perception of itself 
as a liberation organisation and the Memorandum of Settlement carefully 
refrains from any reference to ‘surrender’ of either the MNF’s personnel or 
weapons. Indeed the reference is invariably to ‘underground personnel’ and 
not to ‘rebels—a distinction stressed by Laldenga himsdf in his post-settlement 
meetings with the press in Delhi and Aizawl. The MNF will “bring out” 
all underground personnel with their arms, ammunition and equipment, 
which they will latter “deposit” not “surrender”. The MNF for its part has 
acknowledged that it haul been helping the IVibal National Volunteers of Thipura 
and the People’s Liboation Army of Manipur (the latter claim is bound to 
be contested by the PLA; and Lamdenga, to go by his public statements, is 
not entirely abwe churning for his oiganisation and himself a role not perhaps 
wauranted by the situation on the ground) and has undertaken that such help 
will cease in future. 
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But by far the most important concession made by the MNF is its readiness 
to accept, as part of the overadi settlement, the proposed amendment to the 
Constitution (which wili have to be incorporated as Article 371-G) which is 
identicad with Article 371-A of the Constitution, spelling out tha special pro¬ 
visions for Nagaland in all respects barring a crucial omission of three words. 
The wrangle over this provision had held up the finalisation of the deal for 
several sessions. Article 371-A of the Constitution lays down that “Notwith¬ 
standing anything in this Constitution, no act of^Parliament in respect of (i) 
rdigkws or social practices of the Nagas, (ii) Naga customary taw or procedure, 
(ii)i> Adfl^stration Of civil and criminal justice hjvolving decisions according 
' w».hfaii^ hw. dvIOwnerriiip and ttmu fer of hutd and Us nsauvees^ 
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■hall apply to the state of Nagaland unless 
the Legislative Assembly of Nagaland by a 
lesohition to decides” (emphasis add^). 
The whole provision is repeated verbatim in 
the Memorandum of Settlement with 
'Mizoram’ and ‘Mizo^ substituted for 
'Nagaland' and ‘Nagas’, except that the three 
words italicised have been omitted in the case 
of the proposed constitutional amendment 
setting out the special provisions for 
Mizoram. In Nagaland Central government 
agencies like ONGC have been seriously 
hampered in their exploration work because 
of the Nagaland government’s and, even 
mote importantly, the state student orgamsa- 
tions’ interpretation of this provision. The 
Government of India was particular that it 
would not allow itself to be constricted in 
this manner in Mizoram. The MNP has 
apparently accepted the government’s point 
of view. 

However, on two other crucial issues the 
Memorandum of Settlement appears to have 
glossed over some inescapable realities in 
Mizoram in its anxiety to finalise the deal. 
Virtually all political opinion in Mizoram 
is united on the demand, transparently 
unfair though understandable, that the 
Chakma District Council, by which the non- 
Christian. non Kuki-Chin Chakma minority 
inhabiting some parts of southern Mizoram 
is ensured a measure of district level 
autonomy, should be abolished. The 
Memorandum of Settlement makes a general 
leference to the “rights and privileges of the 
minorities in Mizoram” without spelling out 
that the protective measures ensured to the 
Chakmas will continue undisturbed. The 
formal constitution of Mizoram into a full- 
fledged state is bound to increase pressure 
upon the Chakmas 

Secondly, though the Memorandum of 
Settlement makes no commitment in regard 
to the issue of unification of Mizo-inhabited 
areas presently outside Mizoram to form one 
administrative unit, this issue may once 
again crop up and may create many com¬ 
plications. Laldenga’s pronouncements have 
already strongly raised this possibility. For 
one thing, there is little likelihood of the 
overwhelming m^ority of the so-called 
Mizo-inhabited areas outside MWram 
wanting to join a ‘greater Mizoram’ which 
would be indistinguishable, barring the 
special provisions under article 371, from 
other Indian states. But it is precisely this 
contentiousness of the issue that holds great 
attraction to political parties in Mizoram, 
especially for the ruling parties who sooner 
or later will have to face the people waking 
up to the fact that the Memorandum of Set¬ 
tlement has been no manna from heaven. 

Finally, there is the sensitive question of 
the MNF-Congress(I) links. Already, there 
are indications that the arrangement 
worked out at the party level in Delhi it 


coming apart. Mizoram Chief Minister 
Lalthanhawla, himsef an old MNF hand, 
may yet turn out to a more formidable 
adversary, whether in alliance or In opposi¬ 
tion, than any Latdenga and the MNF have 
encountered in their two-decade insurgency, 
the major part of which period Laldenga 
himself has spent away from the actual scene 
of action. Managing those who actually 
spent the years in their hideouts inside or 
outside Mizoram is also going to be a tricky 
job. 


Language Row 


Thigic Farce 


IF the turn of events had not been so grim, 
the pointless and irresponsible agitation 
launched by the Samyukta Maharashtra 
Seema Samiti, aided and abetted by the op¬ 
portunist Shiva Sena, had all the makings 
of a political satire. Only, it was tragic 
Several people died, dozens were injured, a 
passenger train was derailed, drinking water 
supplies sabotaged and thousands of people 
many already in the grip of a severe drou^t, 
inconvenienced in the one month-long agita¬ 
tion over a non-issue. 

The focus of the agitation was a three- 
year-tdd order of the Karnataka government 
introducing Kannada as a compulsory 
language in primary schools. The actors m 
the farce were largely from outside these 
areas and the manner in which Sharad 
Pawar and S M Joshi chose to conduct the 
proceedings was utterly ludicrous. That the 
agitation was launched with little thought 
being expended either on the issue or the 
consequences has now become dwious from 
the nonchalant manner in which the agita¬ 
tion was withdrawn. Throughout the agita¬ 
tion the participants had sought to give the 
impression that the order was a new move 
by the Karnataka government which would 
impose an *alien’ language on school 
children and would prevent them from 
learning their mother-tongue In actual fact 
the Karnataka government order is three 
years old; in Maharashtra too a similar cir¬ 
cular is in force, and neither governmoit has 
been very serious about implementing it. 

Even as the satyagraha began, the 
Karnataka chief minister offered to 
withdrew the controversial order from 
schools in areas which had been awarded to 
Maharashtra by the Mahgjan Commission 
and invited the agitators to disdiss the issue. 
At this point it would have been obvious to 
the leaders that the satyagraha would 
inevitably lead to violence and arson. The 
fact that they chose to ignore other means 
of arriving at a solution and insisted on the 
more spectacular course of action shows a 
diocklng lack of ccmcern (dr peoplcfs lives. 
It was only after three weeks of agitation- 
police firings, arson, sabotage of water sup¬ 


plies, derailment of a passenger train, and 
utter disruption of all activltiet between the, 
two states—that the agitators cboie to iH ‘ 
down to discuss and arrive at a solution dud 
could as easRy have emerged a month earlier. 

The fact that so many people have died 
does not seem to concern either Pawar or 
Joshi, both of whtHn have made thrir share 
of public statements which are remarkable 
for their incoherence and brittleness. At one 
point Joshi is reported to have stated that 
since the people in Maharashtra had become 
‘blunt’ to the inter-state dispute; the agita¬ 
tion was to sharpen the Maharashtrians’ 
views in the matter. And a week later he 
accused the Centre of playing with people's 
emotions over the border dispute. Asked if 
the agitation could not have been avoided, 
Pawar is reported to have contended th« the 
Karnataka government would not have 
‘yielded’ if there had been no pressure put 
on It. The fact that the tasks ‘yielded' 
nothing more than a reiteration of earlier 
assurances not to ‘impose’ Kannada in the 
border areas has quite escaped Pawar. 

It IS not the that language issue can be 
swept under the carpet, as the l.efi has often 
chosen to do. Nor can the grievances and 
anxieties of minonty language groups be 
disregarded. At issue here however is 
something else The precipitate manner in 
which the issue was taken up and the fact 
that a set of hackneyed phrases could rouse 
the support of thousands for a cause that 
only remotely affected most of them sug¬ 
gests grave rents in the political fabric. It is 
obvious that both Pawar and Joshi saw the 
agitation as a means of regaining some 
political leverage in concerned quarters. But 
what did the thousands who “crossed the 
border” to offer satyagraha and who bore 
the brunt of the lathi charges, teargas shells 
and police Tiring have to gain? 

Special Drawing Rights 


Farewell to ‘Link* 


THE IMFs Interim Committee, at its April 
meeting in Washington, decided once again 
not to recommend a further allocation of 
SDRs in sjRte of a call by G-24 fm an alloca¬ 
tion of at least IS bilUon SDRs for the 
Fourth Basic Period and a special allocation 
in 1986 of 23-30 billion SDRs to be followed 
by an appropriate amount in 1987, the latter 
“to avert powerful inflationary Rwees at 
work in the developing countries”. In¬ 
terestingly, though the item was on the 
Interim Committee’s agenda, the O-lO coni- 
fflunique does not even bother to waste any 
words (HI the matter of SDR (diecation. 

The Inurim Cmnmittee’s commanique 
ukes note of the question of SDR ahooi- 
tion but repeats what it has been saying for 
tome time now, namdy, that‘^aftboiigii most 
members (kvouied an attocatkm, the broad 
support needed for an (^location 
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at this time'*. This is another way of saying 
that the proposal was vetoed or faced the 
threat of veto. It has been known in its op- 
poution to allocation of SDRs, the USA has 
been joined by West Germany and Margaret 
Thatdicr*s attain. Thae countries have per¬ 
sisted in their opposition, despite the 
recognition that in the international reserve 
system, as it has erolved in recent years, 
while borrowed reserves play a prominent 
part, they “ate not now readily available to 
a nnmbm of countria with limited accas 
to Hnancial markets”. 

However, if the Interim Committee had 
been just content with noting the opposition 
of the few, but powerful countries to SDR 
allocation, it would have been one thing. 
This time this minority has made major 
headway. For the first time, the Committee 
went out of its way to not only stress the 
monetary character of the SDR but also 
point out that the SDR “should not be a 
means of transferring resourca”. That these 
few words meant what they say was made 
amply clear by Onno Duding, the Dutch 
chairman of the Committee, when he said 
at a press conference: “The Committee 
stressed more clearly than in the past that 
it [SDR] has a monetary chaiacter and 
should not be a means ol transferring 
resources” 

India was represented at this meeting by 
none less than its Finance Minister. Can one 
ask why the developing country represen- 
tanves put up with this slap on their face and 
not record their dissent? All these past years, 
G-24 has been pressing for the ‘LINK*. A 
couple of days before the Interim Commit 
tee meeting, G-24 asks for a special alloca¬ 
tion and then acquiesces in a statement 
which completely rejects the position taken 
by the developing world. What is worse, no 
one in the third world bothers to take note 
of this major reversal suffered by it, despite 
having all logic on its side. Never was the 
case for ‘LINK’ stronger than today when 
the entire system of commercial banking is 
geared completely to the transfer of 
resources to the rich countries, principally 
the USA. Our Fmance Minister cannot 
argue that he was not properly advised. 
Could one ask why he still signed on the 
dotted line and gave up the stand we had 
championed for so long? 

Nicaragua 


Saleguardiog the Revolution 


NOW that the US has confirmed its open 
commitment to waging war against the 
Nicaraguan government, Nicaragua's pro- 
blems, already manifold, are benmd to 
aggravate Developments in the last month, 
although not unexpected, have forced the 
Sandinistt-led government to take drastic 
measures to defend the revolution. These 
steps hie bdng seen by some as an attack 


by the government on democratic rights. In 
fact, given the escalating Contra aggression 
and the provocations from several groups 
backed the Reagan Administration, the 
Sandinistas have shown remarkable restraint. 

Since 1980 the Contra activities have 
claimed 14,000 Nicaraguan lives, over 1,800 
lives having been lost in the first four months 
of this year alone The mercenaries have 
attacked, assassinated or kidnapped 
teachers, technicians and health personnel 
in concerted attonpts to undermine the work 
of reconstruction. It is these activities of the 
Contras which will be fuelled by the S 100 
million US aid which has been approved last 
month by the US Senate. And it is this war 
which the US has justified in the name of 
‘Collective self-defence". 

Soon after the Senate vote, the World 
Court investigating Nicaraguan complaints 
against the US had held that the ^agan 
Administration had broken international law 
and had violated Nicaraguan sovereignty on 
fS counts. These acts included aiding, 
arming and training the Contras; directing 
attacks on Nicaraguan shipping, oil and port 
installations; undertaking illegal overflights; 
mining Nicaragua’s territorial and internal 
waters, harbours and ports; violating a 1956 
friendship treaty by impoMng a trade 
embargo and allowing the CIA to distribute 
a manual on guerrilla warfare encouraging 
“acts contrary to the general principles of 
humanitarian law”. The World Court has 
decreed that the US is under an “obligation 
to Nicaragua to make reparation for all 
injury caused”. 

This is hardly likely to happen. In fact the 
US had refused to participate in the World 
Court hearings which ended in September 
and a month later rejected the Hague 
Court’s jurisdiction. Soon after the verdict 
it even questioned the credibility of the 
World Court—because it had judges from 
Poland and USSR—and has adopted a 
derogatory attitude towards the Court. At 
the UN Security Council which met at 
Nicaragua’s request following the Senate 
approval of open US assistance to the 
Contras, Nicaragua called on the US to 
“return to direct dialogue”. The US has 
reiterated that it is “helpiiig friends defend 
themselves against armed attack from 
Nicaragua” and has attempted to justify the 
$ 300 million aid to Guatemala, Costa Rka, 
Honduras and El Salvador, all of'whom 
have not only supported the activities of the 
Contras but also provided bases for octensive 
US miliury deployments. In Honduras 
alone, there are at least 1,200 American 
soldiers. It is not surprising that Nicaragua 
has refused to sign the Contadora treaty 
which while proposing that all Central 
American n ations put a “moratorium on the 
acquisition of new weapons”, made no 
similar demands on US aid to the Contras. 

There is no gainsaying that Nicaragua is 
a country under threat of external inter¬ 


vention—and that by a country as powerful 
as the US. The Nicaraguan government also 
faces internal constraints because of the 
necessity to maintain a mixed economy and 
political plurality, both principles being 
embodied in the constitution which has just 
been drafted and has been discussed in the 
National Assembly. It is in this context that 
the recent actions of the Sandinisu govern¬ 
ment, the banning of the right-wing mass 
circulation newspaper La Prensa and the 
earlier reimposition of the state of emer¬ 
gency must be viewed. These actions have 
come in fur criticism not only from those 
who wish to see the collapse of the 
Sandinista government but also from some 
of those who have opposed the American 
support for the Contra attacks. However, 
commentators have also pointed out that the 
reimposition of the emergency, while it pro¬ 
vided the legal possibility for suppressing 
certain freedoms, has generally been used 
only as a threat. The act of suspending the 
publication of La PKrtsa revive these doubts. 

It will be a hard struggle for Nicaragua 
to, on the one hand, maintain and deepen 
democratic rights and, on the other, survive 
in the face of intensifying US attempts to 
undermine the levolutionary gams. 
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BUSINESS 


Edible Oils Policy Thwarted by Imports 


ALL factors have got relegated to the 
background for the present, the day-to-da)r 
changes in edible oil prices being guided 
alnuMt entirely by the weather reports. Prices 
which had developed a slighdy subdued 
tenden^ after the early benefldal rains 
turned firm again—groundnut oil was bid 
upto Rs 20,400—a new high for the season- 
reflecting concern over the prolonged break 
in the wet spell. 

The progress of the south-west monsoon 
is being watched with keen interest. And not 
without good reason. All oilseeds are 
primarily dryland crops. Nearly 86 pa cent 
of the oilseeds area is under rain-fed condi¬ 
tions, comprising largely marginal and sub¬ 
marginal lands Vagaries of monsoon there¬ 
fore have a tremendous influence on 
r reduction. 

Despite the fairly substantial increase in 
labi oilseeds production over the past few 
years, khanf crops still account for a larger 
proportion of the total oilseeds production. 
Otoundnut alone claims the largest share in 
the oilseeds area (nearly 45 per cent), in 
oilseeds tnoduction (around 55 per cent) and 
in edible oil supply (about 51 per cent). The 
khanf crop accounts for nearly three- 
fourths of the total groundnut production. 
The sowing time plays an important role in 
i the yielding ability of crops. Because of 
climatic variations, the seeding time is 
’ different in different regions. The influence 
' of sowing umes on pod yield of groundnuu 
^ Is said to be very considerable indeed. 

Reports from almost all the groundnut 
produemg areas indicate that the first round 
of rains has been really good for sowing 
operations and that there has been a con¬ 
siderable increase m the area under ground¬ 
nut cultivation, especially in Saurashtra 
> which normally accounts for nearly one- 
third of the country's total groundnut pro- 
action. Reports about the arrangements 
made by the agriculture ministry for the 
timely supply of fertilisers for kharif sowings 
are quite reassuring. Fertilisers hold the key 
to increased productivity. But water is an 
even more important input for agrteultunl 
production. Oilseeds production being 
heavily dependent on the quantum and 
. pattern of rainfall, one has to keep praying 
for nature^s blessings. Natures bounty alone 
, can help cover up many of the inadequacy 
of policy inpuu. 

The Union Finance Minister V P Singh 
stated in Ahmedabad the other day that the 
country would be able to do away with 
edible oil impoits within three yens U^ugh 
t the government policy of extending various 
..incentives and support to oilseeds growers. 
' Hie Finance Minister’s concern over the big 
foain of the country’s foreign exchange— 
about Rs 1,000 crore a year—caused by 
' edible oil imports is understandable But he 
|,*is only deluding himself if he sincerely 


bdieves that the country can achieve self- 
suflidency in edible oils in three years. 

There has been no dearth of offldal and 
ministerial pronouncements holding out a 
similar promise in the past Only a few 
months earlier, the Dqnity Diiectar-Oeneral 
of the Indian Council of Agricultural 
Research, V M Rao, talked of India be¬ 
coming self-sufficient in oilseeds within 
three years and that too without »By outside 
help as “we have the technology and crop 
varieties’*. About the same time Buta Sngh, 
the then Union Agriculture Minister, men¬ 
tioned the appointment of a yhnology 
mission to increase oilseeds production in 
the next few years at a pace which would 
obviate the necessity of spending precious 
foreign exchange on import of edible oils. 

What needs to be done to boost oilseeds 
production is common knowledge But 
ironically enough, the gap between demand 
and indigenous supply has continued to 
widen as evidenced by the increasing volume 
of edible oil imports. The Seventh Plan pro¬ 
jections in regard to foreign exchange expen¬ 
diture on edible oil imports contrast sharply 
with reassuring ministerial pronouncements 
holding out the promise of self-sufficiency 
withm the next three yean. Expenditure on 
edible oil imports in 1989-90 is estimated at 
Rs 909 cron; raising the total for the Seventh 
Plan period to Rs 4,545 crore which it 
substantially higher than the Sixth Plan 
figure of Rs 2,920 crore^ 

Going by offleial pronouncements rela¬ 
ting to the various aspects of the oilseeds 
economy, one would get the umnistakable 
impression that the government is folly 
seized of the basic issues involved. Rndising 
the need for increasing production, the 
oilseeds development programmes were 
revamped by integrating various schemes 
and fragmented programmes into a compact 
National Oilseeds Development Project a 
few years aga The newly constituted 
technology mission’has undertaken the task 
of boosting oilseeds produaioa In as many 
as 180 districts spread over 17 states. The 
sharp setback in oilseeds production during 
1985-86—the first year of the Seventh 
Plan—estimated aiiywhere between 110 lakh 
and 115 lakh tonnes against 130 lakh tonnes 
in 1984-85, should, however, serve aaa stern 
reminder of the serious basic constraints on 
production. How can one took forward to 
a major breakthrough in production when 
most of the area under oilseeds crops is stiB 
rain-fed, comprising iargdy maii^iMl and 
sub-margiiial lands which coupled with the 
small size of holdings makes for poor crop 
management resulting in low jdeldsT India 
does not come anywhere near world averages 
of oilseeds crop yields. 

It would perhajte be wishfoi to expect an 
early breakthrough in bringhig about a 
sustained increase in production to Hft the 


per capha availability of edible t^i/ihts to 
anywhere near the mtnimum nutritional 
staadaidiL Whaiher the gq> between demand 
and doraestic suntiy mutt necessarily be 
bridged through impM is, howeven an issue 
on which option could be sharply divided. 
Hie way the government has gone about 
importing edible oils year after year— 
ostensibly to meet the stortfall in domestic 
supply—has, in feet, been harmlnR the cause 
of increased domestic production which the 
government has bem endeavouring to 
support. 

liw government’s commiunem to meeting 
a very large part of the vaitaspati industry's 
oil requi^ents—70 per cent for July to 
September—accords ill with Its proclaimed 
intention of restricting imports and 
altogether doing away with thm in three 
years. A look at the index numbers of 
wholesale prices shows that edible oil prices 
have genei^y remained distinctly depressed 
in relation to those of U1 commodities’. This 
IS attributable essentially to the government’s 
policy of massive imports of edible oils and 
their allocation at highly concessional 
prices—substantially below the ruling prices 
of indigenous oils, lb keep edible oil prices 
low in relation to the general price level is 
not calculated to promote the cause of 
increased oilseeds production. There is a 
sound case for maintaining a relatively high 
level of prices for edible oils for encourag¬ 
ing production. This would call for an 
effective curb on imports. The sacriflce in- 
volrad would not seem to be a very high 
price for creating conditions favourable for 
stepping up oilseeds production. Con¬ 
sidering that the vanaspati industry now gets 
70 to 75 per cent of its edible oil require¬ 
ments in terms of imported oils at highly 
concessional rates, the scope for using 
indigenous oils* other than sesame oil is 
limited to less than 25 per cent. In the 
circumstances, the package of flscal in¬ 
centives designed specificidly to encourage 
the usage of non-tniditional (cottonseed dl) 
and minor oils is unlikdyto have any 
noticeable effect on increasing the indi¬ 
genous availability of these oils. Only the 
supply of edible grade rice bran oil can be 
ecpected to show an incieaseL IndieriMeoce 
of a m^r breakthrough in indigenous 
supitiy of edible oQs, self-suffkieiKy should 
be interpreted to imply making do vrith 
whatevte' Is available. The wisdom of 
pursiting a policy which seeks to maintain 
domestic consumption of an artide of daily 
use at a high levd through imports on an 
enduring basit is open to question. 

T}fre Industry 


BlCP’a Queatimae 


IN December last, the AB IMHaPeglen 
Eedentkm, had stibniltted a mcmonuidaiB 
fo Unkm inaaiMd MbMNk V 
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presdng (jyssatisfaction over the pricing and 
distribution arrangements for automotive 
tyres. Around the same time, the AlKIndia 
Motor Ihuisport Congress had openly 
charged diat there was a tyre makers’ cartel 
whk^ had been keeping tyrt prices arti¬ 
ficially high. The Automr^ve IVie Manufac¬ 
turers* Association (ATMA). on the other 
band, had attributed high tyre prices to high 
costs and taxes. 

The government asked the Bureau of 
Industrial Costs and Prices (BICP) to study 
the cost structure of the industry. In iu 
preliminary findings the BICP had observed 
that the increase in tyre prices in March 1983 
was more thmi the rise in production costs 
resulting from the 1983-86 budgetary im¬ 
posts. The final report of the BICP on the 
tyre industry, releasixl recoitly, confirms that 
the tyre manufacturers’ decision to increase 
prices by 9.1 to 16.6 per cent in March 1983 
was unjustified. After a detailed analysis, the 
BICP report observes that the 1983-86 
budgetary levies did not have a significant 
impact other on prices of raw materials used 
for the manufainure of tyres or on tyre 
prices. The tyre industry had raised prices 
claiming that the budgetary levies had 
increased its raw material costs. The report 
notes that the final impact on the cost of 
production of tyres through raw materials 
was negligible even after taking into account 
the increase in railway freight on raw 
materials and also the hike in petroleum pro¬ 
ducts which, in turn, could affect petroleum- 
based inputs used by the tyre industry. 

The BICP report notes that no major 
additional duties were levied in the 1983-86 
budget on the major raw materials that go 
into the manufacture of tyres—natural 
rubber, synthetic rubber, carbon black and 
nylon tyre cord. The BICP study has 
estimated the budgetary impact on account 
of direct duties, indirect duties and rail 
freight on tyre cost at 1.2 per cent. The 
additional cost burden has been estimated 
at 0.2 per cent on natural rubber, 0.1 ^ cent 
on synthetic rubber, 0.3 per cent on carbon 
black, 0.3 per cent on tyre cord. The report, 
therefore, concludes that the psot-budgetary 
hike in tyre prices was unjustified. 

That the tyre industry functions in a 
cartel-like fashion is also tome out by other 
developments. It mi^ be recalled that some¬ 
time back the BICP had urged the govera- 
mem to consider referring the issue of prices, 
discounts, trade and distribution prices 
in the tyre indust^ to a probe by the MRTP 
Commission. This suggestion was made in 
view of the sharp reduedon in inter-company 
price variations as also the unified and co¬ 
ordinated price hikes effected by tyre pro¬ 
ducers la recent yean Fto instance^ the 
BICP fouad that the net dealer price varia¬ 
tion aaumg the top three tyn companies 
declined sharply with mch price change 
from September 1981 to March 1983 in two 
types of truch tytei and light ear tyres. In 
the east of oee type of mick tyres, the prices 


virtually the same: 

The market prices of tyres of eight major 
tyre companies studied by the BICP had 
been raised substantially during the period 
March 1984 to Oecembv 1984. The tyre in¬ 
dustry has recently witnessed a paradoxical 
situation of falling capacity utili^on by the 
tyre industry and high unofficial premia on 
bus and truck tyres. In 1983 them were 20 
companies operating 24 manufacturing 
plants with a capacity to produce 20.3 
million pieces of all kinds of tyres. Produc¬ 
tion in 1983 was around 11.6 million pieces, 
thus giving a capacity utilisation of only 37 
per cent. The AU-India lyre Dealers’ Federa¬ 
tion has, however, contended that the 
industry does not report real production 


figures and that tyres valued at about Rs 300 
crore remain unaccounted each year. 

Meanwhile; the tyre industry has pleaded 
for a tO-year capacity freeze since letters of 
intent have already been issued for an 
additional capacity of over 12 milUon tyres. 
At the same time; the All-India lyre Deiders’ 
Federation has utged liberalisation of tyre 
imports to break the cartel of manufecturm 
The {federation has also urged the govern¬ 
ment to rationalise tyre prices by effecting 
reductions to the tune of 13 to 20 per cent. 
It has further suggested that the government 
must make it obligatory for tyre producers 
to print the date of manufacture, the 
maximum load-carrying capacity and the 
guaranteed mileage on every tyre. 


LETTER TO EDITOR 

Simone de Beauvoir 


YOUR issue of May 24, 1986 carries two 
high-strung letters from Ruth Vanita and 
Pamela Philipose pillorying me for my notes 
on Simone de Beauvoir CCalcutta Diary’, 
April 26). A colmunist should not normally 
respond to comments on what he writes, for 
this can be an interminable affair. In the 
present instance, though, I have to breach 
the convention, since both the ladies have 
indulged in some impressively wild accusa¬ 
tions at the personal level. 

What is the hassle about? According to 
Ruth Vanita, 1 am supposed to have suted 
“that biology is in fact the cause of women’s 
subordination, and, implicitly, that she has 
an i/fferior inulleci which is a btologicai 
giverf'. Hk words, including those originally 
set in italics, as well as the imputation are 
Vanita's; I have nothing to do with them. 
This is what 1 wrote: .. phenomenon such 
as oppression and expimtation are the staple 
of the historical process which determines 
the destiny of man. The specificity of 
biology is the only additional element to 
differentiate the dialectics of the second sex. 
However much you and I may rail, there is 
no escape from the tyranny of this speci¬ 
ficity; ... mounting tantrums against 
Nature are for the present non-productive 
indulgements; whether progress in bio¬ 
physics and molecular sciences will, 'o the 
course of the next coufdeof thousand years, 
make a breakthrough can only be speculated 
upon” (mi 724-3). I do not think 1 have com- 
f^tted any unpardonable offence by sug¬ 
gesting that while the exploitation of woman 
is basically an aspect of class struggle, 
additional factors, which have biological 
roots, are also at work, such that, for 
bidogiati reasons, it is only women who are 
forced to undertalm the burden of child¬ 
bearing, and men go free. This last-men¬ 
tioned fact is one of the most unequal, 
unlhir, tyrannical and exploHatory mani¬ 


festations of man-woman relationship, with 
woman as the unilateral victim. But do we 
gain atQrthing by condemning this particular 
arrangement of Nature till a molecular 
revolution does not succeed in reversing the 
wrong, and could we not meanwhile devote 
our resources to more immediately fruitful 
purposes? How this scepticism on my part 
could be taken as indicating that I consider 
woman “has an inferior inteliKt which is a 
biological given*' passes comprehension. 

Both Ruth Vamta and I^mela Philipose 
are visibly upset that I stress the subdued 
role Simone de Beauvoir played in her 
relationship with Jean-Paui Sartre; they are 
also incensed at my cheek: how dare I 
say Sartre^s intellect was superior to de 
Beauvoir’s? lb take the latter point first. I 
have always regarded Joan Robinson as intel¬ 
lectually miles ahead of Austin Robinson. 
Does that make me a chauvinist? If it does 
not, why should I be called names if it is my 
personal judgment that Sartre’s creative pro¬ 
wess overshadowd Simone de Beauvoir’s? 

Let me now revert to the specific de 
Beauvoir-Sartre relationship. It was, at least 
partly, Simone de Beauvoir’s existential 
choice thm she slipped into a secondary role. 
This conscious act of sacrifice on her part 
harmed, according to me, the cause of her 
philosophy. Tb me it is not a matter of 
gloating, but of intense sadness, that, as a 
consequence, when the sums are done, she 
mi^t emerge as a mere footnote to Sartre. 
She chose this denouement; that reveals her 
greatness, but that is also her uagedy. It is 
indeed frightening that my endeavour to pay 
tribute to this great woman in my own 
manner and in accordance with my Own 
understanding should evoke the kind of 
irrational outbursts the two letters you have 
published bear witness to. 

AM 

Calcutta. 
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Variation (Per Cent) 


Index Nnmbera of Wholesale Prictui 


l.atest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 


(21-6-86) 

Month 

Year 

29, 1986 

85-86** 

84-85 

83-84 

82-83 

All Commodities 

1000 

371.8 

0.5 

3.7 

3.5 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

342.3 

-0.3 

2.1 

4.0 

2.4 

4.8 

11.0 

3.6 

Pood Articles 

298 

333.7 

-0.8 

4.0 

4.6 

7.3 

6.4 

13.5 

6.2 

" Non-food Articles 

106 

285.6 

1.0 

-2.7 

3.8 

-10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

8J 

614.8 

0.3 

8.1 

0.9 

8.9 

2.6 

7.6 

7.5 

. Manufactured Products 

499 

355.2 

1.3 

3.7 

4.0 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



' Coal of Livinit Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 1960 = 

100 

643* 

0.8 

8.2 

0.8 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 1960 = 

100 

584^ 

0.9 

8.1 

— 

6.8 

8.1 

10.3 

8.0 

' For Agricultural Labourers July 60 to 

555“ 

-0.2 

7.1 

-0.2 

4.8 

0.2 

11.4 

5.2 

June 61 

■= 100 













Variation Rs Crore (Per Cent in Brackets) 


. Money and Banking- 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(20-6-86) 

Month 

Year 

28, 1986 

85-86** 

84-85 * * 

83-84 

82-83 

Money Supply (M,) 

Rs Crore 

1,23,621 

1,934 

17,549 

5,662 

15,192 

16,058 

13,031 

10,115 




(1.6) 

(16.5) 

(4.8) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

‘ Net Bank Credit to Government Sector 

Rs Crore 

64.802 

927 

10.746 

6,321 

9,579 

8,445 

5,757 

4,748 

, Bank Credit to Commercial Sector 

Rs Crore 

81,982 

366 

10,703 

672 

9,745 

10,809 

8,830 

8,247 

' Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,646 

-168 

857 

348 

299 

1,419 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

88,896 

1.978 

14,476 

4,177 

12.475 

11,519 

8,550 

7,299 




(2.3) 

(I9..5) 

(4.9) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

; Foreign Exchange Assets** 

Rs Crore 

7,284 

'168 

598 

270 

53 

1.319 

1,233 

911 







(0.8) 

(24.0) 

(28.9) 

(27.2) 

Index NumkrrK of Induatrial 

Weights 

Latest 

Average of 






Produrtinn 


Month 

Months* 


Variation (Per Cent) 


**• (Iy70 7* 100) 















In 

In 

In 

In 

In 

' . 



1986 

1985 

1986* * 

1985 * * 

1984 

1983 

1982 

^General Index 

100.00 

223.5* 

225.7 

212.7 

6.1 

6.6 

7.2 

4,5 

4.5 

-.Basic Industries 

32.28 

283.6' 

283.6 

265.6 

6.8 

6.1 

ll.S 

5.5 

8.0 

Capital Goods Industries 

15.25 

245.5' 

245.5 

223.3 

9,9 

4.9 

12.0 

4.3 

-0.9 

-Intermediate Goods lndu.strie.s 

20.95 

191.s' 

191.5 

174.1 

10.0 

11.0 

1.4 

7.9 

1.9 

' Consumer Gtxtds Industries 

31.52 

183.8' 

183.8 

175.2 

4.9 

2.6 

2.0 

0.4 

5.8 

c Durable Goods 

3.41 

256,3' 

256.3 

207.8 

23.3 

19.4 

18.0 

0.1 

3.6 

’>, Non-Durabte Goods 

28.11 

173.4' 

173.4 

171.2 

1.3 

-0.6 

-0,6 

0,5 

6.5 

'Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Dec 85) 

1985-86* 

1984-85* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

'Exports 

Rs Crore 

790 

7,656 

8,560 

11,396 

9,872 

8,908 

7,803 

6,711 

1 c 





(15.4) 

(10.8) 

(14.2) 

(16.3) 

( 3.9) 

Imports 

Rs Crore 

1,544 

13,867 

12,330 

16,592 

15,763 

14,356 

13,671 

12,524 






(5.3) 

(9.8) 

(5.0) 

(9.2) 

(40.6) 

jy Balances of Trade 

Rs Crore 

-754 

-6,211 

-3,770 

-5,196 

-5.891 

-5,448 

-5,868 

-5,813 

Employment Exchange Statiatirs 

Unit 

Latest 

Cumulative for* 






f'' 
t *' 


(March 








t-'S 


86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

bNumber of Applicants on Live Registers 

Thousand 

27,034 

27,034 

23,915 

26,270 

23,547 

21,954 

18,646 

16,584 

i- (as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

{''Number of Registrations 

Thousand 

357 

1,326 

1,420 

5.766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

■‘.".Number of Vacancies Notified 

Thousand 

44 

142 

(68 

657 

707 

827 

820 

895 

1- ■ 





(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

iV'f'Number of Placements 

Thousand 

27 

87 

101 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

E’^'lncome 

Unit 

1984-85** 

1983-84* * 

1982-83' 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

i|i::Qross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1.72,176 

1,45,563 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

jj^WOss Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50.736 

47.138 

49,633 

46,917 

Capita Income (t970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


' * For current year upto latest month for which data are available and for corresponding poiod of last year. 
i. ** Excluding gold and SDRs. 

f Upto latest month for which data are available. 

.(, ■ + 4 Provisional data. 

^totes: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicines that thc'flvire la for January and so 
■,i; .. (2) Figures in brackets denote percentage variation over previous period. 



CAPITAL VIEW l| 


Crucifying India 

Rome«h Thapar 


EVERY now and then, I think it is necessary 
to distance ourselves from the disarray that 
represents a crucification of our federal 
polity. It is based on the most primitive 
enunciation of tribal, caste and communal 
interest. Even regional interests are so 
distorted in the political battle that they take 
on a meaning not really intended. In so 
many ways the disarray reflects the im¬ 
maturity of our political life, and its un- 
structunKl state. 

The Punjab situation is a classic example 
of political self-delusion. The Akali Dal, 
agitating to become the sole voice of the 
Sikh community—even though this com¬ 
munity (despite ‘panthic unity’) consists of 
many distinct sections with differing in¬ 
terests—has allowed itself to indulge in the 
most bizarre claims, matched by the Jats in 
Haryana. The emotion being extended over 
Punjabi-speaking and Hindi-speaking 
villages is terribly unhealthy and a pointer 
to chauvinisms which can only damage the 
community. 

The Sikhs are spread all over India, .some 
three million of the fifteen million are out¬ 
side Punjab, and arc doing better than any 
other community. Poverty among the Sikhs 
is rare and this is a tribute to their skills and 
capacities. The community has cleared vast 
areas of the Terai in Uttar Pradesh and 
established prosperous farms. It has also 
been alipwed to colonise the new lands of 
Rajasthan irrigated by the Ganga Canal. 

It is difficult for the rest of the country, 
not directly involved in the political tangles 
of Punjab, to understand the bitter contro¬ 
versy over the handing over to Haryana of 
this village and that. The whole business 
over ‘contiguities—which Madhu Limaye in 
a letter to Rajiv Gandhi describes as a 
cynical surrender of Abohar and Fazilka for 
the sake of a single Punjabi-speaking village 
of Kandukhera—should have been settled 
with intelligent adjustments. After all, 
‘contiguity’ is being used against large 
numbers of people—that is, if opportunist 
politics prevail. 

I mention ‘contiguity’ because in our 
sordid bargaining for territories which do 
not belong to a particular linguistic area it 
has become an inflammatory factor all over 
the sub-continent. The stupid and mis¬ 
chievous ‘border’ collision between Maha¬ 
rashtra and Kannada is typical. A confusion 
over language policy is exploited to raise 
emotions over Belgaum, an issue that had 
been settled in favour of Karnataka by one 
of those ‘judicial* commissions with which 
we have become only too familiar. 

As the people watch these battles over 
language and land and water in a crowded 
sub'«ontinent« they begin to look around to 
see whMhw then are aiQr ‘foreigners’ (inark 


the word that is used!) infiltrating and 
digging in around them. Gorkha and 
Assamese attitudes to the Bengali presence 
are a reflection of new fears and suspicions. 
Others will be expressed elsewhere. And let 
us not imagine that a by-product of Akali 
intransigence will not be questioning about 
Sikh ‘infiltration’ into Uttar Pradesh’s Terai 
and Rajasthan’s Ganga Canal colonies. 

As an Indian, a fast-disappearing entity, 
1 have been noticing the slow disappearance 
of my rights as an Indian. We accepted 
Article 37Q foi Kashmir to ensure that the 
rest of India did not take over the Valley. No 
non-Kashmiri could purchase property in the 
state. All very well, except that a number of 
states in the North-East have as much need 
for this kind of ‘protective’ treatment. And 
we have not really assessed the damage that 
Article 370 does to private investment in 
development because our research seldom 
goes beyond the simplistic targetology of 
the Planning Commission. My rights be 
damned, but ‘protection’ is becoming 
farcical, too. 

Similarly, how many states have legisla¬ 
tion which makes it difficult for ‘outsiders’ 
(mark the word!) to settle down on farms 
within their ‘boundaries’. There is also 
discriminatory legislation, detailing the 
rights of original holders of land and pro¬ 
perty as against new incumbents from other 
states. This is apart from the linguistic 
stupidities which, as in several states, 
including an advanced and growing in¬ 
dustrial base like Karnataka, are rooted in 
the notion that only the local language shall 
prevail. All this is intended to load the dice 
against ‘foreigners’ and ‘outsiders’. 

Historically^ I cannot help recalling how 
the Brahmins were expelled from various 
tracts of South India to make way for the 
non-Brahmins. The migration was not 
played up, but tens of thousands of Brahmin 
families had to locate themselves elsewhere 
on the sub-continent. Such migrations are 
now being planned for a variety of ‘mino¬ 
rities' in various parts of India, the Bengalis 
in Assam being the latest victims together 
with the Hindus in the border cjistricts of 
Punjab. 

Migrations, forced by discrimination, in¬ 
security, violence and terror, are on the 
agenda if we allow our politicians to play 
their cynical pseudo-democratic games. I 
think we should be very clear about this 
possibility as we move to ‘solutions’ and 
‘Accords’. And, in the interest of self- 
disciplining, we should assess our own role, 
passive or supportive, in this slide towards 
internal chaos. 

When everyone is grabbing at the word 
‘psyche’, I would like to say that the trouble 
with the seldom mention^ Indian psyche 


is that in times of crisis and turmoil within 
India it fails to mature Only when our 
neighbours have to be roughed up does it 
surface Wtll, this traditional diversion from 
internal disarray is no longer available to us, 
despite our strenuous efforts to see the hand 
of foreign secret services in every tribal qt 
communal eruption. The world has become 
too conscious of these stratagems, and tends 
to come to the aid of those who are sought 
to be set up as expendible targets. 

We have a long way to go. Chauvinisms 
and parochialisms are obsessive, and there 
is a striking absence of persons of any 
standing to halt the drift into medievalism. 
What is true of language, land and water is 
true of religious belief. The most antiquated 
notions prevail about personal law, about the 
birth place.s of legendary heroes, and about 
the history of so many practices now treated 
as the mandates of some god or goddess. 
Bunkum parades as spiritual faith even as 
the practitioners nose-dive into the lowest 
depths of corruption and malpractice 

Our supposedly modernising youth, 
preparing to take us into the twenty-first 
century, will not get started if they muck 
around in this mess. Maybe for a change 
they should study the thought and practice 
of their forebcarers who gave this sub¬ 
continent shape and substance. Is that 
asking for too much in these depressive 
days? 

GSre 

GUJARAT STATE FINANCIAL COR¬ 
PORATION has crossed the Rs 600-crore 
mark of sanction of loans, the chairman 
T R Agnani told shareholders at the annual 
general meeting recently. He added that the 
assistance has been instrumental in promo¬ 
tion of 26,000 small and medium enterprises 
and employment opportunities for over 
3,40,200 persons in Gujarat. Agnani pointed 
out that a sustained rise in assistance to 
small-scale sector stepped up its share to 97 
per cent in terms of number and 77 per cent 
in the amount sanctioned by the Corpora¬ 
tion so far. He made particular reference to 
the conscious policy of the Corporation for 
backward area development and disclosed 
that since 1970, over 10,000 units have been 
promoted with assistance of over Rs 300 
crore in these areas. 

Highlighting the achievements during 
I98S-86, the Chairman said that the Cor¬ 
poration has reached new heights in all the 
areas of operations. The sanctions of 
Rs 74.67 crore, disbursement of Rs 45.49 
crore and recovery of Rs 42.77 crore showed 
a rise of 14 per cent, 15 per cent, 10 per cent 
and 16 per cent, respectively, compared to 
the previous year. Small-scale sector received 
assistance of Rs 61.69 crore improving its 
relative share in total assistance to 82.62 per 
cent during the year. Backward districts 
claimed 52.5 per cent assistance with loans 
of Rs 39.20 crore. 



INTERNATIONAL ECONOMIC AFFAIRS 


Grim Prospect for the Poor 

ISG 


WHAT are the economic prospects for the 
tieveloping countries over the coming few 
years? Several organisations make these 
forecasts every year. The IMF is one such 
organisation. Its latest projections, for the 
short as well as medium terms, hold little 
comfort for the poor countries, principally 
because the industrial countries would not 
set their own house in order and grow a little 
faster so that developing countries can 
export and import more and also because 
while the private financial market would 
simply not make much additional finance 
available to the developing countries the 
official flows hold little promise of increas¬ 
ing, thanks to the Reagan blight they have 
suffered from ever since the early 1980s. 

In its World Economic Outlook, which 
bears the date April 1986, the IMF notes that 
the developing countries, taken as a whole, 
experienced a decline in economic growth 
from 4 per cent in 1984 to a little over 3 per 
cent in 1985. While output in the oil¬ 
exporting developing countries virtually 
stagnated in I98S, that in the non-oil¬ 
exporting developing countries grew at 4.8 
per cent in 1985 as against 5.5 per cent in 

1984. 

looking ahead, the IMF projections for 
1986 and 1987 are that (a) the oil-exporting 
developing countries “probably face a 
further period of stagnant or slowly grow¬ 
ing real output" assuming that oil prices will 
stabilise at or around S IS a barrel (which 
in itself represents a drop of 45 per cent in 
nominal terms and over SO per cent in real 
terms from the level that prevailed in 1985), 
and (b) the non-oil-exporting developing 
countries face "cottsideridily brighter” pros¬ 
pects “with output expected to increase at 
an annual rate of 4y^ per cent during 
1986-87”. 

On the basis of these projections, per 
capita output in the developing countries, 
the IMF concedes, “would be virtually 
unchanged in 1986 from its level at the 
beginning of the decade". As always, the 
average conceals a wide diversity of ex¬ 
perience in this case also. While the non-oil- 
exporting developing countries will have im¬ 
proved their output per capita by a little over 
10 per cent during the period, the oil¬ 
exporting countries would have suffered a 
decline of over IS per cent in their per capita 
output. 

IVue, the oil-exporting developing coun¬ 
tries have suffered primarily on account of 
the decline in the price of oil, first gradual 
and later much more precipitous. But even 
non-oil-exporting countries have had set¬ 
backs, and pretty sharp ones too^ in the 
prices of their commodity exports during 
this period. Thus, in the five years 1981 to 

1985, prices of non-oil primary commodities 


declined by over 22 per cent. Things would 
have been worse if prices had not recovered 
somewhat during 1983-84. Asia etperienoed 
a particularly sharp detune in commodity 
prices, namely, of over 30 per cent 

In regard to balance of pivnents pro¬ 
spects, on the assumption that "for the 
developing countries the balance of pay¬ 
ments is largdy determined by the avadabie 
financing", the IMF fmvcast is that while 
oU-exporting countries would see a sharp 
widening of their current account defldt, to 
perhaps 25-30 per cent of their exports, the 
combined current account deficit of the non¬ 
oil-exporting developing countries would be 
held to around 4 per cent of exports. The 
underlying assumptions are that (i) non¬ 
debt-creating financial Bows and arid long¬ 
term official lending together will increase- 
slightly in 1986-87 (from $ S3 bilUon during 
1981-85 to S 56 billion) and (ii) the increase 
in private lending will be "tittle; if any, more 
than would be required for the normal finan¬ 
cing of increases in import trade". Naturally, 
therefore, the growth in the external in¬ 
debtedness of the capital importing develop¬ 
ing countries is not expeaed to be anywhere 
near the rate at which it grew during 1973-82, 
namely 20.5 per cent pei annum on average. 

Although the rate of accumulation of 
external debt has been markedly slow, 
particularly since 1982, owing to the recent 
weakness of export markets, the ratio of debt 
to exports has not been tixluced. In fact, 
small low income countries face a parti¬ 
cularly disturbing ratio of 383 per cent and 
they have to devote as much as 12 Id per cent 
of their export earnings to interest payments 
and this is expected to rise to 13 per cent in 
1987, notwithstanding the decliiu in interest 
rates in recent years. 

Even though the immediate prospects 
were looking less rosy (particularly in regard 
to export volume growth, terms of trade; and 
external finance) than they did when the 
IMF made its projections last year, it has not 
been deterred from projecting over the 
medium-term, i c, upto 1991, the same rate 
of growth of output of 4)4 per cent. This 
will, however, be accompanl^ by a higher 
debt ratio than was forecast last year. 

The IMF has found its medium-tem pro¬ 
jections dramatically sensitive to growth in 
the industrial countries with the sequence 
somewhat as follows; "a sharp fall in the rate 
of growth of exports, and on the assunqitioa 
of ho additional external borrowing to meet 
the shortfall in foreign exchange earnings, 
a concomitant fall in the rate of growth of 
imports and consequently in that of muput”. 
Of course, one could easily argue that an 
exercise which starts with the assumption 
that growth Of output is criticaUy rriated to 
growth of imports whidi. in turn (given the 


blight in financial flows), depends oii dw 
growth of csqwrt earnings it bound, to show 
extraordinary sensitivity to industrial 
country growth, if exprM growth of the 
developing countries depeiuls cmdally on 
demand from in^tiial countries. 

The really disheartening part of the 
scenario put out by the IMP, however, is thm 
there appears to be no way out for the 
developing countries (tom their serious 
payments difficulties in view of the virtual 
dr^ng up of private intm'nmional flnandal 
flows to the developing countries, the so- 
called Baker initiative notwithstanding. The 
IMF staff puts it quite starkly when it comes 
to the following conclusion: "Vietring the 
longer-run foture of the debt situation, it is 
apparent that developing countries should 
attempt to return eventi^y to a structure 
of new financing more like Uiat of the 1960s 
and early 1970s, namely, one that is less 
dependent on bank lending at commercial 
terms and variable interest rates!’ Hear, hear, 
you economist satraps in Nw Delhi while 
proferring your recipes for the financing of 
the enormous payments gap the country is 
currently being made to face, thanks to the 
freewheeling in the name of liberalisation 
and opening up of the economy. 


Sanderson Industries 
SANDERSON INDUSTRIES is making an 
equity issue of 5.50 lakh shares of Rs 10 each 
at par on July 16,1986 to raise a part of the 
finance required for its Rs 345 lakh project 
for manufacture of 100 tonnes of sulphuric 
acid a day. The company has been promoted 
by Rajiv Beri and G M itapur with the 
assistance of Tata Iron and Steel Company 
(TISCO). The unit is being set up at 
Jamshedpur as an ancillary of TISCO to 
meet its requirement for manufacturing 
ammonium sulphate and pickling of steel. 
The project is expected to be commissioned 
at the end of Oinober, 1986 and commer¬ 
cial production would begin'shortly there¬ 
after. According to Beri, who is the manag¬ 
ing director, the company has entered into 
a long-term agreement with TISCO whereby 
the latter will purchase from the former 65 
tonnes of sulphuric acid per day. The ihitiai 
duration of the agreement is 10 years with 
a suitable renewal clause. Tinplate Company 
of India has also given an in-principle 
assurance for purchasing 7 tonnes of 
sulphuric acid per day. The remaining pro¬ 
duction will be sold to other consumers'in 
the nei^bouring region. The company does 
not envisage any difficulty in marketing its 
entire prochiction. It will earn adequate pro¬ 
fits to declare a maiden diiddend within a 
short period of commencing commercial 
produaion. 

Manimert to the Issue: Statuiard and 
Chartreed jjank. 

Advirors to the Issue: J M Financial and 
Investmimt Consultaruy Se^^ 



COMPANIES 


Gaining b*oni Industrial Liberalisation 

Hansavivek 


MOTOR INDUSTRIES COMPANY'S 
licensed capacines tor most of its products 
have been enhanced by 20 to 24 per cent 
under tbe automauc growth scheme: The 
government has also accorded sanction 
under the capacity re-endorsement scheme 
to increase annual production of glow plugs 
at the Bangalore factory from 2 SO lakh to 
6 52 lakh. Consequent to the grant of the 
letter of intent for its sixth expansion, the 
company is taking steps to develop a 
manufacturing programme, whereby pro¬ 
duction of multi-cylinder fuel injection 
pumps will be taken up at the Nashik 
factory, in addition to raising production of 
nozzle holders by 3 40 lakh umts Further 
to the letters of intent received by the 
company for diversification in the fields of 
special purpose machines and auto-elec- 
tncals, the company has submitted to the 
Central government a phased manufacturing 
programme for special purpose machines 
In addition to electro-chemical machining 
centres, hydiauhc and pneumatic equipment, 


machme tool accessories and so on, the 
company will manufacture thermal energy 
method (FEM) machines under licence of 
Robert Bosh As a result of its develop¬ 
mental efforts, the company began the 
manufacture of bi metallic thermo-elastic 
spark plugs with projected nose. Initially 
introduced for a limited number of high per 
formance engines, the company plans to 
increase the range of manufacture from time 
to time in accoidance with the manu- 
facturing programme of its customers 
Modifications, carried out in some types of 
fuel injection equipment, to create higher 
injection pressures, have led to enhancement 
in fuel economy and reduction in smoke 
levels 

The company has produced good results 
for 1985 with a gross profit of Rs 27 41 crore 
against Rs 2277 crore in the previous 
year fo’iowing increase in turnover from 
Rs 115*53 crore to Rs 133 07 crore These 
figures reflect enhanced profit margins Net 
profit has expanded from Rs 6 51 crore to 


fts 1045 crore Dividend has been stepped 
up from 15 per cent to 18 per c<mt, which 
IS covered } 05 umes by earnings as against 
2 28 times previously 
Reviewmg the year's worldng, the directors 
say that during the second-half there was a 
marked slackness in the agricultural sector 
affecting the company’s supplies of fhel 
injection systems for hft imgation pump sets 
and tractors The commercial vehicle 
industry also faced the problem of reduced 
demand, though to a lesser extent, m the last 
quarter Sale of spark plugs improved due 
to the substantial growth in the two-whedn* 
segment of petro-driven vehicles The com¬ 
pany had also to contend with rising costs 
of some of the major inputs 

SPFC'IA L STEELS has been able to achieve 
during 1985 all time production records at 
Its wire drawing unit at Bonvli and at mini- 
steel plant and wire rod mill at Huapur This 
has been largely due to the sustained supply 
of steel billets as raw materiid and techmcid 
and managerial assistance made available by 
Ihta Iron and Steel Company Steel wire pro¬ 
duction was 65,359 tonnes in 1985 against 
52 711 tonnes in the previous year, steel 


The Week's Compdfiies 




(Rs Lakh) 


MICO 

Speaal Steels 

Bombay Dveing 

lata Burroughs 




Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

last Year 

1 atest Year 

Last Year 



31 12 85 

31 12 84 

31-12-85 

31 12 84 

30 9 85 

30 9 84 

31 12 85 

3112 84 

Rud-up Capital 


1903 

1903 

721 

621 

1124 

1124 

313 

250 

Reserves 


4306 

3281 

144 

144 

3171 

3053 

317 

146 

Borrowings 


261 

308 

4717 

4700 

14483 

12409 

479 

R5 

of which Term borrowings 


66 

91 

1730 

1312 

5637 

5461 

’50 

— 

Gross fixed assets 


9202 

8448 

4169 

4133 

8605 

8130 

419 

364 

Net fixed assets 


22-’9 

1989 

2584 

2803 

11242 

10192 

231 

172 

Investments 


386 

185 

5 

5 

229 

228 

55 

50 

Current liabilities 


2466 

2212 

1116 

879 

3673 

3451 

940 

1170 

Current assets 


6273 

5528 

3468 

2293 

5514 

6793 

1779 

1429 

Stocks 


1406 

1001 

1770 

1397 

3337 

3564 

47 

83 

Book debts 


1742 

1593 

1274 

573 

1484 

1321 

626 

698 

Net sales 


13307 

11553 

10735 

6500 

13407 

11195 

1078 

1684 

Other income 


353 

312 

66 

33 

323 

757 

218 

45 

Raw material costs 


4701 

3828 

4017 

2816 

6296 

5943 

51 

236 

Wages 


3973 

3518 

1142 

889 

2518 

2317 

280 

191 

Interest 


18 

44 

466 

478 

570 

606 

21 

5 

Gross profit (-r) loss ( ) 


2741 

2277 

892 

9 

632 

559 

277 

373 

Depreciation provision 


621 

655 

290 

289 

306 

295 

39 

36 

Ihx provision 


107 S 

97) 

- 


50 

- 

34 

86 

Net profit (i-J/loss (-) 


1045 

651 

602 

280 

276 

264 

204 

251 

Investment allowance reserve 


128 

13 

— 


50 

147 

5 


lyansfer to reserves 

Dividend 


575 

353 



147 

38 

29 


Amount 

P 

— 

- 

— 



— 


- 


E 

342 

285 

- 

- 

79 

79 

170 

430 

Rate (per cent) 

P 

- 

- 

— 


— 

— 

~ 

— 


E 

18 

15 


— 

7 

7 

62 50 

•72 

Cover (time^ 

Ratios (per cent) 


3 05 

2 28 

— 

— 

3 50 

3 34 

1 20 

0 58 

CiDU profit/tales 


20 59 

1971 

8 31 

014 

4 71 

499 

25 70 

2215 

Net profit/capital employed 


16 83 

12 56 

6960 

- 

6 42 

6 32 

31 39 

63 18 

Inventoriet/siiles 


10 56 

866 

1648 

2149 

24 89 

31 82 

4 36 

4 93 

iMigei/talet 


29 85 

30 45 

1062 

13 68 

18 78 

20 69 

25 97 

1114 
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ECONOMIC AND POUTICAI. WSEIU,Y 


billets S4,102 tonnes against 47,904 tonnes 
and wite rods 1,14,314 tonnes against 77339 
tonnes Similarly, sales of stwl wire were 
63,417 tonnes (32, 618 tonnes) and of wire 
rods 82,975 tonnes (45,307 tonnes) Sales of 
steel billets were lower at 3,946 tonnes (4,135 
tonnes) This performance was also aided by 
cordial industrial relations at all the four 
plants Total income expanded from previous 
year’s Rs 65 ksore to Rs 107 35 crore and 
yielded a gross profit of Rs 8 92 crore com¬ 
pared to a mere Rs 9 lakh, reflecting the 
substantial enhancement in margins Net 
profit came to Rs 6 02 crore against a net 
deficit of Rs 2 80 crore The profit has been 
utilised to reduce the accumulated losses to 
Rs 6 41 crore 

The company intends to spend about a 
crore in the next two or three years to im 
prove the working environment by installing 
Aime extraction and e'fluent treatment taci 
titles Certain welfare schemes for employees 
are also under consideration The company 
hopes to maintain the level of operations and 
sales achieved in 1985 during the current 
year, but the directors point out that there 
have been cost escalations due to a power 
tariff hike, increasi in oil prices and import 
duty on scrap In view of the market rcsi 
stance to any further increase in steel prices, 
the company may have to bear a consider¬ 
able part of these inflationary cost increases 
The company has diawn up a modernisa 
tion progiammc for ihrci of the four units 
to be implemented in 1986 to 1988 at a cost 
of Rs 6 7 croie, in addition to normal capital 
expenditure I he company is approaching 
the financial institutions to suitably phase 
out the repayment of past loans so as to 
enable this programme to be carried out 


BOMBAY Oyi-INC AND MANUFAC 
TURING COMPANY has reported a gross 
profit of Rs 6 32 crore tor the year ended 
September 1985 against Rs 5 59 crore in the 
previous year following increase in sales 
from Rs 111 95 crore to Ps 134 07 crore With 
the tax liabilitv claiming Rs 5() lakh (lul), net 
profit IS only slightly higher at Rs 2 76 crore 
compaied to Rs 2 64 crore of 1983 84 The 
unchanged dividend of 7 per cent is covered 
3 50 times by earnings as against 3 34 times 
pieviously The year's profit includes Rs 90 
lakh (Rs 616 lakh) being profit on the sale 
ol assets I he company’s cxpoits amounted 
to Rs 26 05 crore (Rs 25 17 crore) 

The company’s DMT plant has demon¬ 
strated Its capability to pr^uce at full-rated 
capacity and the quality of the product is 
upto the best standard and has bMn widely 
accepted by the polyester industry Indi¬ 
genous DMT capacity having increased to 
meet the full current demand of the pdyester 
industry, government moved DMT and TRi\ 
in ApnI/May 1985 from OGL to the cate¬ 
gory of ‘limited permisuble items’ However, 
large imports of these products had already 


been committed before the change m import 
policy These imported stocks, substantial 
quantities of which are still available with 
polyester producers, have hampered and 
continue to hamper offtake of indigenous 
DMT and have resulted in gross under¬ 
utilisation of indigenous DMT capaaty The 
problem has been further aggravated by the 
import of about 40,000 tonnes of TPA 
during the latter half of 1983 and the first 
quarter of 1986 which has reduced the 
market for indigenous OMT and by the con¬ 
tinuing insistence of some polyester pro¬ 
ducers to import I PA This resulted in 
suspension of production at the company’s 
plant for almost three months lb protect 
the interests of the indigenous DMT in¬ 
dustry, government has recently increased 
the import duty on TPA and DMT by 
Rs 3,(xi6 per tonne The Chairman Nusii N 
Wadia. hopes that this measure will promote 
the use of iqdigenous DMT and lead to full 
utilisation of the plant capacity 


TATA BURROUGHS, which went public 
last year, ha turned in poor working results 
tor 1985 with fall in gross profit from 
previous ycai’s Rs 3 73 croie to Rs 2 77 crore 
following drop in total income from Rs 16 84 
crore to Rs 10 78 ciorc Net profit is Rs 2 04 
crore (Rs 2 31 crore) Dividend has been 
lowered from 172 per cent to 62 5 per cent 
I he new shareholders are entitled to pro rata 
distribution at Rs 2 25 per share The 
distribution is covered 1 20 times by earn 
ings, whereas over a halt of it was short- 
earned last year 

The company started operation of the 
Delhi Centre where the new Burroughs 
XL 550 has been installed The Consultancy 
Division, which offers sophisticated software 
and other computer related services world¬ 
wide, fared well during the year The Pro¬ 
gramme Products Group of the Computer 
Consultancy Division has marketed pro 
gramme products like Easydeal, Structured 
Programming Tool, Dossier and Bridge 
Overseas and Indian customers have evinced 
keen interest in these products The Manu¬ 
facturing Division suffered a serious setback 
due to the non-availability of export orders 
The Marketing Division earned out the 
installation, maintenance and support of 
systems for various reputed customers, in¬ 
cluding Bharat Earth Movers, Maruti 
Ifdyog, Bhilai Steel Plant, Ihta Press, etc. 
Foreign exchange earnings of the company 
from export of goods and services amounted 
to Rs 10 23 crore The company won two 
awards, one from the EEPC and the other 
from the Union Ministry of Commerce, for 
outstanding export performance in com¬ 
puter consultancy and technical services. 

SM DifCHEM has declared an intenm 
dividend of 14 per cent for the current year 
ending August, 1986, on the enhanced share 


capital. The compare lias an immediate 
to set up a Rs 2 crore project to manufac¬ 
ture ethylene oxide bas^ products for 
pestiades, paper, plastics, pharmaceuticals, 
ceramics, oil drilling and also textile 
industries, with the technical collaboration 
from a reputed West German company The 
project IS expected to be completed before 
end ol March, 1987 The company is 
also entering into the consumer products 
especially cosmetics and skin care products 
The company has already signed a letter of 
understanding with one of the world 
renowned cosmetics manuiacturers, Biomans 
of West Germany Most of the products to 
be manulactured by the company are novel 
and of unique concept with the active ingre 
dients containing deep sea water The pro 
ject costs Rs 5 crore and is expected to be 
implemented before end of August, 1987 
Besides this, the company has also taken up 
the marketing of Allied Colloids’ General 
Industries division, for the paint, printing 
ink and special adhesives fur the wall papei 
industry 

According to S M Shetty, Chairman, the 
companv may once again enter the capital 
market at an appiopnate time for financ 
ing the two new projects 


INDIAN PETROCHEMICALS COR 
PORATION (IPCL) has proposed a divi 
dend amounting to Rs 18 W crore for 
1985 86 Apart from this direct contribution 
to revenues of the Central government, the 
corpoiation is paying Rs 21 10 crore as 
income tax and Rs 97 38 core as excise duty 
In the course of the year, IPCL increased its 
gross block from Rs 531 crore to Rs 653 
crore The internal resources generated were 
12 per cent higher than those for 1984 85 
The company’s operational profit amounted 
to Rs 131 crore as compared to Rs 119 «.rore 
in the previous year following a turnover ol 
Rs 687 crore against Rs 586 crore Profit 
before tax rose from Rs 61 crore to Rs 78 
crore, according to preliminary figures 

The overall performance of IPCL was 
marked by a remarkably high rate of capacity 
utilisation in spite of severe power cuts, con¬ 
currently with an exemplary safetv record 
and substantial insestment and current 
expenditure for energy conservation, pollu¬ 
tion control and maintenance of environ¬ 
mental quality The second major complex 
of the corporation at Nagothane m Raigad 
distnct of Maharashtra is progressing accor¬ 
ding to plan. The next few years will be 
marked by rapid growth, massive investment 
and large-scale diversification for the cor¬ 
poration For financing expansion and 
innovation of these dimensions, IPCL will 
be able, as in the past to rely on a sizeable 
and substantial marsbailing of internal 
resources. These outlay programmes would 
also imply, increased access to funds by 
means of commercial borrowings. 
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FROM OUR CORRESPONDENTS 


Victims o£ ‘Poverty Alleviation" 


Bluumt 

IT had to happen sooner or latter. Recently 
the capital dty witnessed a rather new form 
of hunger strike— by the ‘beneficiaries' of 
a ‘poverty alleviatioa’ programme Thoe 
people presented dear evidence to prove that 
they ham been financially ruined (te to their 
de^on to avail of the ‘benefits* of a 
‘poverty alleviation’programme of the Delhi 
Admiidatration supported by the State Bank 
of India. 

The story of this nearly Rs 6 million 
project goes back nearly five years when the 
Hansport Directorate (Flarming and Devdop- 
ment IXvision) announced subsidised loans 
for low-income families of scheduled 
castes/tribes for purchase of vehicles which 
would be allowed to carry passengers on 
spedfic routes in Delhi. The fitumdal com¬ 
ponents of this scheme coruisted of 80 per 
cent loan through the State Bank of India, 
IS po'cent seed money by the Ddhi Admini¬ 
stration and 3 per cent contribution by the 
applicant. 28 apidkants in the first year and 
40 apidicanu next year were selected for 
these loans. After overcoming some initial 
problems, these persons started operating 
thdr vehicles on Delhi roads. 

Soon it became apparent that the vehicles 
given to these persons were not appropriate 
for lifting passengers on crowded roads for 
which purpose they have to stop time and 
again after covering a short distance These 
vehicles had been used earlier for point-to- 
point transport, mainly to carry luggage A 
wide range of defects in these vehicles when 
used fmr carrying passengers soon mani¬ 
fested themsdves, from problems with 
engine and braksa to defects in gear boa and 
dutch. Repairs and spare parts for these 
vehicles were also exc^ondly expensive 

Due to all these factors most of these 
vehicles soon had to be taken off the road, 
but not before the ‘beneficiaries' had 
accumulated debts on periodic frustrating 
repairs. As the vehicles stopped cangring 
passengm, their operators were unable to 
pay the loan instalments. They started 
getting court notices for the recovery of the 
loan, evm as their economic position 
deterioiated clearly on account of their 
having otken this loaiL 

This is not an isolated instance^ and raisa 
a aridtr tpiesdoiL AO over the country 
poverty aOeviation progr a mme s based on 
givingstibtitfoedloaiittopHtchaseinootno- 
eprahii assets are being hBpiemented. Wide- 
spread lepoits «t IneffidCDcy, oonuption 


Dogra 

and irregidarities in the implementation of 
these nrogrammes have been received. If, as 
a result of theses the ‘boieficiary' is saddled 
with an asset that u more or less useless to 
him, then, when the time fw repayment of 
loan comes and if there is clear evidence 
that due to the mistakes or irregularities of 
others the ‘beneficiary' has received no 
benefit and instead perhaps has been made 
worse off, can he ask for this loan to be 
cancelled or reduced or the asset to be 
replaced by a genuinely usefiil one befene the 
loan instalments become duelT This is a ques¬ 
tion that is likely to be posed in more and 
more cases m the near future as IRDP loan 
repayments become due. 

1b give Just one more example of this kind 
of situation, what this reporter saw of IRDP 
In Salaiya village of Manika Kock in 
Mamau district last October may be related 
here. 

There are a large number of so-called 
beneficiaries of this programme in this 
village Most of them have received goats 
which were soon affected by a disease which 
was earlier unknown in the village Not only 
did these IRDP goatt die in large numbers, 
in addition the infection also s|»ead to local 
goats which existed in the village before the 
IRDP goats came These goaU also started 
dying in large numbers. In the end several 
beneficiaries have been left with a smaller 
number of goats from what existed before 
they received the IRDP ‘benefit'. Their 
income has not increased, their assets have 
been reduced and m addition they have been 
saddled with a loan which despite the 
subsidy element is quite large when com¬ 
pared to their repaying capacity. 

This is not an isolated story. The same 
tragedy has befallen IRDP beneficiaries in 
many other villages of this block. As 
example mention may be made of villas 
Nadbitiva, villas Laali, village Auratand 
and tola Belvatand of village Manika (all 
these rural settlements are In Manika block). 
Their IRDP goau too have died, and have 
also daimed the lives of several other goats. 

Why did this hanien? 1b answer this 
question, we've to look at the system under 
which goats are procured for distribution (on 
subskUaed loan batii) among those who have 
been selected as IRDP ‘beneficiaries'. 

At tile block level a committee consisting 
of the Block Development Officer (BDO), 
the Managing Director of the District Rural 
Devdopment Agency (DRDA) or his repre- 


senutive, the District Animal Husbandry . 
Officer or his representative, the Block 
Pramukh, etc, is formed for the purchase of 
assets (mostly animals) which are to be 
distributed among the IRDP beneficiaries. 
The various assets to be distributed, such as 
goats, cows, bullocks, pumping sets, etc^ are 
decided upon and contact established with 
the various contractors and middlemen who 
specialise in supplying one or more sudi 
assets for IRDP. 

It is a widespread practice that this 
middleman gives a substantial amount as 
bribe which is shared among the members 
of the purchasing committee (who in turn 
are likely to be asked to pass on a part of 
this upwards to other offidals of their 
department). So if the contractor is being 
paid Rs 200 for a goat, he naturally cannot 
supply a goat which is actually worth Rs 200. 

In order to be able to pay the bribe to various 
members of the purchasing committee and 
also ensure his own fat profit margin, the 
contractor is in fact likely to supply a goat 
which IS worth only half the price that he 
receives from the government on paper. 
Naturally this will be a poor quality goat. 

The contractor, moreover, is a man in a 
mad rush. Coats are being purchased not in 
jsut one block but in several blocks. He 
would hke to supply goau at as many places 
as possible, and hc^U also like to save money 
in transporting goats from one place to 
another. The result u that a large number 
of goats packed like goods into trucks are 
transported from one place to another very 
rapidly. Under such conditions the chances 
of further deterioration of thdr health and 
spread of infecuon and disease are voy high. 

1b get back to the helpless ‘owners’ of the 
damaged and discarded motor vehicles In 
Ddhi, the representatives of the Matador 
Ikxi-Owners’ Association, Ddhi, daim that 
the unsuitability of these vehicles for carry¬ 
ing passengers as also the genuineness of 
their case has been admitted by senior 
officials. Several sympathetic statements 
have been made and letters written. But the 
hitch in accepting thdr demands (for new 
loans for purchase of new, suitable vehicles, 
exempting old interest paymenu and re- 
pi^ent of prinapal m easy instalmenu) is 
that bank offidals do not want to create a 
precedent where ‘victims’ of mistakes com¬ 
mitted by officiab in ‘poverty alleviation' or 
related programmes can claim exemption 
from at least a part of the loan. Fbllowing 
the hungci strike the Executive Coundlloi 
has even tried to take the matter directly to 
the Finance Mmister, and it is here that the 
matter rests at the time of writing. 
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ECONOMIC AND 


WEST BENGAL 

Minimum miges, a Dead Letter 

Biren Roy 


THE Minunutn Witges Act, 1948, was 
macted with a view to fixing the minimum 
-ate of wages for employments covered by 
he schedule which crnitaiaed industries 
vhere sweated labour was prevalent. Though 
his IS a Central Act. state governments are 
mpowered to Hx the minimum rate of 
vages in consultation with the Advisory 
[Committee formed for the purpose or Iv 
lotiHcation in the official gazette The Act 
ilso inovides for the formation of state-level 
Vlvisory Boards to co-ordinate the activities 
>f the Advisory Committees or Sub-Com- 
nittees. The Act provides that mimmum 
vages should be reviewed at intervals not 
ntcccding five years. 

The left Fiont government in West 
Bengal has been in power since 1977. Let us 
ixamine the position of the implementation 
>f Minimum Wages Act in the state. 

From "Labour in West Bengal, 1985”, the 
atest annual pubhcation by the Department 
>f Labour, Government of West Bengal, it 
s found that 32 industries have been added 
o the original schedule comprising 12. 
during 1985 itself two were added to the 
cheduie: (i) tobacco godowns, and (2) hand- 
ooms. The publications also provides a list 
)f 35 industries showing the dates of fixa- 
ion or revision of minimum wages. From 
he list It is seen that the time for review of 
ninimum wages has not yet arrived in 
aspect of su industries only. But in the case 
if the other industries, numbering 29, the 
ime for review had passed a long time ago 
lecause, as already noted, the law provides 
Jiat revision of minimum wages should be 
lone at intervals not exceeding five years. 
Bor example, mimmum wages for the print- 
ng industry were fund as far back as 1%S. 
[during these long 21 years, the minimum 
vages have not been revised. Similarly, the 
ninimum wages fur glass industry were fixed 
n 1974, for paper board and straw board ma- 
lufactunng industry m 1978, for the plastic 
ndustry in 1979. In like manner, the mini- 
num wages for lac manufacturing weie last 
evised in 1969, for the flour mills in 1970, 
for the cinema industry in 1970, and so on. 

Let us compare this position with that 
indicated m "Labour in West Bengal, 1976”, 
dwt is about a decade ago, when the country 
was under the Internal Emerg«icy. The 
publication contains a list of 21 industries 
for which minimum wages had been fixed 
or revised. From the list, it would be found 
that the time for revision had not arrived in 
the case of 10 industries, for the remaining 
II industries, such time had pti^. This 
thus shows that the position in respect of 
implementation of minimum wages was 


better during emergency than after nine yean 
of Left Front rule 

Let us look at another aqieot of the pro 
blem. The publication of lOTS also gives a 
list of induaries where milium wages have 
not yet been fixed, thou^ they are included 
in the schedule of the M W Act. 1948. The 
list contains 13 industries. The IWl publica¬ 
tion contains a hrt of 12 such industries of 
which 10 are common. These industries 
include rope industry, shoe-making industry, 
forestry, etc. This means that though more 
sweated industries have been mciuded in the 
schedule, no step has been taken to fix 
minimum wages in respect of these in¬ 
dustries. It is not very useful to add to the 
list of sweated industries without teking 
necessary steps for fixing minimum wages 
in respect of them. 

It IS well known that the 15th Indian 
labour Conference held in 1957 had laid 
down certain norms for need-based minimum 
wage These norms in short are (1) diree con¬ 
sumption units for one earner, (2) food re¬ 
quirements on the basis of net intake of 
2,700 calones daily, (3) clothing requirement 
on the basis of 72 yards annually, (4) house 
rent as per subsidised Industriid Housing 
Scheme and (5) 20 per cent for other 
miscellaneous items of expenditure 

Calculated on these by no means generous 
norms, the minimum wages for an unskilled 
worker would work out to be much above 
Rs 1,000 per month. But nowhere in India, 
not even under the Left From regime in Wst 
Bengal, have these norms been taken into 
consideration. From the list of minimum 
wages of unskilled workers as on December 
31,1985, published in the 1985 publication, 
the minimum wages fixed in respect of 
different industries are teen to be much 
below these norms. In fact, in the case of 
most of the industries, the ininimura wages 
are below 50 per cent of the minimum wages 
calculated on the basis of the 1957 norms. 
For example, the highest quantum of mini¬ 
mum wages is in respect of Public Motor 
TVansport where the minimum wages ate 
Rs 604 per month for conductor and Rs 612 
for time-keeper. For printing industry, it is 
Rs 350, for tanneries it is Rs 491, for bone 
mills it is Rs 366.30, and so on. Minimum 
wages of unskilled workms in the organised 
industries, like Jute and cotton textile or 
engineering, are about Rs 9Q0 per month. 
So muiimum wages in the swatted industries 
are much less than those obtaining in the 
organised industries. 

VWsge differentials constitute a serious 
problem in our country. Minimum wages 
vary from staw to state; for example, the 


minimum wages fw a dal mlU worker in 
Bombv is Rs 705 vrtiereas it is Rs 488 
in Calcotta. Minimum wages vary from 
industry to industry in the tame state. Rv 
example in Rbst Bengal, the minimum wage 
for bone mills It Rs SftJO, for hosiery it 
is Rs 403.38 end for public motor tianqiort 
it is Rs 604.00. Besides these disparities, 
minimum wages for the same industry vary 
from r^on to region within the state. This 
is also true for other states in fauRa. Frtmi 
“Labour in IMatBenpl, 1985” it is seen that 
for the purpose of fMng nunimum wages, 
the state has been divided into nine regions 
such as Calcutta and 24 Patganas, Howrah 
and HoOghly, Burdwan and Assaiuol, 
Darjeriing, etc. The minimum wage for an 
industry varies from region to ngion. Fbr 
example, the minimum wage for oil mills in 
Calcutta region is Rs 564.10, for Howrah 
region it is Rs 491.55, for Burdwan r^on 
Rs 529.02, for Darjeeling Rs 401.35, and so 
on. But the question is, when it is the 
minimum wage, why should it vary from 
region to region in the same indus^? At 
least the minimum wage should be uniform 
for all industries for the entire state. It may 
be argued that the capacity to pay is not the 
same for all the industries. But this argument 
does not hold water. Differoit experts and 
also the ruling of the Supreme Court have 
stated that for fixing minimum wages the 
question of capaidty to pay is irrdevent. The 
minimum wages increase from year to year 
as the Dearness Allowance, a component of 
minimum wages, is linked however im¬ 
perfectly, with the cost of living index which 
goes up every year. 

Another aspect needs to be mentioned. In 
AMest Bengal, minimum wages are fixed for 
only unskillol workers, but in Maharashtra 
minimum wages are fixed for different 
categories of workers—4iighly skilled, 
skilled, semi-skilled and unskilled. The 
above discussion regarding the position of 
minimum wages in West Bengal does not 
show the Left Ftont government in a shin¬ 
ing light. During its nine-yetr rule, the 
government has taken hardly any step to 
remove various defects in respect of 
minimum wages. Even the provision of the 
law to review the minimum wages every ftvt 
years has not been abided by in case of the 
majority of industries. Minimum wages have 
not been fixed in the case of a majority of 
industries included in the schedule as 
stipulated. There is a sutc-levd Advisory 
Board where the CITU, AITUC, INTUC 
and other trade unions are rqoesented. It 
is difficult to understand what tbb Advisory 
Board is doing on these aspects. It is known 
that the stare CITU hns (hewn the attsatfon 
of the Department of Labour e^wdally 
towards the task of reviewing minimum 
wxgfi in time, but this has not brought ittxiut 
any i mp wvw ne n t tethepoaitioo. Should the 
bunauioncy alonebeUiaied fbr sacftnsiitte 
of aCCrin? 
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liiU.ANCX or PAYBffiim 

Ois€|iiietiiig Trends 


THE Rewrve Bank of India has published 
the details of India's Balance of Payi^ts 
for the )«ar 1982>t3 in the February 1986 
issue of its Bulktln. Bolstered by higher 
inflow of capital and improvement in in¬ 
visible receipts, in particular the non-^wid 
pro ^ private and offldal tnnsfers, IndiaTs 
balimce of payments position incited a 
lower deficit of RsS66crore in 1983-84, less 
than one-half of the deflcit of Rs IJZMcme 
in the previous year. However, the balance 
of trade showed a deficit of Rs 3,871 crorc^ 
higher by Rs 94 crore than that in 1982-83, 
but lower than the figure of Rs 6,121 crore 
recorded in 1981-82. invisiUe receipts on 
account of foreign travel, transportation, 
insurance, investment income and transfer 
payments, which touched a record level of 
Rs 4411 crore m 1980-81 feU to Rs 3,479 
crore in 1982-83 but recovered to Rs 3.608 
crore in 1983-84. While the sharp rise in 
1980-81 was directly attributable to higher 
investment income, foreign travel and private 
transfers, the pick-up in 1983-84 was made 
possible by higher private transfers, miscel¬ 
laneous receipts and insurance. 

The deterioration in trade account in 
1983-84 reflected the combined result of 
faster rise iii imports and slowdown m 
exports growth. Ibtal exports of Rs 10,168 
crore during the year were higher by Rs 1,021 
crore over the level m 1982-83, sizeabiy lower 
than the increase of Rs 1471 crore in 

1982- 83. The proportion of nports to Gross 
Domestic Product at market prtees dechned 
from 6.2 per cent in 1982-83 to 3.9 per cent 
in 1983-84. On the other hand, total imports 
amounting to Rs 16,039 crore showed a rise 
of Rs 1,126 crore as compued with a smaller 
rise of Rs 1,027 crore in 1983-84. 

Trends in exports and imports of indi¬ 
vidual commodities during 1980-81 to 

1983- 84 on the basis of data contained in 
the RBI review are shown in Ihbles I and 2. 
Commodities which claimed a higher per¬ 
centage share in total imports during 
1983-84, were capital equipment, mm- 
ferrous metals, edible oils, electric goods, 
precious and semi-precious stones (presum¬ 
ably for re-export), foodgrains, other 
chemicals professional and scientific instru¬ 
ments, paper and p^ier boards, and drugs 
and medicines. The share of mineral oils in 
total imports declined from 40 per cent in 
198041 to 27 per cent in 1983-84. Importt 
of foodgrains which formed less than one 
per cent of total imports in 1980-81 showed 
a consistent increase and constituted about 
4 per cent of flie total in 1983-84. 

On the export boot, both tradititmal and 
non-tiaditk^ hems recoRtod improvement 
over their performance in 198243. There 
was a shaiv decUne in the proportion of 
crude oil exports in the aggregate Major 
Items accounting ftyr improwd performance 
of the tradidonal commedities group were 
tea, Hiicee mica, votttabte dls, cotton ym 
and manufreturm and codoP raw and waste 
Decrease in the praporthm to total was 


noticed in respect of such commodities as 
cashew kernels, tobacco, jute yarns and 
manufactures and woollen yarn and manu¬ 
factures. Commodities such at fhdu and 
vegetables, sugar, iron ore iron and steel, 
preaous stones and chemicals boosted 
overall exports under the non-tiaditional 
category. The share of engiiieeting goods in 
total exports recorded a pmistent fall from 
13 per cent m 1980-81 to 12.7 per cent in 
1983-84 although this item continua to be 
the single largest item exported by India. 
Similarly, leather manufactures export whidi 
contributed about 3 per cent of the total 
showed deterioration over the years and had 
a share of 4 per cent in 1983-84. Com¬ 
modities which displayed consistently 
improved performance were preaous stones, 
fruits and vegetables, chemicals and sugar. 

Data from the Economic Survey of the 
Governmem of India show that India’s share 
of world exports which was 0.48 per cent in 
1979 declined to 0.42 pre cent in 1980 and 
stayed put in the following year. Hie share 


improved to 0.49 per cant in 1982, but 
deteriorated to 0.46 per cent in 1983. 
Analysis of exports by commodity groups 
reveals a dedine in the share of the mniority 
of commodities and as such it is easier to 
list those commodities which improved their 
share in world oqiorts. Three oommoditire 
were meat and meat products, fish and flifa 
preparauons, vegetables and fruits, tobacco 
manufactures, iron ore and concentrates, 
leather, manufactured pearls, precious and 
semi-preaous stones, general industrial 
machinery and articles of ai^iaiel and 
clothing. India’s share of world tea andraiee 
reports respectively at 16 per cent and 10 per 
cent was only one-half of that in 1979. L&e- 
wise the share of leather reports declined 
from 12 per cent in 1979 to 6 pre cent 
in 1983. 

In regard to direction of trade; informa¬ 
tion drawn from the “Economic Survey” 
shows that ^ut 30 per cent of Indian tra^ 
is conducted with the OECD countries 
although the percentage share has been on 
the decline since 1970-71; reports to OECD 
countries formed about SO per cent in 
1970-71 and were lower at 46 per cent in 
1984-83. Within this group, the EEC coun¬ 
tries had the larger share; Imports from 


Tabi e I Exports oi Sei ec tfd Commoditii s 


U^neniage to toiaf) 


Commodities 

1983-84 

1982 83 

1981-82 

1980-81 

I IVaditional 

I Cashew kernels 

163 

177 

2 28 

2 11 

2 ire 

6 22 

419 

4 84 

3 82 

3 Spices (im-luding pepper) 

132 

1 17 

123 

173 

4 Oil cakes 

135 

1 59 

1 28 

163 

3 Tobacco 

192 

296 

3 94 

204 

6 Hides and skins (raw) 

0 37 

0 35 

0 37 

043 

7 Oilseeds 

0 24 

0 20 

019 

0 54 

8 Wool, raw and waste 

006 

0 03 

004 

002 

9 Cotton, raw and waste 

133 

1 12 

0 72 

199 

10 Mica 

062 

0 39 

0 47 

061 

11 Vegetable oils 

217 

0 38 

0 76 

064 

12 Cotton yarn and manufactures 

418 

409 

3 24 

6 36 

13 Jute yarn and manufactures 

203 

2 29 

290 

468 

14 Woollen yarn and raanufaaures 

2 73 

3 33 

4 01 

3 37 

15 Gums and resins 

041 

0 62 

133 

081 

16 Lac 

018 

0 20 

0 20 

016 

Total-1 

27 31 

24 96 

29 90 

33 01 

11 NoB-ireditional 

1 Fish and fish preparations 

3 87 

4 30 

3 76 

329 

2 Fruits and vegetables 

2 21 

I 87 

142 

124 

3 Sugar 

1 32 

0 63 

069 

063 

4 Coffee 

160 

2 18 

2 96 

310 

3 Iron ore 

4 27 

3 82 

3 90 

3 93 

6 Manganese ore 

010 

0 22 

0 27 

0 27 

7 Other ores (including 

metal scrap) 

0 30 

0 21 

015 

0 30 

8 Leather manufaauies 

403 

4 23 

3 03 

4 86 

9 Iron and steel (metal) 

131 

0 39 

0 72 

0 76 

10 Engineering goods 

12 73 

13 47 

14 96 

13 03 

11 Precious stones 

12 23 

1013 

860 

943 

12 Silver 

001 

0 01 

002 

004 

13 Wheat 

000 

— 

006 

003 

14 Rice 

116 

1 21 

3 78 

1 55 

IS Chemicals 

4.69 

4 37 

4 25 

364 

16 (Nothing 

6 88 

7 34 

9 52 

8 29 

17 Others 

822 

9 38 

990 

1047 

1btal-II 

63 03 

63 85 

70 09 

66 98 

III Crude Oil 

7 65 

ft 17 

... 

— 

IV Gnut Total (I-I-Il-I-Illl 

10000 

100 00 

100 00 

100 00 
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OECD countries were u high as 64 per c«t 
in 1970*71 but got marIwUy reduc^ to 49 
per cent In 1984-85 (Ihble 3). ExporU to 
OPEC countries rose from 6 per cent in 
1970*71 to 8 per cent in 1984-85, whereas the 
share of imports from these countries 
accelereted from 8 per cent to 19 per cent, 
mainly because of oil imports from Iran, 
Itao and Kuwait. India’s exports to East 
European countries like GDR, Rumania and 
USSR declined from 21 per cent to 17 per 
cent between 1970-71 and 1984-85, while its 
imports from these countries remained 
stagnant at 13 per cent during the period. 
Lik^ise exports to devdoping countries in 
Africa, Asia, Latin America ^ Caribbean 
showed drastic fall while unports from these 
countries rose impi^nbly. In summary, 
India teems to hare lost ground in the csqxxt 
markets of EEC. Asia, Ociana, Eastern 
Europe, Africa and Latin America, eren as 
the countries in these regions were able to 
enlarge their exports to India. 

Data on ‘Invisibles’ in the current account 
of the balance of payments disclose that, 
barring private transfers, insurance and 
miscellaneous receipu, the contribution of 


all other items to net receipts was lower than 
in 1980-81. Receipts on account of foreign 
travel to total current accourtt receipts 
(excluding official transfers) declined frm 
28 per cent in 1980-81 to 25 per cent in 
1983-84; the share of transportidton turned 
negative to the extent of 8 per cent as com¬ 
pared with a nominal positive contribution 
in 1980-81. Similarly, payments under 
‘Investment Income kite ^flts, dividends, 
interest and discount exceeded receipts 
because of higher interest paymenu on 
external loans, both offlciai and non¬ 
official; in 198()-81 ‘inrestmcDt ineomd con¬ 
tributed to the extent of 12 per cent to 
current account receipts. On the other hand, 
the share of private transfers comprising 
migrants’ transfers, repatriation of savings, 
reinittance for family maimenance, contri¬ 
butions and donation to religious organisa- 
tiems rose stzeably to 83 per cent in 1983-84 
from 58 per cent in 1980-81. Similarly, 
‘miscellaneous items' covering payments in 
respect of agency services, tei^nicians’ and 
professioiial services, royalties and techmeal 
know-how made a podtire contribution to 
the extent of 15 per cent in contrast to a 


small n^atlve coatifbutloa in tM04l. 
Receipts on account of official tiansfns such 
as aid received in kind from foreign govem- 
menu and institutions.and under various 
programmes were lower than in the previous 
years. 

On the capital account, the net inflow of 
capital in 1983-84 has been estimated gt 
Rs 2,187 crote, up by Rs 1,362 crore over 
1982-83. The inflow of capital financed 
about 80 per cent of the current account 
deficit as against 39 per cent in 1982-83. 
Receipts under both private and offidai 
capital showed a condstent income from 
lMO-81. Net inflow of offldal capital whkdi 
includes amounts borrowed by the Central 
and state governments from international 
financial institutions and foreign govern¬ 
ments aggregated Rs 1,308 crore more than 
twice as much as in 1982-83. Net inflow on 
account of long-term and shoit-te^ private 
capital leading to loans, investment in shares 
and otho- assets, loans extenifrd by Inter¬ 
national Bank for Reconstruction and 
Development and other foreign gouemments 
to the private sector in India was also hi^r 
at Rs 697 crore compared to Rs 208 oore 
m 1982-83; The larger inflow during the year 
was attributed to increased accretion to 
FCNR and NRE accounts and higher 
receipts from foreign offidai institutions. 

Divergent trends in the rates of increase 
of exports and imports has been exerting 
pressure on balance of payments. Scrutiny 
of commodity-mix as wdl as directions of 
India’s exports brings out some disquieting 
trends. Diversification of commodities 
traded achieved so far is none too specta¬ 
cular; the major exchange earners continue 
to be primary artides. Manufretured items 
such as engineering goods and leather goods 
formed a declining proportion of total 
aports. As regards direction of trade, diout 
46 per cent of the exportt were to OECD 
countries. This proportion was much smaller 
than what it was in 1970-71. Exports to East 
Europen countnes and devdopiiig countries 
in Asia, Africa and Latin Arnica displived 
a similar trend. On the other hand, imports 
from these countries to India have been on 
the increase. Rising outlsv of foreign ex¬ 
change on imports of foodgn^his, edi^ oils 
and fertilisers is a matter to be concerned 
about. The yawning gap in respect of 
balance of trade is bdng made up to some 
ertent by improved reedpts on account of 
what are called ‘invisiUe items’, trade in 
services. Here agam the support to balance 
of paymoita fran such activities as travel, 
trens^rtation and investments has been on 
a reduced scale in recent years. The mi^or 
prop was provided by private transfers but 
it is tenuous as the treiids in these traiufers 
could hardly be Abiding. The surge in 
receipts under the head ‘miscellaneous’ is 
noteworthy. Hun has been a reversal of the 
position in respect of investment income 
shice 1982-83 with paymenu on account of 
interest on public ^ private secunr fordgn 
bwiowings exceeding the receipu under 
various heads. The voluminous outgo on 
account of interest paymenu. etcy has to be 
viewed in the context of increased inflow of 
ofllcid,aiid privBU capital. 


TaBIE 2- iMTOBTS OF SELECTED CoMMODITIFS 

(Percentage to total) 


Commodities 

1983-84 

1982 83 

1981-82 

1980-81 

Fbodgrains 

3 88 

2 68 

135 

0 71 

Capiial equipment 

15 89 

13 82 

13 66 

14 72 

iron and steel and manufactures 





thereof 

4 38 

709 

7 10 

4 82 

Railway vehicles and stores 

0 37 

0 56 

0 89 

078 

Ships/aircrafts and parts 

3 63 

4 52 

300 

390 

Mineral oils 

27 47 

34 48 

31 77 

40 24 

Fertilisers 

196 

1 74 

3 95 

3 37 

Non-ferrous metals 

5 42 

3 82 

4 33 

3 81 

Sugar 

— 

000 

0 89 

047 

Cashewnuts 

012 

0 01 

0 28 

Oil 

Edible oils 

5 08 

364 

4 24 

2 89 

Sulphur and compounds 

0 56 

0 67 

0 83 

122 

Other chemicals 

517 

4 25 

5 33 

5 41 

Electrical goods 

314 

2 80 

2 25 

190 

Ihper and paper board 

068 

0 31 

0 47 

093 

Cement and cement products 

057 

0 74 

0.78 

046 

Professional and scientific instruments 

1.85 

104 

096 

040 

Wool, raw and waste 

0 36 

0 53 

0 54 

039 

Cotton, raw and waste 

001 

001 

006 

0.10 

Drugs and medicines 

0.45 

0.41 

047 

0.88 

Rayon textiles 

049 

0.72 

110 

052 

Precious and semi-precious stones 

6 50 

4.42 

4 48 

314 

Others 

1191 

1165 

1117 

926 

Ibtal 

10000 

10000 

100 00 

100 00 

Table 3 Dirfciion of India’s Trade 






(Percentage to total) 


Exports 

Imports 


1970-71 

1984-85 

1970-71 

1984-85 

1 OECD 

50 

46 

64 

49 

(a) EEC 

18 

17 

20 

24 

(b) North America 

15 

16 

35 

13 

(c) Asia and Ociana 

15 

11 

7 

8 

II OPEC 

6 

8 

8 

19 

III Eastern Europe 

21 

17 

13 

13 

IV Developing countries* 

20 

13 

15 

18 

V Others 

3 

164- 

0.5 

0.9 

Ibul 

100 

100 

100 

100 


Notes • Excluding Members of OPEC 

-(■ Includes booking of crude oil exports deuils of whose destinations are not available 
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Who Owns Third World 
Women’s Knowledge? 
An Experience 

E%erlyn Nicodfmus 


THIS account of how 800 African women 
were cheated and the authors' rights of 
Afncan women writers violated is a long, 
complex and ugl> story But also verv simple 
Beneath all of it there i$ the colonial and 
racistic attitude of sell righteousness, 
disregard and arbitrariness The Third World 
belongs to those who have the economic 
power They have Atiica at iheir disposal 
Naturally they also have the knowledge and 
the creations ol the Third World women at 
their disposal 

The story begins in late spring 1984 1 was 
contacted bv SIDA, by the head of its 
\Vomcns IX’partincni Kaiin Himnielslrand 
<KH) She wanted my opinion about initiat¬ 
ing a short storv competition among Afncan 
women so as to present them at the Women’s 
i onletciicc in Nairobi, 198S The point, 1 
told her was lo avoid making the African 
women into objects it should therefore be 
promised in the advcitiscment about the 
compctiiion that the juiy was going to 
consist of African as well as Swedish 
women This was accepted No less than 800 
Afncan women participated Among them 
were professional authors as well as novices, 
educated women, housewives, country¬ 
women, schoolgirls prosiitutes 

Thi JlRV 

In the beginning of 198^, when SIDA 
began to icceive the short stones, 1 suggested 
three competent African women for the jury 
Ihev live in Sweden and are well known to 
SIDA Shortiv bdoic the jurv was going to 
begin work I was lold bv kann Himmel 
strand thai she ii id not been able to get any 
of ihe African women into the jury Reflect 
mg ujxm the mam bitter c*xperienccs we have 
had in the white men's countries, I could well 
understand such a reaction So when she 
asked UK to paiticipate as the only African 
juiv meiniHi I accepted fully aware of the 
fad that I was going to be merely an 
hostage and unable to influence the deci¬ 
sions moie than marginally 

The jurv ai that time consisted of the 
Swedish author and critic Ruth Hallden, the 
Swedish author Heidi von Born and from 
SIDA, kann Himmelstrand and her right 
hand woman Birthc Horn And mvselt 
Some tew days before the meeting of tiK jury 
Kann Himmelstrand and Binhe Horn 
visited me at my home Kann aigued strong¬ 
ly for the short story that she wanted as 
winner My opinion was clear I was going 
to select what was to me the most imeresnng 
contnbuiio&s «ontidmng p tradition of 


African women’s oral language and at the 
same time was a strong feminist document 
The visit of the SIDA women nevertheless 
caused doubts in my mind They explained 
the visit by their need to “check" my three 
paintings which were to be used as the covets 
ot three books 

When the jury met, the white majority 
accepted kH’s >.hoicc The short story that 
she had suggested won I had to fight even 
to get included in the anthology one of the 
best temimstic short stones. ‘l,etter to my 
sislei s’ 

Much later, when questioned by protesting 
women in Nairobi, kH reveal^ that the 
whole thing had been set up in advance 
and directed by preconceived ideas and 
prejudices 

“fke felt that it (‘Letter to my sisters’) was 
a sad story about women committing 
suicide We felt that African women do not 
commit suicide They fight'" She also said 
"Some of them portray men very un 
favourably and We felt rather unhappy 
with that, we don t want to portray men, in 
a book that we publish, so negatively” 

I have been asked why 1 at all accepted 
to sit in the jury I did not suspect that SIDA 
representatives could lie to me Having 
demanded to have Afncan women in the 
jury, 1 could not reflise myself to panicipate 
And one more reason I had alieady been 
commissioned by SIDA to edit a second 
book “Set Irce'” besides the pnae winner’s 
anthology, a book to be a fonimst document 
as so many women had wntten out of their 
own lives as women But KH had been being 
to me When I checked later with the women 
whom I had suggested for the jury, they said 
that they had not even been contacted by 
SIDA' So 800 Afiican women were purposely 
cheated It had never been SlDA’s intention 
to fulfil the announced promise to have 
African women’s representatives in the jury 

Commission to F oit “Sfci Frfi’” 

The material was rich far bevond any 
expectation Together, the 800 shoi t stones 
formed a complex documentation of the 
oppression of African women At an early 
stage It was discussed at SIDA (hat this 
should be more than just a literary antho 
logy I took part in these discussions And 
1 was commissioned to make a separate col¬ 
lection It was agreed that my choice should 
reflect the richness and complexity, letting 
the one testimony about women's conditions 
confirm the other A clear feministic volume. 

KH was not familiar enough with (he 


material and did not interfere in the discus¬ 
sions But she seemed to have got the idea 
that most of the stones were written by 
'teenagers' Having got the commission, 1 
confirmed with her superior that I was going 
to have a free hand as the editor of the 
volume and full responsibility for making 
the choice A time schedule as well as the 
approximate lengths ol the two editions of 
the two volumes were decided upon at a 
meeting at SIDA with the editing house 
Alltnanna Forlaget Mv volume was going 
to be the more comprehensive of the two 

I was also commissioned to compose the 
covers and to illustrate the books and also 
to do the cover for a third book, a SIDA 
report for Nairobi 

In the course ol my woik 1 read some 210 
out of the 800 short stones and made a 
preliminary choice to be typed at SIDA 1 
wrote a preface and decided to call the book 
“Set Free'" The preface began with “ This 
IS A cry from the heart ul African women 
From those of us who have not yet given up" 
And I called mv preface “We must change 
the reality now'" It ended i 'h H political 
demands for equality for the African 
women 

Tune passed and I did nut get the typed 
stones back from SIDA I d^kcd and ques¬ 
tioned. but got no explanation Ik hen only 
a week was left to the deadline set by the 
editing house I was told that Birthc Horn 
was coming to my place with the material 
in a few days 1 got deeply suspicious and 
1 decided to act strictly formal and by letters 
only, in oroer to obtain the proofs As a 
black woman in a white society I had learned 
my lessons 

First of all I sent a messenger to bring me 
the typed stories 1 discovered that they had 
already started to edit and to s'lorten them 
at SlI^ They semed to have intended to do 
the editing themselves, using me as a cover 
Was a black woman’s sigratute all they 
wanted’ 

1 managed to deliver the manusciipt of 
“Set Free'” in time delayed onlv by a 
weekend It was composed ol 34 short stones 
and my preface I also delivered a text for 
the back cover and the illustrations Ihc 
front cover was already»the editing house 
In a letter to kann Himmelstrand 1 ex 
plained to hei the idea ot the book and how 
It was composed I also commented upon 
her lalse notion about the materials “In 
Africa, a girl is never allowed to be a child 
Is there then anything in tht materials that 
could be called ‘teenagers (writing)’’ 

After some days a short ii >tc an ived. ‘We 
haven’t had time Wc both have had too 
much to do this week We haven i looked at 
the material. Allmanna Forlaget is warned 
about our delay" A day later a letter from 
KH “Your proposed selection is unfortu¬ 
nately too extensive Even if we had had 
the money, it is rather monotonous to read 
stones which all the time repeat each othci" 



With these lines full of disregard for the 
African women the whole idea of the book 
was swept away Did SIDA want me to 
discuss a more compressed selection** Not 
at all’ Everything was already Tixed “We 
have chosen 12 out ot the 34 entries and 
these we have shortened somewhat” 

“We believe that it can become a small 
book, a kind of a pamphlet, a contribution 
to the debate and a joy to many people in 
Africa On the backcover we shall indicate 
your participation and illustrations, unless 
/ou notify us otherwise” 

Crash’ In one stroke she was cutting into 
pieces the literary contributions of my sisters 
as well as my production as an editor I 
answered immediately 
"You intended to use me as a marionette 
and a cover You have “chosen 12 con¬ 
tributions” and “shortened somewhat”’ You 
tell me this without even sending me a copy 
which could allow me to judge the book that 
you have put together and intend to publish 
under my name as being responsible for the 
choice, with my preface, m> illustrations and 
my cover*’ 

And I wrote to her 

‘(I) My name must not be mentioned 
anywhere (2) My preface not be used 
(3) My composition not be used (4) My illu 
strations not be used (5) My cover nc t be 
used (6) The title I have suggested, ‘ Set 
Free' ’ not be used (7) 1 he text I suggested 
for the backcover not be used 
Protesting her procedure, I also wrote ‘I 
am ot the opinion that SIDA should publish 
the book that is the result of my commission 
such as I have delivered it I consider the 
documentation given by my African sisters 
in n.y collection should reach the public" 

1 AMNti SIDA to Court 

This IS a crossroad where my report will 
have to go in different directions One what 
became of the “small book, a kind of a pam 
phic' ’ Another what became of my claim 
ot having my edition published** 

Ai a very early stage I was warned by KH’s 
right hand woman I should not take them 
to couit I could not be sure of getting free 
legal aid I could be mined 
When mv lawyer had sent my claims to 
SIDA thev were met by a string of lies 
SIDA had ictused to pav me according to 
the m ni tariffs tor literarv and artistic woik 
Accoiding to SIDA I was |ust in unskilled 
thinning worker Not even worth mininiiitn 
salaiv I was pant alter one scat s struggle 
SID\ had ilso disioiicd mv art 1 got 
damage loi ih u But I leave these aspects 
and main otheis oui 

I lu m I n thing in this conneciion was 
that tiles h id to admit theft and to pas 
daniace loi n Bv taking 10 out of ms 
chowM 14 stones keeping their internal 
order ind bv slightly changing my title ‘Set 
Free' imo Breiking Free , SIDA had 
stolen iiiy woi k and violated mv copyright 
So ihtir small book a joy to mam people 
was admittedly stolen goods However, I at 
least could fight tor my rights through legal 
procedures The bigger crime the cheating 


of the 800 Afrfcan women and the violation 
of the authors who had had their works 
shortened and distorted, could not be tdeen 
up legally SIDA consistently obstructed my 
attempts to contact with the authors so as 
to inform them of their rights and discuss 
what could be done 

MuiTii ATioN OF Literature 

Not until three months after I had sent 
the manuscript of “Set Free*”, did I get to 
hear about a book called “Breaking Free” 

1 wa< told about it by women ca’ling me in 
Sweden from Oslo They had just returned 
from Nairobi 

When I got hold of it, 1 found that the 
ten contnbutions were shortened, sometimes 
recomposed and even given new titles The 
book was subtitled "Excerpts from the 
Narratives of Young African Women” 
Lxcerpts’ From literary texts never published 
before’ Just think of having your first work 
published distorted into "excerpts”, so that 
nobody is able to judge it as a totality Your 
life story defiled And this had been 
done without the consent of the authors, 
without any contact with them in advance 
(So much I could find out through people 
knowing one ot the authors) 

1 had a copy of one of the originals It 
proved that the texts had been shortened and 
distorted in a special way, with a special aim 
Namely to give the impression of them being 
written by a young woman' 'Ib fit the subtitle 
of the book 

I know that one of the authors, the well 
known poet Baleka Kgositsile, is a mother 
of four' To an African, belonging to a 
culture where we honour age, it is a shameful 
offence to present somebody as a "young 
woman” and even falsify the text to look like 
It has been written by one The African 
woman has not, like the white woman, 
accepted being minor in the men’s world, the 
eternal little doll Here the classical prejudice 
against the black race, the black people seen 
as big children, also shows its deep roots 

The story that I was able to check, “Ibrn 
between Marriage and Education” had been 
shortened from 14 pages in the manuscript 
to 4 pages ui the book “Breaking Free" It 
had been rewritten and even misinterpreted 
And renamed “Bridewealth” It changes an 
educated woman into a primary school girl 
And It takes away from the language its 
character and its rhythm (see Table) In the 
SIDA version the white missionary school 
IS the solution of all problems, even of the 
problems of women’s oppression, as it is 
‘making the African men understand " 

The author and critic Per Wastberg, 
reviewing the anthology “Wispering Land" 
and the book “Breaking Free", chooses to 
start with this distorted piece “A girl from 
Kenya refuses to be sold to an old man as 
his third wife—of course you hove no choice; 
says the lather—and is saved by an unde and 
taken to a missionary school" Alas’ 

When I saw what had been done to my 
sisters in SIDA’s “Breaking Free", fbrious, 
I went to SIDA claiming to see ail the 
original texts and to be given the addresses 


and names I had draidy wnnen twice to 
SIDA urging them to give me access to the 
material in order to publish an tUmrwuve 
collection of short stories. By phone; SIDA 
had confirmed that all documents sent to 
It as a State institution were public, accor¬ 
ding to the principle of jHibiic access to 
official records But now when a black 
woman came there with two witnesses. 
Blithe Hcmi was uking shelter behind the 
Swedish Law Book She claimed that the 
short stories were Swedish State secrets! 

I asked to talk to th^r lawyer A young 
man confirmed about the Secrecy Law 
Curious! 1 told him that the ten stories of 
“Breaking Free?' were not anymore a secret, 
as they had been published with the names 
of the authors 

—Could I have their addresses** 

—No Secret Swedish State secrecy* 
—What would you advise me? 

—You can address yourself to the police in 
the respective African countries in order 
to find the women s addresses’ 
-What******'” Should I. for instance, ask the 
police in Uganda to seek the lady who 
wrote “I murdered my child”**’ 

Recently, after a tong fight with the 
Swedish Sute Court with the Swedish 
Foreign Ministry involved. I got my hands 
on all the 800 original texts And I now 
found that the short stones in the literary 
anthology "Whispering I and” had also 
been mutilated especially “Letter to my 
sisters" There has been no regard for the fact 
that they were chosen for their literary 
qualities 

The first lines of a short story are always 
important Just look at how the story “No 
easy way to motherhood” starts in the 
original manuscript and how it is presented 
in “Whispering Land’ In the original 
"Wind will sometimes blow from all dif 
ferent directions when you are in trouble, 
bringing with it nothing but irritating, hot 
air which slaps you In the face as if it is 
mocking you, especially in the hot season" 
From “Whispering Land" “Sometimes 
when you are in trouble the wind will blow 
from all directions, bringing with it nothing 
but irriuting, hot air which slaps you in the 
face as if to mock you. especially in the hot 
season" 

WHY’ 

The question why haunted me for a long 
time. Why did they stop, steal and mutilate'* 
I was puzzled the preface of Karin 
Himmelstrand in “Breaking Free” It says- 
“Btnhc Horn and I have selected ten Stories 
from which we have taken excerpts for 
publication in this volume. We had to search 
a long time to find the few stones wherein 
men are presented m a somewhat finourable 
light” (I) 

I first thou^t that It mey memly be mcnat 
as a cower for tlw stealing Howlongdoyou 
search among thirty-four given piecea? But 
then 1 got htrid of some tape lecofdingi of 
leveaiing dUenssions with KH m Nairobi 
And 1 ondentood that he atm was really 
to ingiMiatc with Uw 



Table 


_ The OrigiMl _ 

Titir. Ihm b etwe en marriege end edacation 
14 manuiciipt pages 
Put two 
Examine: 

"Who was a girl in our community? A girl was 
looked upon at an item on the market. A girl .was 
not supposed to tee the four waUs of a dassroom. 
Once a girl’s breasts sharp-pointed out and a 
small swing from her hip, cows, goats and money 
in form of dowry was counted. ‘She is fit for our 
stew’, men would say!’ 

Fart dure 

*’.. .While in the kitchen, I could hear grand¬ 
mother and the visitOTS talk in low tones. 

As 1 enjoyed a cup of tea in the kitchen with my 
sister, mother came and told me that the visitors 
wanted to talk to me. 

1 walked to the sitting room and sat down. 
Grandmother cleared her voice and then looked at 
me smiling. I knew she had good news. 

‘Namin’, these old women are actually your 
visitors. They have your message, so I will give them 
a chance to deliver the message. 

“My dear girl, you are lucky. You have been 
chosen”, the woman said. She stared at me 
and 1 looked down for a moment. Then I looked 
at my mother and lastly looked at grandmother. 
For sure 1 hadn’t understood what the woman 
meant. 

"Did you hear what 1 said?" the woman asked. 

“Well, to be brief, a man by the name Kidaranga, 
the son of Chiluka, has sent us to you to inform 
you that he has chosen you as a wife!" 


nut four 

(In the original, the uncle is upset, with 
hesitation:) “Uncle Jumba said the last words 
clenching his fist. ‘I am ttking you...’ He paused, 
gratified at the painful excitement he was 
producing. 

‘Yss, to a missionary girls’ boarding school. Your 
father will have to understand that education is 
better than those cows and goatsl.. 

(Before the story ends, she is taken to a boarding 
school by her uncle. After her studies she gets a 
scholarship to Europe where she stays three years 
and graduates as a nurse: Meanwhile her father 
first had denounced her. With the years he 
graduaOy changes his mind. Returning from 
Europe^ the daugher meets her father. And here 
the story ends. 

End of the Story: 

"I had disowned you. I had cursed you. I had 
denounced you. 1 didn’t know what I was doing. I 
was misled in the name of God. Please forgive 
mel" 

He spoke without tarcasml There was a dry 
sincerity in the stlhed phrases. Within no time 1 
found myself in the hands ot my father and he in 
mine. Bmybody remained rigid and shocked. 
They aever thought my fkdter and I would come 
together this way. 

The end.” 


SIOA-Version in “Breaking Flee" 

Title; Bridewealth 
4 pages 


(Part one and two. the first 4 pages 
of the manuscript, have been 
omitted) 


“.. In the kitchen I could hear 
grandmother and the visitors talking 
in low tones 


I walked to the sitting room and sat 
down Grandmother cleared her 
voice and looked at me, smiling. 1 
was sure she had some good news. 
‘Namta’, she began, ‘these ladies are 
actually your visiton. They have a 
message for youf She signalled to the 
women to go ahead. 

‘My dear girl, you are lucky to have 
been chosen’, one of the women said 
I looked from her to my mothei and 
grandmother. 


“Did you hear what I said?” the 
woman asked. 

‘Now bsten carefully. A man by the 
name of Kidaranga, the son of 
Chiluka. has sent us to you to in¬ 
form you that he has chosen you as 
a wifel 

(The last five pages ate omitted. The 
story ends where her unde takes her 
to the missionary school.) 

End of the story. 

"When we were walking Uncle 
Jumba said: ‘Namta, 1 want you to 
co-opemte. I would like to see you 
continue with the school. This neo¬ 
slavery ought to be slopped!' I 
nodded, numbly. ‘Where are we 
going?’ I asked automatically. 

*1 am taking you to a missionary 
girls’ boarding school. Ybur father 
must be made lo realize that 
education is better than those cows 
and goats! ” 


She there explicitly says that they “fdt 
rather unhappy” at SIDA about the maiqr 
short stories in my choice who were negative 
to men. She sutes that SIDA could not 
publish such stories. The reason why the 
Women’s Department of SIDA and its head 
acted as they did was simply mti-feministic 
censorship. Does that mean that the Swedish 
International Development Authority is 
against African women’s struggle against 
male oppression? Does it mean that SIDA 
is against Black women’s consciousness? We 
have to ask these questions. And they have 
not been answered yet. 

It is dangerous for a black woman to 
question the white world’s institutions. They 
will use the whip. They will do anything to 
stop you and to crush you. 

Fortunately I have with me a paper which 
revealed to me what was going on. It was 
not meant tor my eyes. It was sent to the 
Swedish Foreign Minister by KH. She bad 
been asked to explain herself to him, since 
he had got a report about the case In this 
paper she reveals a furious aggression 
towaids roe and m> solidaiu sisters and a 
fantastic theory of conspiracy which ts truly 
anti-feministic and if you want, racistic. 
Here’s the background 

Shortly after the recall “Set free!" I 
went to Tknzania to paint and to present an 
exhibition in my series “Woman in the 
World”. I was invited to exhibit at the 
National Museum at Dai es Salaam. The 
project was sponsered by SIDA (Cultural 
Department). On the way I stopped in 
Amsterdam. I made some inquiries and got 
to know that some people were interested in 
publishing an international edition of “Set 
Free!”. So 1 wrote to SIDA asking for the 
materials for an alternative publication In 
Dar es Salaam 1 was invited to participate 
in the workshop discussing about the Nairobi 
Conference, which was going to be held 
shortly. I took the opportunity to inform the 
women about how SIDA had handled the 
short story competition and about wanting 
to make an alternative edition in the true 
interest of the African women. 

As it sras not possible for me to attend 
the Conference, the Ihnraiuan journalist and 
film maker Flora M’bugu Schelling decided 
to put questions about this to KH in Nairobi. 
She was met with an arrogance and a 
colonial attitude which is still spoken about 
among women present. Despite all the 
humiliation. Flora and many sisters of 
different nationalities went on bravely and 
revealed the true nature of these SIDA 
bureaucrats. This started a solidarity move¬ 
ment which has gone on since and which has 
been totally decisive for mv power to fight 
SlUA. 

In her paper to the Minister KH had 
written that I have used the SIDA scholar¬ 
ship to go to Amsterdam m order to stir up 
feminist extremist groups against Sweden 
and SIDA. And that 1 have done the same 
thing in Oar es Salaam, organising extre¬ 
mists. And that Flora has done the same 
thing in Nairobi, having ottremist groups 
demonstrating against Swedish interests. 
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KH also revealed that she had acted 
. against us, making contact with a Ihnaanian 
' Minister as well as with the Swedish Immi* 
gration Minister (unfortunately for her I am 
a Swedish citizen). The Iknzanian Minister 
, is said to have apologised, and the Swedish 
ambassador in Kenya to have been very 
i pleased with KH’s achievements. A strong 
. country using its power against the weaker! 
Just think about it. A state representative of 
an aid-giving country blackmailing a Third 
World Minister in order to stop critical 
discussions. Branding the critics, especially 
. two Black women, as extFemist.s, thereby ex- 
. posing them to danger. That is an example 
of the White whip. 

Flora has noticed the effects of it in the 
attitudes towards her. Some of us have ex¬ 
perienced attempts at blackmailing and even 
serious threats. Everybody who knows the 
aggressive attitudes of the White world and 
that of the African male world against us 
women understands that it could have 
turned into something very nasty, if I had 
not got to know about it. And still can. 

I therefore acted directly on the Swedish 
i Foreign Ministry. I received fantastic support 
from women activists in Norway and 
Holland. No less than 33 Dutch organisa- 
^ tions signed a protest letter to the Swedish 
Foreign Ministry! 

It took some months before the ministry 
' acted upon SIDA. SIDA has now written a 
letter to “clear” me and Flora from all 
suspicions. 

^ “SIDA has not perceived what has taken 
place as anything other than an open critical 
« debate ... SIDA (does not) accuse you. 

' Everlyn Nicodemus, or anybody else who 
holds the same opinions, i c; Flom Schelling, 
of extremism in any way. It is the firm 
opinion of SIDA that it has been fully 
legitimate to take up a debate ..And so 
. on. Signed by the head of SIDA's legal 
" department. 

In itself it is a revealing letter from a State 
Authority. But nevertheless, we still do not 
know what exactly was said to the Ministers 
. and why the Tknzanian Minister had to 
/. apologise. I demanded to have KH interro¬ 
gated about it in the presence of my lawyer, 
but SIDA refused. I have written to the 
, Ihnzanian Minister, even sent a copy of the 
clearing letter from SIDA, and I hope that 
• this daughter of AfHca will respond. 

The idea of disarming the principle of 
. public access was not just a fancy idea of 
Birthe Horn. It was a strategy for stopping 
me both trom having insight into theii 
crimes and from getting the material for an 
alternative publication. This strategy was 
fetevealed on an early stage. For example, KH 
I" ^nied completely having had contacts with 
f^lhc before writing the add. I should be 
^‘looked upon as an ')utsider, not as somebody 
l^lnvolved in the promise to the African 
l^^nien about the jury. Only, there were 
r Danish feminists willing to give evidence and 
|; to stand before the Swedish Court of Law. 


When they took to the Secrecy Law, they ^ 
thought the>' would scare me away. The First 
official paper announcing the decision to use 
the Secrecy l.aw against us was signed by no 
one than the second highest head of SIDA. 
(As 1 am writing this report. I read that he 
will be removed against bis will and sent to 
work in Ethiopia as an adviser.) 

The Secrecy Law chapter 2 reads: 

Secrec)' applies in the Government and in the 
Foreign R^resentation to information con¬ 
cerning Sweden's relations to another State 
or otherwise concerns another State, Inter¬ 
national Organisation, Authority, citizen or 
juridical person in another State or stateless, 
if it is not obvious that the information can 
be revealed without disturbing the inter¬ 
national relations of Sweden or without 
damaging the country in some way if the 
information is revealed. Applying to official 
records the secrecy is valid not more than 
40 years. 

My poor African sisters! The narratives 
of your lives are so dangerous to the Swedish 
State that one should not be allowed to read 
them until the year 2025! 

When the case at last was taken up in the 
State Court, it was immediately returned for 
reconsideration. 1 do not know why. Shortly 
after, SIDA declared that they were willing 
to give me all the material without any 
conditions. So now I have gone through all 
the fKX> short stories and composed a volume 
“Set Free!” anew, after having discovered 
that some of the good short stories had been 
hidden to me. 

Swedish Silence 

Nothing about this case has been taken 
up in the Swedish mass media, except some 
minutes from Nairobi in the feminist pro¬ 
gramme Radio Ellen, which were never 
followed up. No women’s groups or orga¬ 
nisations have taken interest in It or put up 
any solidarity despite some desperate 
attempts from my side. It is not because the 
case is not known. The same women at the 
Swedish Radio who supported me in 1983 
by inviting me to exiubit my paintings 
celebrating the International AKfomen’s Day 
refused to have me in a meeting following 
the Nairobi Conference. They got negative 
informations about me from SIDA. I was 
told, and they haven't cared about getting 
my side of the truth, the truth about the 800 
African writers. 

My first attempt to take up the case in the 
press was an article that I wrote in the debate 
page of Dagens Nyheter. The editor in 
charge. Berit Hitod, was a journalist familiar 
to African women’s problems. She has 
herself written a book about female circum¬ 
cision and about her life together with a 
nomad woman in Sudan. She reftised to take 
it. She argued that I wu too critical of Karin 
Himmelstrand. She asked me to minimise 
the critic and concentrate on writing about 
the interesting content of the stories. Of 
course 1 did not accept to advertise the 
criminal book. 


Later on 1 found that she knew KH who 
had been co-editor with her of a book 
published by SIDA where the tame type of 
racistic disc^inations were committ^ She 
had edited, rewrittoi and shortened a series 
of reports about children’s conditions in 
Africa made by some black and some white 
women. The white ones were given oppor¬ 
tunity to check her editing, the preface 
reveals. The black ones were not. 

After Nairobi. Berit Hird wrote a review 
in Dagens Nyheter about the SIDA report 
“The Periph^c Center" (the same to which 
I was supposed to have made a cover). 
Writing mostly about the Nairobi con¬ 
ference; she didn’t mention a word about the 
commotion regarding the short story books 
and the protests against SIDA. reported in 
Radio Ellen, but she stressed that “The 
Women’s Conference ended, against all 
odds, in unity!’ 

In her report to the Foreign Minister KH 
states triumphant that the case was looked 
upon as a “non issue” by the news pro¬ 
gramme “Dagens Eko” (Swedish ra^o). 
This opinion seems to be shared by all. The 
African women writers are a “non issue” to 
the Swedish media. 

When it comes to the Swedish authors, the 
role of the author and critic Per Wastberg 
is of special interest. He is the most induen- 
cial in questions about Africa and African 
literature. He is the self-appointed African 
chief and has more or less a monopoly in 
Sweden. 

Some days after Radio Ellen had asked 
KH about the silence in the press and why 
the books had not yet been reviewed in 
Swedish p^rers. Per V^tbeig’s review id»ut 
“Whispering Land” and “Breaking Free” 
appeal in Dagens J^yheter (whose chief 
e^tor he once was). 

It seems to have had two aims, lb cover 
what SIDA was doing and the other, 
obviously to belittle the African women 
authors. Passing over the contributions of 
the literary anthology he gives most of the 
space to the stories in “Breaking Free!’. 
Nowhere does he mention that these are 
mutilated. 

Here the deep rooted prejudices of whites 
against blacks and women made a Swedish 
Thomas Jefferson of Wastberg. Jefferson 
recognised the conditions of slaves as 
“miserable^’. But he was a slaveowner. 
Writing about the intellectual curability of 
the blacks, he stamd “never yet could 1 And 
that a black bad uttered a thought above the 
level of plain narration”. 

Phyllis Wteatuy, the “negro poeteu” 
bou^t at the age of ten as a slave fiom 
Africa and who teamed to read and write 
having only the bibli; who became aati- 
daver^ most prized exhibit, was dismissed 
by Jefferson with the words that she was 
“not a poet. The compositions published 
under hm name are below the lEgnity of 
criticism^ 

Wutberg writes his review with the saap. 



W&ttda He comUct tt btaeatb Ui digaitjr 
to levhw the prize-wiiiitiat itoriei or to 
dlMuit the litetery i|«ititia of eny of the 
ihort ttoriei. 

He Mertt by itetiiig that good women 
enUion »e few in Africn. Thcee itoilci of 
the coOecthMU mike him tUnk of the 
memmiei of Swediih irtiuuu about their 
cmfks oiAectad ethnocnphy. His review 
eadK*ItlsqpiiieaitlenbutMwitheleisoon- 
vindng. A leUebie picture from the AMcaa 
women’s lUe One sighs and becomes in- 
omsed, this is how it ^ but it shouMbat bc^ 
these women know it. and that’s why it 
slowly win become bettetT’ 

His reference to ethnognyrhical docu¬ 
ments disturb mn I have sevctid times been 
toU by SIDA that they intend to ^ve the 
short stories as material to interested 
Swedish rcsearcbers. 

But this would be the final insult, ibu 
cannot Invite African women to pmticipate 
as authors in a literary cwnpetition and then 
let them end up as social science objects! 

A Criminal Book Creeping 
INTO Bibliographies^ 

A reconciliation between SIDA and me 
took place on March 7,1986. The legal part 
of the conflict was settled Observel For 
Everlyn only, not for the ten authinrs in 
“Breaking Free”. 

SIDA had at an early stage prevented me, 
using the Law of Secrecy, to get into conuct 
with the authors in or^ to inform them 
about their rights and to get their permis¬ 
sion to defend their interests in the Court 
of Law. Now “Breaking Free” was at least 
admitted to be a crime. So 1 assumed that 
SIDA by itself would clean up matters. But 
it was a pipe dream. 

The oidy follow-up from SIDA’s side has 
been the letter from its lawyer asking iim to 
shut up. Its lawyer warns me in a letter 
recently that SIDA “is considering what 
measures to be taken”, tdling me that my 
“accusations against SIDA of diffment 
negative behaviours ... must end”. When 
you have pqred off the nigger, the nigger 
shall keep quite! The letter has a 
background. 

“MalibongwcT, the strong and wonderful 
collection of ANC women's poetry—poetry 
is also a weaponl— at bean translated 
and pubiiahed In Swedish. The editor it 
Margareu EkstrOm, the wife of Wutberg. 
The puUlshing house is Fdrfattarfdriaget, 
The Swedish Authors Publishing House, 
owned by around 270 Swedish authors. 

Among the notes about the poets in 
“Malibongwc”, the editor has Inserted as the 
only literary teferenoe the title of “Breaking 
FTe^. Vmi find about BaMca Kgosiuile this 
information; she is married to the well 
known South-AfHcan poet Willy KgositsUr, 
she it a mother of four; the hat had her 
short story “la the Night” published in 
“SIDA’s anthedogy *niiMking Fre^. ” Not a 
word about the feet that it is a collection pf 
mutfiaied pieces, ocerpts. Not a word about 
her being presented as a “Young African 
WcHnan’’ 


Been moK civious is to sae how the poet 
Rifeeeca Matlou it p r ts e med in Uie same 
notea. The feet that she was one of the 
winners of the compethioo it passed ova 
The naiiie of the Ihecaiy aatbedogy “Whia- 
pering Land" is omitted. The nou talks 
about “SIDA’s anthology of ahott stories of 
Afekan women”, making the reader believe 
that her short story "One new kiMws” 
aiveats in the same book. "Breaking Ftee” 
and that “Breaking Fic^ is the SlDA’s 
anthology. 

In thia idtiful way, a criminal book is 
sneaking into the future blbliogra|diics of 
Afncan Wnmen's literature 1 have written 
a letter to Forfattarforlaget and given them 
the fedl background. They have answered 
that thqr disclaim SIDA’s practioe but that 
thqr cannot take action at this stage Their 
chairman suggested that I take up the issue 
with the Swedish Authors Union, dedaring 
Forfattarforlaget ready to sign a petition. 

More than a month has pasted since I 
wrote to the chairman of the Swedish 
Authors Union. No answa A week ago I 
wrote i^ain, telling them that I will have to 
look upon their silence in the same way as 
upon the silence of the Swedish Journalists 
and cultural workers. 

Then I got an answa A kind of an 
answer, answering nothing. The kind of 
nonsense you throw to a nigga. African 
women authors are a non-issue to the 
Swedish Authors Union. AMcant are a 
non-issue. 

Recently, a Conference about African 
literature took place in Stockbtdm. I got to 
know about it ^ chance the day before the 
opening. 

"The purpose of the conference^', the 
papers s^ Is to discuss and assess devdcqi- 
ments m African literature since the first 
Scandinavian Conference in 1967, organised 


by the Swedish writer ArWlistbeig ... This 
comparison is fedlitafed by the ... con- 
feiem papera”, "The Writa in Modem 
Africar', edited Per Wlstberg . • ■ The con¬ 
ference will be perrided over by Per Wkstbetg 
... The conference has been made possible 
through the generous support of the Swedish 
Intanational Development Authority 
(SIDA)!’ 

I wrote a letter immediately to the Swedish 
Cultural Minista, who was going to open 
the conferem^ and uiotha letta to the 18 
African authors participating, telling them 
about the fete of the 800 African women 
writers. 

At the opening day 1 went there with my 
ll-year dd daughter to demonstrate silently. 
My placard just said: “800 Afncan women 
writers violated. Is author's rights only for 
the whites?” My daughter had written a 
leaflet that she distnbuted “1 can tell you 
about my motha! She tights for women. I 
am a woman! She is mad about “Breaking 
Free”! if you cripple what I have wntten 1 
will cryl If you say it’s by a 6 years old ipri 
I’ll bite you. We arc angry” 

This leaflet is going to be used by SIDA 
to prosecute me^ according to the letter from 
its lawyer mentioned above The leaflet was 
distributed to the participants in the open¬ 
ing of the conference. Among them was the 
head of SIDA as well as KH. In a following 
letta SIDA’s lawyer mdicates that SIDA will 
pahaps prefer to use as evidence my private 
letta to my black colleagues Well, the only 
thing they have not mentioned yet is what 
my daughta had written on ha Spanish hat- 
“Welcome to Uncle Pa's cabin!” The crime 
heading is still uiumnounced. 1 am waiting 
with great expecutions. It might add a new 
chapter to the diary that I have been wnimg 
in the backwaters of this affair 
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PERSPECTIVES 


Civil Rights Movement and Social 


Struggle 

As%vini 

THE Civil Rights Movement, in its present 
shape, owes its origin to the political milieu 
of the National Emergency imposed by 
Indira Gandhi for about nineteen months 
between 1975 and 1977. Even by the contem¬ 
porary moral sundards of India’s demo¬ 
cratic norms,' the politics of the Emergency 
era stands out as particularly amoral and, 
in terms of its long-term effects—some 
irreversible—constitutes in many wayi a 
watershed in post-colonial India’s develop¬ 
mental politics. 

There is an element of historical con¬ 
tinuity in some of the events leading to the 
Emergency. For example, the increasing 
weaknesses in the professional efficiency of 
the state apparatus and many of the demo¬ 
cratic institutions (viz, the bureaucracy, 
political parties, judiciary and the media), 
their social bias and political partisanship, 
and, consequently, their weakening credi¬ 
bility in popular perceptions; increase in the 
revivalist assertion of ascriptivc identities; 
increase in the general level of social and 
political violence and regional tensions; the 
rising nexus between crime and politics 
(which a leading Indian political scientist 
describes as “criminalisation of politics”); 
a certain level of populist middle class 
radicalism and working class militancy 
alongwith its obsessive economism; increas¬ 
ing proliferation of, and the recurrent resort 
to, the coercive instruments of state power 
to contain social and political violence 
leading to considerable “brutalisation” of 
the post-colonial state machinery.^ These 
trends were increasingly manifesting them¬ 
selves within India's democratic system 
raising many fundamenul questions per¬ 
taining to the structural relevance of some 
of the western democratic institutions to 
post-colonial India’s goals of nation- 
buUding, economic development and social 
transformation. The emergency only helped 
in sharply manifesting some of these trends 
‘ already visible in Indian democracy. 

But there was also a significant com¬ 
ponent that was contrived and politically 
manipulated in the events immediately 
leading to the Emergency. For example, the 
Emergency was not caused by any sudden 
systemic crisis, either economic or political, 
neither by external aggression nor natural 
calamities. The immediate provocation for 
this decision of far-reaching significance to 
the people was the judicial pronouncement 
declaring Indira Gandhi's election to Parlia¬ 
ment as null and void for proven electoral 
malpractices; But its immediate effect was 
the suspension of the constitutionally 
enshrined democratic rights of the citizens; 
imprisonment, under “Preventive Deten¬ 
tion”, of almost all of Indira Gandhi’s 
political opponents and intellectual critics; 
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operational moratorium on the autonomy 
of the country’s democratic institutions that 
had been painstakingly nursed by the first 
generation of the national leadership. 

The Emergency heralded a seizure of 
personal power of the state machinery by 
Indira Gandhi on behalf of her younger son, 
Sanjay Gandhi, who suddenly emerged as 
the most powerful ‘extra-constitutional 
authority’ operating the Indian state- 
apparatus. The ease with which a deter¬ 
mined single individual, however charis¬ 
matic, could impose and withdraw the 
Emergency at her own behest, and hold the 
democratic institutions of the country to 
ransom in the intervening period, at once 
exposed the fragility of these institutions and 
the narrow social base of democratic con¬ 
sciousness within the country, including 
among its political and intellectual elite, even 
after three decades of operation of political 
democracy. 

iNCiPitNr Trends accentuated 

But, in terms of its long-term impact, this 
period sharply accentuated many of the 
incipient trends within the political system. 
The sharp break with the middleclass 
political consensus of the earlier phase— 
which was anyhow under strain in the 
populist politics of the immediately pre¬ 
ceding years—almost totally fragmented the 
political spectrum, including the Congress 
party, which was the only one with its 
organisational structure spread nationally. 
Long after the Emergency, even till this date, 
the Indian political system has not been able 
to recover from this contrived dent to the 
party structure. Consequently, its pre¬ 
dominantly middleclass electoral politics has 
tended to polarise around individual per¬ 
sonalities to the immediate advantage of 
Indira Gandhi, and her family. But, in the 
long run. this trend poses new sources of 
threat to the democratic structure as well as 
the plural society's political integrity. This 
is brcause with no other leader matching the 
charisma of Indira Gandhi at the national 
level, political challenges to her authority, 
since the Emergency, have largely tended to 
manifest themselves through the regional 
leaders drawing political support from one 
or the other of India’s myriad ascriptive 
social identities like religion, language, caste; 
ethmeity, etc. This has ted to the emergence 
of authoritarian personalities at the various 
tiers of the federal structure;’ also; a 
political reassertion of revivalist identities 
and, consequently, further intensification of 
the social and regional tensions in India’s 
diverse plurality, as so sharply manifested 
in recent times in Kashmir, Assam, Punjab 
and now in Gujarat, and, in different ways, 
in Andhra. Ibmil Nadu and Karnataka. 
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Demands for regional autonomy, against the 
-structural compulsions of a centralised 
developmental process, has assumed a new 
political significance in this context. 

Secondly, the orchestrated political dent 
on the autonomy of democratic institutions 
by the populist demand of ‘commitment’ of 
the buroiucracy, judiciary, media and the 
intellectuals (ostensibly, to the “20-point 
programme” of “Removal of Poverty”— 
launched by Indira Gandhi during the 
Emergency) has exposed and further weak¬ 
ened their professional efficiency and con¬ 
sequently, their credibility and legitimacy as 
instruments of conflict-resolution in a 
period of increasing social tensions, as so 
sharply manifested in the Delhi riots and 
subsequently in Gujarat. Consequently, 
there has been a phenomenal increase in the 
general level ol enme^ as well as social and 
political violence in the country since the 
Emergency, and an increasing nexus between 
crime, politics and black-money, which have 
been described by an academic as ‘muscle- 
power’, ‘franchise power' and ‘money power' 
respectively. This nexus poses new strains on 
the democratic institutions.’ 

In many ways, the Emergency telescoped 
within a relatively brief' interlude an entire 
phase of evolution of post-colonial India’s 
developmental politics, by sharply exposing 
Its inadequacies and also by suddenly accen¬ 
tuating Its range and level of complexities 
Yet Its proven unproductivity, whether in 
terms of any significant increase in the rate 
of economic growth or productivity, or in 
the sense of any distributive justice—despite 
official claims—has further discredited the 
Emeigency model in popular perceptions. 
While making the political system unpredic¬ 
table even for a section of its middle class 
intelligentsia, the absence of even such 
countervailing political instruments as pro¬ 
vided by its weak democratic institutions 
during the Emergency increased the general 
level of administrative corruption** and 
social oppression, both inequitably affecting 
the traditionally deprived and the poor. 

In other words, whether in terms of its 
short-term or long-term consequences, the 
Emergency proved to be an unmit^ated 
disaster in post-colonial India’s developmen¬ 
tal politics; and, helped—at great cost to the 
people—in proving to a section of its restive 
new rich and middle class intelligentsia that 
the authoritarian option provided no viable 
alternative to the very real operational 
complexities of the democratic process 
for the integrity of India’s diverse social 
plurality, for purposes of economic develop¬ 
ment with or without the component of 
distributive justice. Since the revolutionary 
alternative, attempted by a section of itHU^ 
rectionist Marxist rebels—the Naxalities— 
had also proved to be abortive at about the 
same time, the Emeigency experiment hdped 
in sharply underscoring the permissible 
structural contours of post-coloniti India’s 
developmental politics in tiie foreseeable 
fifture, strktiy wkhin the potential para¬ 
meters of theliberal-donocratie f)anww»rlt. 



VK, the Etnettency, by it! munttticihodc 
to a sectkm of. its urbui ndddle claei 
inteUegeatsU also underscored the built-in 
authoritarian inocttvities within the political 
system, and the pitblls endemic in any 
assumption of the durability of the demo¬ 
cratic inocess, as heretofore. This shaped the 
inteilectual and political hnilieu that led to 
the origin of the dvil and democratic rights 
movement in iu present shape Earlier, dur¬ 
ing the libeimion struggle Nehru had laun¬ 
ch^ the Civil Liberties Union udth the 
limited objective of providing legal aiA to the 
nationalists accused of s^tion against 
British coloniai rule With the Congress 
ftrty in power after national liberation, the 
civil and democratic rights were reduced 
exclusively to their legal-constitutional 
signiricance and lost their political moorings 
within the post-colonial democratic struc¬ 
ture It requiied the shock of the Emergency 
to underscore the true significance of such 
a movement, with a more comprehensive 
ideological perspective in India’s post- 
colonial democracy.* 

In fact, despite its fortuituous origin in 
the “shell-shocked” intellectual and political 
milieu of the Emeigency era, the movement, 
as we would argue, even in its present nar¬ 
row social base—within a miniscule section 
of the urban middle class intelligentsia— 
seems poised to bridge a historical gap in 
India’s democratic structure. This gap 
enabled the Emergency to easy to impose 
and operate by a single leader’s whim and 
fancy, and also made it possible for a 
politically non-descript '‘«tra-constitutional 
authority” to run the state-apparatus for a 
period of nineteen months. But the weakness 
of the inftuit movement is reflected by the 
fact that, despite their proven misdeeds (as 
evident in the proceedings of the Shah Com¬ 
mission inquiring into the “Emergency 
Excesses”)* the principal architects of the 
Emergency, after only a three-year period of 
wilderness (when the Janata I^y coalition 
was voted to power in 1977), bounced back 
with their political legitimacy backed by a 
massive popular mandate in 1980. In fiact, 
the collapse of this first experiment at coali¬ 
tion government at the Centre possibly 
indicates some structural proclivities within 
contemporary Indian democracy for a strong 
central auth^ty, with authoritarian poten¬ 
tials, to run the state machirieiy distoited by 
the Emergency. This also underscores the 
historical role of the civil and Democratic 
Ri^ts movement in the post-Emetgency 
period, also after the recent massive man¬ 
date of Rajiv Candhi on the slogan of “unity 
and integrity”, a slogan, that still has some 
middle class legitimacy in the political 
culture of post-cohmial nationalism, but is 
open to serious abuse by any populist leader¬ 
ship, as Indira Gandhi so oftra proved by 
recuftently conjuring up the spectre of 
“foreign hands” to discredit dmocratic 
movements led by her political opponents. 

Apart from providing a political counter- 
wei^ against the endemic possibility of 
executive excesses add authoritarian 
abuses—thgt tbaSmergency so dramatically 
highlighted—the dvil and democratic rhfhts 
movement hat an equally critical role in ino- 


viding a popular support-base to the task of 
sodal transformation of India’s oppressive 
traditional social himrehy, which, nearly 
four decades of political dnnocracy, 
itself, has failed to change; 

In fact, political democracy, super¬ 
imposed on India’s traditional sodety— 
distorted in many ways during the colonial 
period—has had the eftect of politicalising 
the upper echelons of the traditional social 
hierarchy rather than democratising the 
social structure In spite of the constitu¬ 
tionally-enshrined provision of positive 
discriidnation in fovour of the traditionally 
deprived social groups, fw historical reasons 
of a head start in modernisation, the upper 
castes hove managed to dominate the state 
apparatus and the deir ocratic institutions 
with only a token elites co-opted from the 
lower castes (consisting of the tmtouchables’ 
and the tribal population, wha alongwitb 
the other low castes constitute nearly fifty 
per cent of the total population) for pur¬ 
poses of constitution^ propriety. 

In the rural areas, where 80 per cent of 
the population livfs, the institutions of 
democratic decentralisation have been cap¬ 
tured by the traditionally dominant social 
groups in many ingenious ways; by reviving 
the caste-loyalties of the traditional hierarchy 
and intimidating its dissenters; bribing the 
local bureaucracy, and the police; as alio tak¬ 
ing advantage of their social bias in a 
revivalist milieu. Thereby, the traditionally 
dominant social groups have also managed 
to comer the bulk of the funds for rural 
development. So the process of “modernisa¬ 
tion” and “development” has meant an 
increasing accretion of political and 
economic power by the dominant groups 
within the traditional social hierarchy, rein¬ 
forced by new source of power through 
access to modern technology, and the 
increasing oppression of the traditionally- 
deprived.'** This revivalist nexus between 
the new breed of rural politieians (from the 
moup of earlier landlords now turned new- 
rich farmers) and the corrupt bureaucracy— 
both overwhelmingly drawn ftom the upper 
echelons of the traditional social 
hierarchy—have weaved iu way through the 
various pyramidal tiers of Indian democracy 
all the wsv up to the Central-State apparatus, 
undermining Its professimial efficiency as 
well as its political will to social transfor¬ 
mation weighted in 'favour of the tradi¬ 
tionally deruived. simultaneously, incieas- 
iiV the general level of social and political 
violence. 

The traditionally oppressed, particularly 
in the rural areas, are today the inequitable 
victims of the manifest professional ineffi¬ 
ciency of the state apparatus as well as the 
sodal bias built within the democratic 
institutions. They are aUo the inequitable 
victims of iu petty corruption tuid brutalised 
excesses, both in the urban areas" as well 
as in the rural areas. 

The overwhelming majority of the op¬ 
pressed groups, drawn from the lowest 
wrungs of the traditional social hierarchy 
contmue to suffer on many counu. They are 
often unaware of their constitutionally- 
enshrined democratic rights. They also find 


the process of legal redress against violation 
of their democratic rights or executive 
excesses, within a predominantly colonial 
legal system, either too expensive or too 
risky (often involving punitive terronsation 
by hir^ muscle-men in league with corrupt 
policemen). They find the fragmented party- 
system, and the middle class-led electoral 
process too weak to provide political defence 
against the sodal bias of the u|Hrer-caste- 
dominated dnnocratic institutions; they anf 
too poor to have any access to the informal 
channels of redress through corruption: In 
India’s operative version of universal adult 
franchise, the most oppressed section of the 
sodety constitute the most dependable “vote 
banks” for authoritarian personalities as 
thdr only available collective insurance 
against the existential reality of the multi¬ 
ple tiers of social oppression.'^ Many of 
them today, paradoxically, constitute a 
signiftcant bulwark against social change, 
when they find the predictable pattern of 
their oppression less insecure than the 
insubility of sodal change. This has also 
acted as a damper to the polincal will against 
theii social transformation in post-colonial 
India’s middle class-dominated political 
system. 

Within the oppressed sections of India’s 
traditional society, the degree of thdr 
actual repression is determined by various 
subjective or exogenous factors. For exam¬ 
ple, in specific situations, their sodal in- 
dispensability (to perform such menial and 
“polluting” jobs like scavenging of organic 
wastes or cremating corpses) or, in ram 
cases, their political organisation often 
provide them some relief from the worst 
forms of indignities and physical oppression. 
In other cases, conflicts within the higher 
social groups, based on religiouSj linguistic 
or caste loyalties, provide some immediate 
respite in the sufferings of traditionally 
oppressed. But, in an enduring sense, on a 
national scale, the most oppressed section 
of the society still consists of the ‘untouch¬ 
ables’ within the traditional Hindu social 
hierarchy, and the tribal population, more 
so, in the rural areas with a relatively low 
level of democratic consciousness. Among 
these groups in the rural areas, sodal oppres¬ 
sion supplemented by the repressive poten¬ 
tials of the modern state apparatus varies, 
and is inequitably harsher against the dd, 
infirm, indigent, women and children. 

Concerns of democratic Rights 
Mcwement 

This bottomless ocean of economic, soaal 
and political oppression and human indigm- 
ties in contemporary India constitutes the 
concern of the civil and democratic rights 
movement. While its tasks are so dauntingly 
comprehensive, its problems are manifold, 
some that are the structural hazards of any 
such movement and, others, more specific to 
contemporary India " Against the hostility 
from powerful vested interests, it has little 
“loaves and fishes” of office that it could 
offer to its cadres or protect them against 
intimidation in India, by a brutalised, un¬ 
predictable, and corrupt bureaucracy. I^ra- 
doxically, the movement has also often to 
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reckon with the apathy, ignorance, inertia— 
occasionally even hostility—of the actual 
victims of oppression. In such a situation, 
its le^timacy depends upon scrupulous non- 
partisanship, which makes such a movement 
politically defenceless. Consequently, its 
source of legitimacy is more moral than 
political, particularly in crisis situations. It 
' faces the greatest hazard in times of elemen- 
! tal communal passions which are so often 
let loose in the recurrent communal 
violences 

Despite the hazards, and the enormity of 
the tasks, the infant movement has already 
established some legitimacy, which, possibly, 
underscores its relevance as fulfilling a 
historically felt need in India’s post-colonial 
democracy But, as of now, its social base 
is too narrow, too thinly spread, and some¬ 
what divided on the question of priorities. 
This division emanates from the two main 
ideological trends-united by their common 
experience of the Emergency—from which, 
the movement originally drew its support: 
a section of the liberal critics of the 
Emergency, and some of them victims of its 
‘Vntcesses” who are still opposed to the 
Gandhi family for various reasons; the other 
group consisted of Marxist rebels, earlier 
disillusioned by the "electoral preoccupa¬ 
tions” of the orthodox communist parties 
and, subsequently, by their own infructuous 
"revolution”, who subsequently developeo a 
healthier respect for the “bourgeois-demo¬ 
cratic” institutions, both to provide them 
personal security and also as legitimate 
instruments in the struggle against social 
oppression and state coercion. Subsequently. 

‘ the movement has attracted others who were 
either shocked by the “Emergency excesses” 
or were becoming sceptical of the social 
commitment of the existing political parties 
and the social potentials of the electoral pro¬ 
cess More significantly, the movement has 
' attracted the support of a small section from 
within the democratic institutions (the 
bureaucracy, judiciary, media and scientific 
establishments). 

The lack of numerical strength of the 
movement is somewhat compensated by the 
quality of its activist cadre and their dedica¬ 
tion and commitment, against heavy odds, 
which, in many cases, provides the necessary 
challenge to their idealism. In a sense, the 
division within the movement on the ques¬ 
tion of priorities has enabled a better op- 
, timisation of the benefits of the thinly- 
spread movement by an implicit division of 
labour based on ideological proclivities and 
availability of talent in each of the organi- 
. sauons—between sixty to seventy—spread in 
the various parts of the country, and, in 
many instance, leaving scope for coordinated 
Joint action when desirable and possible. 

Thus, the more youthful, and activist- 
t dominated, organisation like the Peoples 
' Union for Democrauc Rights (PUDR, Delhi), 
Committee for the Protection of Democratic 
■ Rights (Bombay). Andhra Pradesh Civil 
Liberties Committee (Hyderabad) or 
Association for the Protection of 
^Elemocratic Rights (Punjab), consciously 
give priorities to defend the democratic 
rights of such social groups who are either 


not conscious of their rights or incapaMe of 
defending them against violation. Broadly, 
such social groups, connits of the tribm 
population and the “untouchables”, par¬ 
ticularly in the rural areas unorganised 
labour in the urban areas and those 
employed by forest and mining contractors, 
and in specific cases, women, children or 
ethnic minorities in specific pockets of 
India’s variegated social plurality. On the 
other hand, organisations like the Peoples’ 
Union for. Civil Liberties (PUCL), with 
many well known stalwarts drawn from 
various spheres of life associate with their 
all-India network of organisations concen¬ 
trate largely on issues pertaining to institu¬ 
tional reforms. Fortunately, there have been 
very few instances of conflicts between the 
various groups, and many instances of co¬ 
operative endeavour, the most recent being 
the report on the anti-Sikh riots in Delhi 
brought out by the joint investigating team 
of PUDR and PUCL 

Till now, the modus operandi of the move¬ 
ment has been to use the existing democratic 
institutions—like the media, parliament and 
academic institutions—to highiight extreme 
cases of oppression either by dominant 
social groups or the coercive machinery of 
the state and also, use the same tora to build 
public opinion against potentially repressive 
laws and instruments as well as executive 
excesses.'^ Already a substantial volume of 
literature have been compiled by these Civil 
and Democratic Rights organisations— 
consisting of situation reports by indepen¬ 
dent experts, helped by activists—indicating 
the myriad sources of social, political and 
economic oppression in contemporary 
India. 

Recently, a new opportunity has been 
opened for the democratic movement by the 
“Public Interest Litigation”, a right now 
granted by the Supreme Court in its judg¬ 
ment in the PUDR’s petition on the Asia 
Labour Case.'* it is now possible for any 
public-spirited individual, or organisation, 
to seek redress against the violation of 
Fundamental Rights of any individual. In 
the same case; the Court also ruled that the 
enforcement of the Statutmy Minimum lUiges 
Act even by the private labour contractors 
are the duty of the government, and a right 
that is justiceabie. the basis of the Public 
Interest Litigation, the PUDR has filed 
many cases seeking judicial reefress against 
violation of Democratic Rights and achieved 
some success. For example, recently, bonded 
labour in quarries in the outskirts of 
Delhi have been ordered to be freed and 
’rehabilitated’; the array has been ordered to 
vacate the schools and churches th^ 
occupied in their fight against ‘terrorism* in 
the “disturbed areas” of Nagaland; prosecu¬ 
tion have been ordered against specific 
officials from the police and paramilitary 
organisations accused of physical torture or 
death. ' 

Some of these achievements have opened 
new possibilities for mitigating a part of the 
multiple sources of the sufferings of the 
oppressed. Already, the demands on the 
oiganisatitHial and financial resources of the 
existing groups-4)oth d^miding entirely on 


voluntary eontnbutioii of itt acdvisti—in 
far in excess of their capabUifies. Its modest 
success till now has been in fceqiing the 
democratic movement alive within a s^on 
.of urtran, middle class, intelligentsia who are 
otherwise disillusioned by the democratic 
process and see no revolutionary optibn in 
the foreseeable future. It has also con¬ 
tributed to the,widening of the social base 
of democratic conkiousness in the country 
Iv optimising the beneBts of democracy to 
a section of the socially ofquessed, and pro¬ 
viding some tnaiginal relief to such seaions 
bypassed by the democratic process tiS now. 
More than that, it has contributed to the 
conunuing social commitment of the dmno- 
cratic movement to .the nationalist goal of 
social transformation of India’s oppmsive 
traditional social hierarchy. Its Intimacy 
has already attracted the inevitable wn^ of 
powerful vested interests. ” This, as we have 
already argued, is both indicative of the 
relevance of the movement as also its modest 
success in contemporary India. The dif¬ 
ference already made by the infant move¬ 
ment IS that while earlier everyone accepted 
repression of the oppressed with a sense of 
fatalism, resignation and philosophical 
detachment; now a small section protests, 
sometimes even resists. It is a small step, but 
a significant one, with multiplier potentials 
in the volcano that ammers beneath “modem" 
India’s oppressive tradiuonal social structure 


Notea 

1 According to one author. “India presently 
functions in a state of moral anaesthesia" 

2 There has been a phenomenal proliferation 
of new police and paramilitary forces like 
central Reserve Force, Border Security 
Force, special commando for VIP security. 
The same is true with the intelligence 
apparatus. Their continuous technological 
modernisation without adequate socio¬ 
logical modernisation, has resulted in their 
brutalisation. Many inquiries have revealed 
that the police excesses havh themselves pro¬ 
voked violence, as again now In Gujarat. In 
Bhagalpur, prisoners were blinded in prriice 
custody by inserting needles m their eyes. 
The Naxalites were tortured to death or 
shot on the pretext of “encounter-deaths”. 
There have been cases of prisoners, after a 
bfe-iime in prison; have bran fbund to have 
had no cases instituted against them. 

3 Similarly, there have been maiqr cases of 
misuse of “Preventive Detendon”. and new 
bills like Maintenance of Internal Security 
Act, National Security Act, etc. According 
to one study in the two dccadra, between 
1951-70, the army was deployed in aid of 
civil power on 576 occasions. Between 
1975-85, m one decade, it has been used on 
374 occasions. 

3 Since the Emergency, beginning with the 
Congress(l) (for Indira Gandhi) many 
splinter parties have foUowcd with the suffix 
of their leader's initials alongwbh the 
party’s name, like CongressU), OaofpadSSi, 
etc. Many film stars with populist api^ 
have also emerged in regional and natkaial 
politics. 

4 Sanjay Gandhi’s friend, poUce officer 
P S BMndei; who sras accused of bdag 
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uivolved m the murder of a political 
opponent with criminal record, was 
appointed the Police Commissioner of 
EMhi bypassing the claims of a large 
number of effidem officers The con 
sequent demoralisation wiihin the Delhi 
Police led to such a sharp increase in 
crime—even as reported m the censored 
press—that Bhinder had to invent his own 
statistics to prove that Delhi was as safe as 
Chicaga^ New \brk, Tokyo, etc Bhinder was 
sacked b\ the Janata government in 1977, 
reinstated by Indira Gandhi after 1980, till 
she was forced to ease him out on account 
of the deteriorating law and order in Delhi 
and the spill over of the terrorist violence 
of Punjab in Delhi He was subsequently 
sent to Punjab to contain terrorist violence, 
with obvious consequences Incidentally, 
one of Indira Giuidhi s assassins was among 
the many hand picked recruits of Bhinder 
in the Delhi Police, violating established 
norms of such recruitment, as part of 
political patronage for his politician wile 
(made MP by Sanjay Gandhi in 1980) from 
her Punjab constituency Among the 
reasons for the Delhi Police’s communal 
bias and inactivity dunng the recent anti 
Sikh riots in the city was reportedly the 
resenimeni and demoralisation continued 
since the days of this officer at the helm of 
Delhi Police The professional efficiency of 
the police during the tmergency could be 
assessed from the fad that, among two of 
Indira Gandhi’s most wanted opponents, 
both MPs one continued to dynamite 
railway tracks and evade arrest for one year 
The other more dramatically, appeared in 
Parliament with all its security, signed the 
attendance register, and disappeared out of 
the country till the end of the Emergency 
S According to the one study, in the Janata 
don nated UP Assembly (1977) 80 of 420 
members were ‘history shecters” in the 
criminal records of the police, the number 
increased to 90 in the Congre$s(l)<lominaied 
Assembly of 1980 two of them accused of 
highjacking (demanding Indira Gandhi's 
release during the Janata rule), and others 
of murder, arson and rape In 1980 Bihar 
Assembly included SO fugitives from law in 
police records Even in 1984, candidates 
accused of cnminal offences, have contested 
from prison with “canvassing" done by 
their respective gangs, subsequently, they 
have been administered ‘oaths of office 
under handcuff 

In the commercial metropolis of Bombay, 
smugglers and real estate speculators, and 
fibn personalities all with ‘black money’ 
are the mam financiers of political parties 
The mafia functions with unpumty through 
Its links with politicians and corrupt 
policemen gecemly, an honest police 
on'icer's travails have come to light which 
reveals hiS fight against his corrupt bosses 
In the Assembly, the case of a video-film 
depicting drunken senior Bombay police 
officers and politicians m a party hosted by 
a notorious leader of the underworld has 
matfe the headlmes 
Ob tl)e plea of grater risks. 
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the press censored, and judiciary inti 
midated, entrenched social oppression m 
creased, particularly in the rural areas 

8 The concept ‘post colonial democracy’ in 
many ways captures the difference between 
the operative version of democracy in India 
as apan from the democracies m the 
developed capi alist countries in the west 
The causes of many of the inadequacies of 
the Indian version could be traced to the 
colonial distortions of the country’s society, 
economy and polity 

9 Charges included murder, torture and in 
caiceration of political opponents, ‘ mid 
night knocks by the intelligence and police 
at respectable peoples' houses, forced 
castration (in the name of encouraging 
family planning), demolition of entire 
localities with their residents inside houses 
(in ihe name of urban bauuflcaiion) over 
night transfers of honest officials foi either 
refusing to abide illegal orders or oblige 
‘extra constitutional authonty', kidnapping 
of a student leader, in mistaken identity 
(another evidence of professional efficiency) 
and confining him to prison for over a year 
a shock that caused the drath of the mother 

10 An American social scientist describes it as 
“modernisation of tradition ’ 

11 According to one study, there are approxi 
mately 2 5 million bonded labour under 
various forms of ‘debt bondage often 
passed to successive generations They are 
generally paid subsistence wages, and cases 
of physical torture, sometimes causing 
death arc common, as are rape of their 
women folk by the rural nch and the 
policemen Tifty per cent of Indians from 
these groups hve below the ‘poverty Ime*, 
slowly dying of malnutrition, while the 
government is now engaged in finding an 
export market for the ‘surplus’ wheat 
produced by the rich farmers 

12 Most electoral studies show their electoral 
preference for the Congress in general, and 
Indira Gandhi in pur'icular, this affection 
has been showered on her son in the elec 
tion of 1984 interestingly, the communist 
movement has not been able to attract 
them 

13 On numerous occasions investigating team 
from ihe civil rights oigamsaiions have been 
physically mauled, sometimes m e'ear col 
lusion with the local police 

Attei the publication of the joint study 
by PUDR PUCI team on the recent anti 
stkh nets in Delhi "who are the guilty’ 
apart from telephonic threats to activists 
from anonymous callers, and intelligence 
tnquinev. (here were open threats by some 
Congress Party leaders accused in the report 
for involvement in the nots, court cases 
against the leaders of the organisation and 
the printing press, new editions could not 
be brought out because of police harass 
mem against any pnnting press offering to 
print It as a commeicial deal The report 
was banned in pant of India In the Delhi 
Hl^ Court, a Judge made uncompli 
mentary remarks against academics and 
journalists mvolved in bringing out the 
report Of course, the judge h now faced 
WKli three (Munation casea by jonmabsts 


July 12. 1986 * 

Interestingly, m arlier cases, the Congress 
Pany used the reports of such orgaraa- 
non to discredit its opponents 

14 In fact the quality of reports have improved 
considerably since insiders have volunteered 
information A few judges have also shown 
sympathy with the goals of the civil rights 
organisations 

15 Consisting largely of students teachers, 
journalists law vers, scientists, etc 

16 Against the Forest Bill which did not take 
into account ihe tribal people’s traditional 
dependence on forest product while not 
being harsh enough against indiscriminate 
deforestation by vested interests Similarly 
against the Hospitals and Essential 
Servti.es (including educational mstiiudons) 
Bill seeking to ban strikes, against anti 
Terrorist bill providing for summary trial 
in camera and special couitv against the 
colonial Distiiibed Areas Act operaiioiul 
in many parts of India for years, which 
peimit a policeman lo shoot to kill any 
ciiuen without any accouniability, againM 
the visible trend of coniinuously renewing 
Executive Ordinances aiier their time bound 
lapse provided in the constitution 

17 Many award winning Indian films, well 
known for thier sov.iil realism bas^ on 
ihemes highlighted by such reports have 
made powerful depiction of such opptes 
Sion tor example AnJha Satva portrays the 
travails of an honest police official against 
criminals in Icagus with political bosses, 
while Aakroih dcpicis the anguish of a 
inbdl labourer imprisoned for mutdenitg 
the forest contractors who had raped bis 
wife, finally murdering his youthful sister 
as the only wav of saving her honour 
aga' ist the lust ol powerful exploiters 

18 During the conslruition boom in Delhi 
befoie the Asian Ciames in 1982, migrant 
labour from vatious parts of 'he country 
were denied the statutory Minimum wages, 
and made to live m the streets of Delhi, by 
contractors The PUDR icport on their e\ 
ploitaiion was filed as a petition in the 
Supreme Court The Delhi Adminisiration 
first questioned PUDR s loita \iandmg on 
the question against which the court 
granted (he right of Public Interest I iiiga 
non Subsequ ntly the Administration 
questioned the seraciiy of the Report After 
the court appointed insevtigatocs cor 
roborated the PUDR Report the court 
made Ihe Administration responsible to 
enforce the Minimum IVages regulation 
even m cases of labour employed by pnvate 
contractors Since then till the construction 
was completed the iabouiers were specially 
watched by the contrutois and officials to 
ensure that (hey did not come in contact 
with civil rights aciisisis 

19 In the latest case in Apnl I98S, civil rights 
activists, consisting of five university pro 
fessors on their way to address a protest 
meeting against a police firing on unarmed 
peasants, were assaulted by the police and 
arrested near Hyderabad, which is now rul¬ 
ed by a party spearheading the demand for 
regional autonomy against ‘Congress 
authontariaoism’ These activists have now 
been falsely charged with assaulting the 
police" 
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Victims of Corporate Greed 

Bindu T Desai 

OutfBgeous Misconduct: The Asbestos Industry on Trial by Paul Brodeur; 
Pantheon Books, New York, I98S; pp 374, $ 19.95. 


THE harmful effects of asbestos had been 
known to the ancient Greeks. Strabo, a 
Greek geographer and Pliny,, a Roman 
naturalist had observed the sickness of the 
lungs in slaves whose task was to weave 
asbestos into cloth. Asbestos, the costly 
funeral dress of kings in Roman times, is an 
incombustible mineral that has been used 
extensively since the late nineteenth century 
to insulate boilers, steam pipes, turbines, 
ovens and kilns. In 1900 a 33 year old 
English worker died of severe lung scarring. 
He was the last of ten men who had worked 
in the carding room of an asbestos factory 
since 1886. On post-mortem examination, 
spicules of asbestos were found embedded 
in his lung tissue. A new entity became 
known to modern medicine—asbestosis. 

Asbestos fibres once inhaled remain in the 
lungs for life, with even relatively brief 
exposure to the mineral causing lung disease 
and rare cancers in the body, especially 
cancer of the lung, and its covering mem¬ 
branes twenty to thirty years later. The 
likelihood of lung damage and cancer is 
directly linked to the duration of exposure 
to asbestos so that workers who have been 
exposed for more than twenty years were 
virtually certain to develop severe health 
problems. Paul Brodeur’s rambling, and at 
times disjointed Recount of the tort litiga¬ 
tion that exposed the asbestos industry in 
the last decade would clearly benefit by some 
sharp editing, and omission of a plethora 
of inconsequential details. Originally writ¬ 
ten as a series of articles for the New Yorker 
Brodeur’s book suffers from being a jour¬ 
nalistic account of events from day to day 
with much pscudodrama but little in the way 
of a broader analysis that is implicit in the 
tale he has to tell. For the behaviour of the 
asbestos industry at each stage of this story, 
form the formation of the corporate giants 
in the 1900s to their cynical but entirely con¬ 
sistent recourse to bankruptcy in 1982, 
is not an example of “Outrageous Miscon¬ 
duct” but entirely normal conduct for 
business as demonstrated by the behaviour 
of A H Robbins with regard to the Daikon 
Shield and Union Carbide with MIC to 
name only two prominent villains. 

Nevertheless this is a book that deserves 
to be widely read as a case study of cqr- 
porate indifference, greed, callousness and 
brutality. It is especially revealing in its 
descriptions of the origin and use or rather 
misuse of workmen’s compensation by US 
corporations, of the role of physicians as 
both guardians of occupational health and 
. apologists for industry, of the silent com¬ 
plicity of insurers and reinsurers, of the 


timidity and ineffectiveness of unions in pro¬ 
tecting their workers, and lastly of the many 
close ties that link the liberal establishment 
of the Democratic party with the boardrooms 
of big business. Since 1928 at least, the 
hazards of asbestos were known to Johns- 
Manville the world’s largest asbestos com¬ 
pany with more than fifty factories and 
mines in North America. Ibgether with the 
other large US asbestos manufacturer 
Raybestos-Manhatun, it had suppressed 
knowledge about the health hazards of 
asbestos, censoring trade journals, editing 
medical surveys of the industry so that the 
reports were dther favourable or innocuous, 
and forcing a legal covenant of silence on 
a lawyer who had brought suit in 1933 on 
behalf of eleven workers with asbestosis. Vbt 
when filing for bankruptcy in 1982 its chair¬ 
man would exempt the company from blame 
prior to 1964 because according to him, till 
then Johns-Manville did not know “that 
excessive exposure to asbestos flbie released 
from asbestos-containing insulation pro¬ 
ducts can sometimes (emphasis added) cause 
certain lung disease”! 

In 1949, the medical director of Johns- 
Manville in Canada had reported to head¬ 
quarters in New York that only four out of 
708 workers had normal X-rays of the chest. 
The policy towards seven workers with early 
asbestosis was then outlined in the report. 
“It must be remembered that although these 
men have the X-ray evidence of asbestosis, 
they are working today... They have not 
been told of this diagnosis for it is felt that 
as long as the man feels well, is happy at 
home and at work, and his physical condi¬ 
tion remains good, nothing should be said. 
When he becomes disabled and sick, then 
the diagnosis should be made and the claim 
(for workmen’s compensation) submitted by 
(emphasis in original) the company. The 
Fibrosis of this disease is irreversible and per¬ 
manent ... But as long as the man is not 
disabled he should not be told of his condi¬ 
tion so that he can live and work in peace 
and the company can benefit by his many 
years of experience.” 

This policy, of hiding the diagnosis so that 
'peace and happiness’ reigned, was applied 
through the decades at all asbestos plants 
in North America with devastating conse¬ 
quences for workers at asbestos manufactur¬ 
ing sites and in shipyards and other installa¬ 
tions where asbestos was used as insulating 
material. 

Wbrkers who were disabled by asbestosis 
became dlgible for ‘workmen’s compensa¬ 
tion’. Hie workmen’s compensation system 
had been enacted between 1910-1920 with 


industry’s support. In theory it was a no¬ 
fault system which made employers liable fOT 
work-related injuries and death regardless of 
the need to show negligence. It required 
employers to pay their workers and their 
families benefits that were limited by statute 
In return, the workers and their faniilies had 
to give up their right to bring suit for full 
compensation damages under common law. 
In practice the legislators who drew up the 
statutes were heavily influenced by industry 
and its insurers to keep the cash benefits to 
a minimum so that workmen’s compensa¬ 
tion became a boon for employers who 
could k;ompensat^ for a worker’s loss of life 
and limb at bargain prices when injury and 
death rates were soaring in the mines, steel 
mills and textile factories of a rapidly 
industrialising United States. Needless to 
say the asbestos manufacturers were aware 
that workmen’s compensation was to their 
benefit as it would “eliminate the jury, the 
shyster lawyer and the quack doctor since 
fees would be strictly limited by the law!’ 

Asbestosis became covered by workmen’s 
compensation after the Gauley Bridge 
disaster in 1932 when 476 of 2000 workers 
died while excavating a tunnel for Union 
Carbide. They had developed acute silicosis 
because of dry-drilling methods that were 
used by the contractor, Rinehart and Davis 
to speed up the project. The outcry that 
resulted when details of this murderous 
venture became known ended in workmen’s 
compensation for pulmonary dust disease. 
Industry lobbyists succeeded in imposing 
harsh conditions on the legisiatioajthus 
restricting the nayment of compensation in 
a variety of ingenious ways. First of all, eifeh 
state required a worker to file compensation 
within a certain period usually two to three 
years after his last exposure to the hazard 
that had caused illness or injury. Such a 
statute of limitations was supposed to 
prevent fraud and unreasonable delay but 
they ignored the fact that asbestos remained 
and reacted with lung tissue for a lifetime 
so that disease can occur many years after 
exposure had ceased. Thus the statute suc¬ 
ceeded in limiting the number of workers 
who were eligible to bri^ claims. Some 
states requited total disability before com¬ 
pensation would be paid and the sums paid 
out (about $ 3,000 for permanent distfeility 
or death) were very low compared to other 
types of disease and injury. Far from being 
a no-fault system, claims for asbestosis 
were routinely contested by many insurers 
for they benefited by the delay by collecting 
investment earnings on unpaid claims and 
forcing ack workers and their families to 
settle for far less because of Uieir immediate 
financial distress. 

In the spring of 1965, however, a cbm- 
prehenave re^finition of .the tort law 
attended the rule of strict HabiUty previously 
limited to iModucts sold for human con¬ 
sumption or httinutte body usa. It JMW 





applied to any product sold where the 
defective condition of the product makes it 
unreasonably dangerous to the user An 
srticle could be considered unreasonably 
dangerous if it vms unaccompanied 
adequate diiections or warnings regarding 
Its use The rule applied even though the 
ultimate user might have acquired the 
product through one or more intermediate 
dealers Thus this role apphed to the asbestos 
industry as its products were shipped and 
packaged in containers that bore no warn 
ing labels of any kind The rule known as 
Section 402A of the Restatement of the Law 
of Torts was used with telling effects by a 
dedicated band of lawyers in many small 
towns in the US working diligently in the 
face of a corporate wall of silence and 
lies where internal company memos about 
asbestosis were concealed or convemently 
misplaced or untraceable, these lawyers are 
the unlikely heroes of the asbestos story 
They dug up legal records, searched medical 
literature, and even tracked down Johns 
Mans die's past employees who, the company 
claimed, had died' Slowly but surely they 
pieced together the full story of the massive 
fraud and murder perpetrated by the 
industry on nearly twenty million American 
workers who had had occupauonal exposure 
to asbestos As the efforts of the tort litiga 
non began to bear fruit and juries began 
awarding millions of dollars in punitive 
damages there was panic in the insurance 
companies which had been forced to pick 
up two-thirds of the till then S 600 million 
tab Insurers who had sold billions of dollars 
of excess coverage to the asbestos industry, 
made huge proHts on premiums collected till 
the late seventies, were now faced with the 
prospect of paying out nearly 40 billion 
dollars in compensation claims over the 
following 30 years They exclaimed “that 
damages that will be ultimately awarded will 
exceed the combined assets of the insurance 
and asbestos industries” The insurers and 
the asbestos manufacturers then tried to 
push through Congress, legislation that 
would foist ubon the American taxpayer 
“the obligation of paying for decades of 
neglect, negligence, cover-up and lies” The 
insurance confipames were co-conspirators in 
the asbestos catastrophe Their acturial 
tables, rating schedules, physiaans’ reports, 
workmen’s compensation claims, under 
writing guideimes and safety and-engineenng 
manuals all showed that these companies 
had known for decades the heavy toll 
asbestosis was exacting from the workers 
They chose to ignore thKe data as disclosure 
would iiave encouraged claims and rur 
counter to basic insurance practice which 
writes as much coverage as cheaply as 
possible to reap nch pohey premiums that 
when invested return enough money to pay 
for future dauns and make a profit for the 
company. They were only fulfithng the social 
role defined by Milton Fnedman that the 
social fesponnbibty of a business 1 $ to make 
a profit 

The medical profession conducted itself 
ut a VutusJly indentlcal mgnner barnng a 
.ter teoflurMe ea ce o ttons . Re;^ sym¬ 


posia held on the effects of pulmonary dust 
disease were attended by professors of public 
health from prestigious medical schools and 
government research institutes The pro¬ 
ceedings of a conference in 19S2 were never 
published ostensibly for budgetary reasons 
As they documented fifty years of asbestos 
related epidemiological research done in 
Britain, some observers believe that the 
raports were suppressed because of pressure 
from the asbestos and insurance industries 
A few physicians testified repeatedly for 
these merchants of dealth Most kept silent, 
acting in the time-honoured tradition of 
the American medical profession—out of 
“elitist deference to an old-boy network”— 
that pnxludes them from criticising one 
another or the free enterprise system 
Johns-Manville filed for bankruptcy in 
1982, and aided by a helpful judge who con 
tinu^ to defer heanngl m bankruptcy court, 
the company was able to reorganise and 
thrive with its portfolio ot securities in 
creasing twelve fold in value in one year At 
present, negotiations continue and Manvilic 
(the post bankruptcy name for Johns 
Manville) may have to pay out some S 2 5 
billion over the next 2S years against 30,000 
claims already filed and thousands more that 
will arise in the future Predictably industry 
and insurance companies are lobbying for 
changes in the tort system that would cap 
liability damages at $ 1(X),000 per person 
The legislation which is pending before Con¬ 
gress has aroused some opposition though 
not the public uproar one would expect as 
these efforts will in effect grant immunity 
to manufacturers of toxic substances The 
bulk^yf the American electorate, specifically 
Its white middle class mainstream appears 
incapable of making pubhc health a priority 
or of holding big business accountable 


‘Standing tall’ Chnt Eastwood style; they 
appear intent on becoming latter-day ^ 
Romans continuing to use poisons they have ' 
been warned against. Examples of damage 
caused by toxic substances abound, the 
Chernobyl disaster rekindles fears about 
nuclear power, yet the onphasis is on billion- 
dollar corporations rather than the in¬ 
numerable individual lives that have been 
sacrificed decade after decade 
For, m the whole asbestos story the un¬ 
suspecting victims were the workers and thor 
families It is the widows’ recollections of 
how their husbands suffered that haunt one; 
“1 noticed my husband was able to do very 
little exertion then his stomach started 
to svrell and this was hard to understand 
because he had lost his appetite and was 
losing weight At least half of the lut 
twenty years of his life he could sleep only 
in a sitting position It got so bad he couldn’t 
walk and talk at the same time. In the end 
he was choking on the pills he had to take 
because he couldn’t take in enough air to 
hold his breath while he took the pill . 
he had oxygen for the last two years of 
his life, which made him hallucinate He 
died with carcinoma ot the lungs and 
metastatic lesions all through his body and 
the bones in his legs were as though they 
were moth eaten ” 

These grim stories foretell what lies in 
store for thousands in India who work in 
and live around asbestos plants The Indian 
manufacturers have little concern for safe¬ 
ty as noted by the 1984 85 report on “ The 
State of India’s Environment’ Meanwhile 
the asbestos industry functions in India 
complete with technical and financial links 
with their US partners, Manville being in¬ 
volved in three of the eight major 
companies 
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CHAIRMAN’S STATEMENT 

At die 47Ui Annual Gcnml MaHInn 


I adh!s & Gentlemen 


I cordial^ welcome you all to the 47tb 
Annuli t^neral Meeting of your Company 
The Directors Report and the Audited 
Acc ounis of the Compam for the year 
ended 31st December Ifw have been in 
your hands for some time from which you 
must have observed that the Company 
conbnues to have sustained aU round 
growth 


IMPROVED PERFORMANCE 

There was an overall improvement in the 
performance of the Company during 1985 
^ales and other income cros^ Rs 117 
trores The gross profit at Rs 21 Ibcrores 
was substanbaily higher than % 16 99 
crores in the previous year 

I am happy to state that your Directors have 
recommended a dlviderid of 20% on the 
Equity Capital which has more foan doubled 
as compared to last year The dividend to be 
distributed for the year 1985 would thus be 
Rs 2 04 crores as against Rs lOTcroresin 
the last year consequent upon 
enhancement of the Eouity Capital to Rs 
10 14 crores from Rs 4 84croces. 

ProducHon of Paper & Board and Cement 
was well maintained *JK Paper and 
Lakshmi Cement' continue to be the 
market leaders m their respective fields and 
(. n)Oy consumer preference on account of 
their high quality 

Modernisation and renovation of Pwer 
Mills in Onssa with an investment of Rs 23 
crores is progressing satisfactorily and Is 
t Npected to be completed before the and of 
1987 The Company proposes to take up 
installation of a new Paper Machine for 
production of light wel^t and speciality 
papers at a cost of about Rs lOcrores 
Besides expansion in its existing products 
the Company is pursuing Hs mwey of 
diversifying Into new areas. Bectronlcs, 
synthetic fiores and petrochemicals are 
some of the areas under active 
consideration 

Polyester Staple Fibre project erf Onssa 
Synthetics Ltd promoted by the Company 
and Industrial Aomotion aM Investment 
Corporation of Oilsia Ltd Is In an advanced 
stage of Implemtntatton Theplantis 
expected tojgO into production in the third 
quarterof 1^16 We woidd like to express 
our graUtuda to the Indian and non residant 
Indian investors for reposing confidence in 
our new venture by thtrir overwhelming 
response to the PubBc IsMie 


OPTIMISTIC ECONOMIC 
SCENARIO 

Ever since Shrl Rajiv Gandhi took over the 
reigns of the Govamment about a year and 
a hrdfago, the economic and indudrial 
scenario has undergone a sea chan^ for the 
better The change is fundamental From a 
regime of controls and regulaltons in which 
we have lived for over 35 years, there is an 
attempt at deregulation arid restoration of 
management initiatives in decision making 
The Industrial capacity Is no more looked 
upon asa restrictive cetling for production 
rather a new concept of Minimum Economic 
Scales of Operation has been adopted for 
several industries in due recognition of 
economies of scale Compehbon both 
domesbe as well as International is being 
encouraged to achieve efficiencies and cost 
control There are new perceptions of the 
role of the Government in the economic 
affairs and therefore the need for 
re allocation of tts functions Wehave,! 
think, ^ out of the sterile debate on Pubbe 
versus Private Sector Challenges of the 
future —of the21st century—have been 
accepted with timely response formpid 
modermsailon and adoption of I' ' 



informaitonandcommunicaltons Ills 
heartening to see computers on the desks of 
ministers and bureaucrats 

Confidence shown In the principle that 
beyond a point high taxation Is counter 
productive and consequent reduction 
In tax rates have yielded immediate and 
positive response Income tax collection has 
increased by 36% in 1985 86andovera8 
tax revenue by 21 % over the last year 
Union budgsteig has been made open The 
announcement ^ the long term fls^ poficy 
has ushered bi a new era of meaningful 
dialogue between the Government and the 
publ^ 

Econonuc and Industrial outlook, both within 
the country and as percelvod by the foreign 
investors tel aipuno the world, la one of new 
opfimism and Opportunity ktamdeed 
satisfotng to know that In^ IS now sought 
after for investmant and technology trmsfor 
more vigoiouriy than H waa only a couple of 
yean aga This wdl no doubt result In long 
term benefits to the country 

I would fike to take this opporbinHy of 
congralulaltiM and toGordng our deep 
appraclalton for this turn around In m 
oconamfo aeene to Shrl Rativ Gamfiil, our 
young and ifonamlc leader and his team, 
patlletdatig m VWwMmath naiap Sli^ 
the Finance Mnkdar and Shrl Malayan Oatt 
TlwMl,lheIndusliuMliiliter lamhily 
eonflilent that dw mfiah antrnnncun wfil 
tfoe to the oceaMon and meUi wB we <4 the 


Shrl HmI Shaidwr Slngdwnln 

new opportunities that are available for 
expansion diversiflration and growth I 
would request the Government to conbnuc 
to vigorously pursue the process of change 
and not to gte disheartened or Impahent 
because the results in full measure ate not 
obtained Immediately 

AREAS REQUIRING 
URGENT ATTENTION 

Despite substanbal improvements, there <a 
some areas which need urgent attention I 
would touch upon a few 

Growing trade deficit underlines the need fi 
export based Industries as an integral part < 
industrial development as Imports are 
bound to rise with spurt in industrial growtl 
We must thciefoie, indenbht and promote 
industries which can stand up to 
international eompetlbon in terms of ^ 
economies of scale, cost of production, 
qualliy and technology On the strength ol 
large domestic market base, there is no 
reason why India cannot develop such 
industries 

The other important aiea IS one of growth ( 
demand It hw been the country s 
expenence for some yean that even a 
moderate growth m industrial produebon 
cannot be tustatned due to lade ol growth 
demattd There are various factors 
governing It, including the putchwlng 
power arid coat to the consumer Thwart 
no doubt complex issues, i suggest that du 
recognition of the need for deliberate effort 
to increase demand to achieve higher and 
rapid Industrial Towth is called lot 

Ininitlaliiiganti poverty prograimnes, the 
Government K moving in the light tfirecbcH 
It is only thiDui^ such measures that we cci 
Increase file purcheibig power and achlew 
socio-eeonomic goals. We have to 

leakagea, kfonMw^^^^benSSarieB, 
ignoiteice of naedi of the peopie ooncetix 
and inappropriate appnM offiie local 
condMona. n is naoeNwy to haw a sbiifo 
agency in each State to Intagate vattow 
progniranesh law than ewt ptogrteime 
tohaveiteoiMiteigetaadaachtonn * 




LTD. 


The next Important subject which 1 vrauld 
like to refer to Is one concerning 
redunfiancy of labour In the elating 
indusMes which need radonalisatton to cut 
costs, to modernise and In fact even to 
survive. I do hope, with the active 
partidpaiion of dte Ude unions. It would be 
possibia (or the Government to find a 
solution to this vexed problem. Financing of 
^k iiKltistiies has alre^ assumed 
enoimous proportions. I am glad that the 
Government has come out tuith a new 
legislaiion which alms at Idenlii^ng and 
iy;ovldng solutions for sick industries 
^Akly. However, the question of how the 
tedundanl or excess labour can be dealt 
with has dehed solution. I would 
recommend an unemployment benefit 
scheme to be provided to the affected 
woikmen. This will have to be essentially 
for a Hmited period and would belessco^y 
than continuing to operate uneconomic 
units. 

Last but not the least is the almost perennial 
question of Inadequacy of Infrastructure. 
Industries continue to suffer both 
quantitatively and qualitatively because of 
infrastructure deficiencies. For instance, 
your Company was forced to transport over 
S 0 % of its production both of cement and 
paper by road at a considerably high cost 
The quality of coal continues to be poor 
adversely affecting effiderKy and cost of 
production. The raal quotas have been 
pruned causing serious anxiety for 
maintaining production. Situation in regard 
to power Is even worse. Ononehandtfwre 
are severe power cuts and on the other the 
gtuHty of power in terms of httemiptions 
^nd voltage fluctuations continues to be 
unaatisbdory. There is also continuous and 
steep increase In power rates. The increase 
in cost of power and fuel leads all other cost 
increases. No doubt, there Is awareness of 
these problems. However, more meaningful 
action is necessary In order to achieve 
definite results. 

I wlD rKJW SM a few words about the Paper 
Industry aiM the Cement Indutby. 

: PAPER INDUSTRY 

’The paper production In India In 19S5 was 
|l 4. & Uh tonnes showing an Increase of 
[k% over the previous year. Hcwevw 
rapadly uttlisatton continued to be low due 
to large capacity temalnitw dosed and 
inoperative. Moreover 40% of die installed 
capa^ Is comprised of smaO until. Most of 
these hm been set 19 by import of very old 
^ond4iand pfaie and machineiy and thus 
ate basical^ uneconomic. Kseptag In view 
' he need to pul the natton’seoanomic 
lesoutees to tha bast petiMa uit, lha 
idviaabflitortninningiuch unecono m ic 
u idia with naavy fiaw support k a moot 
polai/or ooinaldmilon. 

mttwpakyaanthavadMwlthdw 
problM of m«v maMirfs Mcad by lha Ptnar 
llliuaby. ThaMIuMonhaawcawawdtoltM 
eetaidttMtliwci^MkylHitoini^ 


and even wood chips to sustain produchon. 
Even taiw quantity oi waste paper Is being 
importea This is a sad commentary for a 
country of our sla and endowments. 
Effective conservation of forests, utalisation 
of degraded forest land for captlw 
plantation and stoppage of wasteful use of 
wood lor packaging etc ate areas which 
brook no further delay. Unfortunately, 
despite recommendations made by the 
Development Council kx Paper, Pulp & 
Allied Industries and other Committees set 
up by the Government from time to time, 
very little has been done so far Itis 
necessary to evolve a national strategy for 
forest conservation and development An 
action plan fixing responsibilities of different 
agencies who should Implement various 
programmes should be adopted. 

I am happy to stale after persistent efforts, 
your Company has been able to secure 
some areas for plantation in Onssa. The 
Company plans to develop these 
areas on scientific and modem lines 

The Government has at long last recognised 
the serious situation In the Paper Industry 
and has set up a High Powered Committee 
under the Chaimunship of the Secretary, 
Industrial DevelopmenL This Committee b 
to m into all asp^ of the Industry 
Including Its financial health and to suggest 
remedliJmeasures. 1 sincerely hope that the 
deliberations of Ihb Committee will help 
adoption of right poHdes to the benefit bf 
the Paper Industry and the consumers at 
large. 

CEMENT INDUSTRY 

Installed capacity of cement has increased 
from 22 milfion tonnes In 1978lo44millton 
tonnes in Match 1986 and b expected to 
reach 63 million tonnes by the end of the 
Seventh Plan. Produdion has also 
increased to 32 miUon tonnes in 1985-86 
from 19 million tonnes In 1977-78. Cement 
Is now free^ available and open market 
prices have come down. At some forums I 
hear quesUont whether further increase In 
cement capacity by about 50% In the 
Seventh Plan wUI not result In substantial 
over supply situation. It b thb subject that I 
would like to deal with. 

Cement consumption b an Important Index 
of economic prosperity <da nattoa Pet 
Capita consumption In India at 40 k« b 
extremely low even when compared with 
developing countries where Mr capita con¬ 
sumption ranges between 100 kgs end 150 
k^ What b needed b to take steps 
to encourage the use d cement In India In 
areas which wiB benefit the country. For 
Instance, cement silos (or (ood-ffralns would 
reduce eonkdetablu amiuat datitage due to 
Improper storage. Sitnfiariy, cement 
highw^ would mull in efficient «id 
speedy transport and open the country for 
Increwad oconomlc ecHvllics. Construction 
of houses banodicr top priority 
raqubemenL Incraaiaapsosoiallhtst 
aeifvlllts wOt not only ilimulala ttM demand 


forcement but will abo provide large 
employment With rich Umeslone dqxrsib 
and adequate coal reserves that the country 
possesses, there b no reason why Indian 
cement should not find lb due puce In 
Intemaltonal market also. More positive and 
aggresstvs attitude b therefore nacessaty for 
devetopment of cement Industry at thb 
juncture by taking necessary sl^ tovrards 
sfimulabon of demand and encoura^ 
further Investments. 

The adoption of pragmatfe policy since 
1979 has paid rich dividends and resulted In 
big spurt of production, transforming thb 
almost stagnant industry Into a dynamic 
one. The present need b to continue thb 
thrust It is necessary that new investment In 
cement remains viable and 12 % 
poet tax return maintained Of late, 
returns of the new planb have fallen 
because of continuous Increase in 
production cost inadequate atxl delayed 
increase in levy cement prices and steep 
fall in open market prices. As a result 0 } these 
factors and high investment cost even the 
existing new cement planb which came Into 
production since 1982 such as yours, 
require excise duty rebate and reduction In 
let^ quota to sustain themselves. The 
porttton of new cement planb which are 
being set up b still worse. Thb has been 
effectively brou^t out In the 
representations of the Cement 
Manufacturers' Assodatton submitted to the 
Government A six-monthly review of levy 
cement price to keep pace with the 
increasing cost of p^uetton b abo essential 
to maintain the heidth of the Industry. 

Cement b a power Intensive Industry. The 
power situation continues to be bad 
particidariy to States like Rajasthan and 
Karnataka where there ate heavy power 
cute almost continuously. Thb Imposes 
extra burden by running OGseb 
conUnuousto rather than as standby, 
resulting to high maintenance cost due to 
their heavy wear and tear. Cement 
manufacturers In these power famine areas 
require addlttonal asrtstance over and 
above the OG lehef already alkrured 

ACKNOWLEDGEMENTS 

The improvement to Company's operating 
rctuKs has been possible due to dedicatton 
and hatd work put In by edi seeflons of 
employece. The management team, the 
worken and staff at aU leveb deserve 
appredatton for their contribution to 
Company's growth. I would abo like to 
acknowledge the assbtance and support we 
have receh^ horn dM State Governments, 
the Finandal Instituttons and Banks. 


This efoes notputport to be a raoonl ()f tfw 
pracMdingi 4 the Annuof General Mesring. 


U09 



July 12, 1986 


ECONOMIC AND POLITICAL WEEKLY 


Consolidation vs Change 

Mukul Saotval 

Committee for the Administrative Arrangements for Rural Development 
(CAARDl, Planning Conunission, GOI, 1986. 


evolutionary state, the Collector remains 
primus inter panes—in both Gujarat and 
Mahatashtra, the Collector rather than the 
Chairman of the Zilla Parishad heads the 
District Planning Committee. Rural develop¬ 
ment requires development administration 
to establish new and different relation- 


THE most complex problems of develop¬ 
ment strategy are not technical production 
questions but institutional issues of distnbu- 
tion and equity. In this context, the G V K 
Rao Committee has done the poor in the 
country a great service on three counts. First, 
it has taken a public policy approach and 
recognised that the production, infrastruc¬ 
ture and welfare activities of the State do not 
at present benefit the poor, though they may 
claim to do so. The removal of poverty has 
to be part of the total process of rural 
development. This is in line with the current 
thinking in development literature.' 
However, the committee could have taken 
this important point to its logical conclusion 
and spelled out the changes in policy that 
would be needed for a meaningful anti¬ 
poverty component or sub-plan for the poor. 
Mere budgetary allocations or sub-heads will 
not be sufficient; partly because these could 
involve predominantly administrative expen¬ 
diture, and, partly because we are here con¬ 
cerned with ‘people* and hence outcomes 
and not inputs, ^toral policies and pro¬ 
gramme characteristics need change: mid¬ 
day meals in primary education, legal aid 
for securing rights to land, water user com¬ 
mittees in irrigation, standposts in localities 
inhabited by the poor in drinking water 
Ichemes, priorities to tribals and forest 
dwellers in use of forest produce; etc. 

Second, the committee has taken a 
political economy approach and recognised 
that the bureaucracy alone cannot be the 
agent for the removal of poverty. The poor 
themselves, their representatives and volun¬ 
tary bodies need to be actively associated in 
the process. This ‘participation’ is necessary 
for eliciting responsiveness, for an under¬ 
standing of local needs and conditions, to 
raise local resources and for maintenance, 
sustena^e and flexibility in implementation. 
Participatioir is now regarded as an intrinsic 
part of the process of development rather 
than merely a facilitator.^ The committee 
could have taken this idea also to its logical 
conclusion and spelled out the interrelation¬ 
ships that would be needed—who has to take 
what decisions and at what level. Develop¬ 
ment is a political process because it involves 
distribution of benefits: allocation, location 
and choice of beneficiary. The experience of 
the working of Zilla Huiduds in Maharashtra 
and Gujarat has been that the removal of 
poverty has not been their predominant 
goal. The lesson to be drawn is not the need 
for a separate tier of local government or 
legal entity on the British pattern, but rather 
the adoption of the instituttoa of the District 
Minister linking the local representatives. 


ships—in society, the political system and 
political party, government and sectoral bureaucracy— for effective local organisa- 

departments. A common failing is that we tions to develop, and the continuing debate 

do not usually draw a distinction between on the role of the Collector distracts atten- 

thc administrative arrangements required for tion from the real issue of the anti-poverty 

programmes and the structure of govern- programmes, which is decentralisation. The 

ment. Moreover, at the intermediate or Budget needs to be decentralised and power 

district level only allocation and location shared more widely (see Ikble). 

decisions are taken. In anti-poverty pro- The committee has recognised the impor- 
grammn, unlike other programmes, the tance of implementation, and the need for 

beneHciary is scjected prior to the activity, honrontal and vertical integration. These 

and in this decision the poor themselves processes arc, however, seen in structural 

must be involved at the level of the village, terms and the committee has stressed con- 

on the Antyodaya pattern. The rural poor (roj under the single line administration of 

have to be made a part of the administrative the District Development Commissionei 

structures that provide services. (OOC), with 11 -16 >ears’ set vice in the IAS, 

Third, the committee has recognised the to replace the District Collector and an 
need for comprehensive administrative Additional Development Commissioner 
reforms, rather than the traditional tinkering (ADC), between 3S and 40 years of age, to 
with reform by adding a new sectoral depan- replace the Block Development Officer 
ment whenever a new programme is con- (BDO). A change in designation, seniority 
ceived. Even at present, on an average, each and status does not necessarily bring about 
Block Development Officer (BDO) spends a greater degiee of responsibility or 
Rs 1 crore every year. There is need to give effectiveness—the Village level Worker 
him staff support. There is also a need to (VLW) in Uttar Pradesh has become desk- 
involve the Sub-Divisional Officer in the bound since he has become the Village 
development process. This has gone neglected Development Officer (VDO)! 
probably for no other reason than that com- Rural development should refer to objec 
mittees and efforts at reform have not tives rather than sectoral ariangcments. The 
examined the activities below the district real need is to decentralise powers of 
level; this committee has also overlooked this decision-making to the block and field level 
important functionary. The need for a (for greater accountability), demystify pro- 
District Development Commissioner, with cedures and lessen contact of the poor with 
powers of heads of sectoral departments, has the bureaucracy (for reducing corruption) 
also been felt, and this has been endorsed and improve the facilities, promotion pro- 
by the committee. The arrangement sug- spects and motivation of the field level 
gested, however, that he would be superior workers (to effect qualitative improvements 
to the Collector, is likely to arouse in outcomes). For this a network organisa- 
contrewersy, because no national consensus tion will be more suited, where bureaucrats 
has yet emerged as to who should represent work together to create something new 
the government at the district level—the Zilla rather than individually strive to perfect their 
Parishad chief, the District Development own routines. The stress on task groups and 
ofHcer or the District Collector and shanng of decision-making with clients 
Magistrate:' In all the states, with the possi- means that power flows not according to 
ble exception of West Bengal where the authority or status but through group pro- 
Collector is also the Secretary of the Zilla cesses. It is through such superordinate goals 
Parishad and the arragements are in an and interdependence in relationships that 
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there can be harmony in the interactions 
between groups.* This will require changed 
attitudes, an important point in affecting 
administrative rqform for anti-poverty pro¬ 
grammes ignored by the committee. 

Development administration combines 
elements of politics (who benefits), organisa¬ 
tion theory (structural changes) and bureau¬ 
cratic reorienution (change in tasks, roles, 
attitudes and behaviour patterns); the con¬ 
cept cannot be explained by merely looking 
at one of these elements. A number of com¬ 
mittees have examined the issues of imple¬ 
mentation at the block and district level and 
we have a wealth of material to draw upon. 
The Budget for 1986-87 also shows that the 
political will to do something for the poor 
exists. The C V K Rao Committee, like all 
bureaucratic committees, has presented a 
‘state of the art’ paper whose concern 
remains consolidating the present position 
rather than change. The Planning Commis¬ 
sion is examining the report. It is upto the 
Commission to make the creative advance 
in stressing that though the progtammes 
work in tandem, the requirements of the 


THIS well produced little book tells a sad 
and disturbing story. Nine out of ten 
households on the esutes surveyed had 
chttdren aged between six and fifteen years 
out at work often for long hours at low 
wages or none at all. Very few children 
actually worked directly for the estttes. 
Either they were casual workers in contrac¬ 
tors’ gangs hired by the esutes for specific 
tasks or they assisted their parents at their 
work. Officially then child labour does not 
exist, which removes the children from any 
doubtful protection the .labour laws or 
unions mi^t have given them. The booklet 
summarises the results of a field study of 
the economic and social conditions of 
children workJng on rix esutes, discusses the 
law and its enforcement and suggests modest 
reforms. 

The study covers four rubber and two oil 
palm esutes. Of the children working in 
rubber over half found their main task in 
collecting latex and cleaning the cups. In oil 
palm over half were collecting, loa^ng and 
carrying fruit bunches. Household chores 
and chiM care are dassifled as esiau svork. 
((MiB Gonectly, in the reviewer’s opinion, 
for without the diihhen doing this adult 
time would have been diverted from estate 
work.) On lubber estates 32 per cent of the 
cWUbw did thiib on oB pdm, 40 per cent. 
Tlifs IMS dene fay giila and giA shared 


anti-poverty programmes are different from 
those of the programmes for human develop¬ 
ment and the institutional arrangements 
need to be designed accoitlingly. Results will 
only come about when decision-making is 
shared with the beneficiaries—the rural 
poor. 

Notes 

[The views expressed are the petsonal views of 
the author ] 

1 Baum, >\arren, C and Stokes .M Ikibert 
(1985), “Investing in Development. Lessons 
of World Bank Experience’*, Oxford Univer¬ 
sity Press 

2 Cemea, Michael, H, (1985), “Putting Roplc 
First. Sociological Variables in Rural Deve 
lopment", Oxlord University Press 

3 GOI, (1984), Report of the Committer on 
District Planning, Planning Commission, 
Delhi. 

4 Dayal, Ishwar and Amrit Kala Dayal, (1983), 
"Organisation for Management m Develop¬ 
ing Countries”, Concept Publishing Com¬ 
pany, Delhi 


the usks performed on the estates them¬ 
selves. Most of the children working on the 
esutes assisted their patents who ate on 
inece-work and received po direct wage 
Nearly 60 per cent in rubbn are aged 10-12 
years whilst in oil palm 60 per cent are 
between six and ten. They may start as early 
as 5.30 am and two-thirds will work for 
seven to eight hours. Female children work 
as long as 10 hours because they do house¬ 
hold work too. Older children worked for 
contractors to the esute and received 
between half and two-thuds the adult wage. 
Conditions are frequently dangerous. 
Rubba planutions mgy look shaded and in¬ 
viting places but are subject to frequent 
applications of toxic pestid^s like paraquat 
and agent orange The diildren are exposed 
to these without protection. Indeed, in the 
only two cases found of chilttren being 
employed directly by esutes they were 
actually doing the spraying. 

Why so much child labour? The study 
found that all the households interviewed 
earned less than the national poverty levd— 
those on the rubber esutes bdng markedly 
worse off than the oil palm workers. The 
mean income of the rubber uppers inur- 
viewed also appeared to be wall Mow their 
national awoigc. Poverty forces the children 
out to work at an early ago One^Urd of the 
paienu said they necM the childiea’s hdp 


either to mainuun a minimum living staii> 
dard or to complete their daily output norm 
for the esute; Another third said that they 
could no longer afford to send the child to 
school. The study argues there is a demand 
for child labour—since it is so cheap. Whilst 
not committing itself on the dispuM matter 
of whether there is a national ‘shortage’ of 
plantation labour, the study remarks that a 
local shortage of adult labour encouragm f 
the employment of children. 

Of course, it is a pity thqt more esutes 
were not induded in the sample Do younger 
and less depressed rubber esutes use as ^ 
much child labour? Cocoa growing actually 
favoun using children’s labour (p 14), so this 
issue might have been developed. Also the 
fact that all the people interviewed were ' 
Ihmils imposes certain limiutions although > 

It has advantages too in aiding discussion 
of an easily identifiable disadvantaged 
group. But if we indude suu sponsored 
nuclear esutes only SO per cent of MalQrsian 
esute workers are ethnic Indiaiu. Malays 
now account for one-third. Do thdr children 
face a similar situation? Besides given that 
bumiputra Malay ownership of pliuiutions 
has become so widespread it would have 
been useful to present dau on bumiputra 
workers. This might encourage a Mal^-led 
government to treat the issue as a national 
one. These remarks do not deny (he value 
of the work as it stands. 

Some perspective should be added. 
Nothing approaching the horrors of child 
labour in some Bangkok factories was 
recorded by the study. The children woe still 
living, or even working, with their families. 
And yet whilst their parenu could soften the 
impatx they seem hdpless to do much more. ' 
The study notes Uut just as the problem of 
child laiwur is ignored by the plantation 
union the adults are ignor^ by Hie urban- 
biased Malaysian Indian Congiess. So these 
isolated ill-educated under-paid children of 
ill-educated, low-paid parents will grow up 
in a hopeless world to become themselves 
ill-educated, low-paid adults whose own 
children will be similarly fated. 

The study proposes modest reforms— f 
precise legislation on child employment, an 'v 
effective inspectorate, higher wages for the ; 
parents, better health and education fadlitiet * 
as well as compulsory education for nine . 
years. Vri it holds little hope that action wiU 
be taken. The children and their parents are 
too weak. And no one else is positively 
interested. 

This is disturbing. Malaysia’s plantation 
system post-War has had an international 
reputation for efficiency, pioneering techno¬ 
logy and profitability. Midqrsia is ly far one 
of Asia’s wealthiest nations. These things do 
not happen because of the desperate state 
of an economy. Is it necessary that these 
children be so deprived and exploited? 


Child Labour on Malaysian Plantations 

Alec Gordon 

Eariy Labour: Children at Work on Malaysian Plantations by Jomo, Zaini, 
Ramasamy and Suppiah; Institute for Social Analysis, Kuala Lumpur and 
Anti-Slavery Society, London, 1984; 51 pages, illustrated, price not stated. 
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Qenllemen 

The investmem ciimate m me country has 
become favourable consequent to me 
process of transformation acceieraled by the 
Government of India for encouragmg faster 
•and healthy growth of industrial sector 
The Ihrusi of the policy changes announced 
by Ihe Government of India has been towards 
removal of excessivu physical r onirois in 
respect of industrial licences investments in 
MRTP and FERA companies and investment 
by NRIs coupled with various liberalisations 
and fiscal incentives aimed at encouraging 
more production and new investments m the 
manufacturing sector particularly in the 
backward areas 

The small scale sector has played a vital role 
in Ihe country s industrial advancement with 
12 lakhs SSI units registered at the end of 
1984 8^ They produced goods and services 
worth Hs SO 820 crores and provided job 
oppurtunities to about 90 lakh workers in the 
country and earned foreign exchange for Ihe 
nation worth Rs 2 350 crores through exports 
which constituted 22% of the total exports in 
the year 1984 85 

As announced by the UnK>n Finance Minister 
in his Budget speech lor 1986 87 a separate 
Fund called Small Industries Development 
Fund (SIDF) has been created in Industrial 
Development Bank of India in order to provide 
a local point lor coordinating financial 
assistance m the small scale sector at the 
apex Ipvet 

Gujarat State with the imaginative and 
practical me entivr^ scheme ready 
infrastructure licitilies and a congenial climate 
ol indu itrial relations has a>. hieved sustained 
industrial development both in small and 
medium scale sectors There is a steep rise in 
numbor irf registered SSI units rest hmg to 
about 70 000 and registered factor es to over 
14 000 besides a mult ilude ol cottage and tiny 
units in Iht informal sector 
Governmoni ol Gujsral has announced 
liberalised package’ ol ncorilives with tlfei t 
from I 4 86 for the peiirxJ ol next live years 
comprising cl capital investment subsidy and 
sales tax bcnelils Besides it has also 
announced a special incr ntive schema tor 
pioneer units 1986 A liberalised SCI cme ol 
investment subsidy is also offered for 
development ot elec ironies industry in the 
State Women entrepreneurs andSCfST 
entrepreneurs are eligible tor additiunaf 
subsidy ol 5% 

k A wider choice ot backward locaMns taking 


MkikaMauiyt morelibariioellnkionor 
ctpttaf mveMment and etimnation of the 
calmg tmit amouiH lor SSI units under sales 
tax incentives are among importani features ot 
Ihe new package of ncentives 
Thareis ample scope in the State lor 
davelopment of electronics mdusiries and a 
wel-knit mlraslructure in the form of a special 
industnal estate is already available ai 
Gandhinagar A plastic processxig rone is 
also proposed to be set up in South Gujarat for 
laciMahng processing ol plastK raw materials 
presenSy available and which are hkely to be 
available m future It is hoped that projects for 
msnulaclure of transport ancillary products 
equipments for pollution control and tor 
generation of alternative sources of energy, 
petrochemicals based products marine 
chemicals etc will attract the attention of 
prospective entrepreneurs both from within 
and outsKle Ihe State as well as Non Resident 
Indians 

Achievement in 1985-86 
The Corporation has attained new heights in 
respect ot all areas of operatons during the 
year The trend ot progress during the year 
shows that Ihe low of loan applications 
(Rs 14918 crores) rose by 2219% sanction 
(Hs 74 67 crores) by 1415% disbursement 
(Rs 45 49 rores) by 10 28% ano recovery ot 
dues (Rs 42 77 crores) by 16 48% as 
compared with the prov ous year 
The small scale mduslrics have been granted 
the highest ever assistance amounti-ig to 
Rs 61 69 crores during the yr>ai improving its 
relative share in the loial assistance to 82 62% 
For promoting balanced rog onal grow'h the 
Corporation channetiscd icreascd flow of 
assistance to backward areas sanctioning 
loans of Rs 39 20 crores which improved the 
relative share ol backward distrirts to 52 5% in 
the total assistance A noteworthy rise in 
assistance to No Industry Districts ot Union 
Territory of Dadra and Nagar Haveli and 
Dangs has been altained with sanction of 
loans of Rs 3 90 crores thereby doubling the 
assistance in these areas The industries 
coming up m rural areas have been granted 
loans oIRt 30 66 r rores showing a rise ot 
36 7% over the previous year 
A Business Development Cell has been set up 
during the year to provide individual 
counselling on the one hand and to 
encourage motivate and assist large groups 
ol entrepreneurs through spot guidance 
programmes door step service programmes 
etc on Ihe other The Celt has organised eight 
spot guidance programmes in coordmaixm 
with other Stale level agencies during Ihe year 
In addition the Corporation has organised 
door step service programmes in 13 certros in 
semi urban and rural areas where loans ol 
Rs 169lBkhswcitsanc1ionedto108new 
entrepreneurs _—— 


Duringtheyear Cdrporationconstauledji ^ 
Management ScruSny Committeeto 
undertake prelimtnary scrutiny ot loan 
applralnns between Rs S lakhs and Rs 15 
lakhs Insial experience of the working of this 
Committee has been encouraging from the' 
viewpoinl of making Ihe process of appr ais^ 
more expeditious 

The Corporation is participatmg in an 
Enterprises Dev ^pmenl Programme for fts 
successful assisted units in collaboratton with 
Industrial Davelopment Bank of India and 
Guiaral inttostnai & Technical Consulianc/ 
Organisation Ltd (GtTCO) Under this . 
programme profiles ol 100 successful mis 
assisted by the Corporation will be prepared^ 

Out ot whom 20 units wiH be selected lor 
preparation of corporaie development plans. 

In accordance with Ihe Corporation a policy of 
progressively decentralising its operations and 
delegating powers at apprupriste levels the 
process of upgradation ol some ol Ihe field 
offices to the stall s ot sub regonat offices is 
expected to be compieied sooa 
The Corporation which completed its Silver 
Jubilee Year during the year has served Ihe 
cause of industr al development by providing | 
financial assistance on an inueasing scale 
over the years Your Corpor3tx)n ran take 
legitimate pride in being the first SFC in the 
country to cross the landmark ol sanctioning 
term finance o'Rs 600 crores by now This 
assistance has been instrumfptal in promoting 
the develoj^ment expansion diversification > 
and rehabilitalion ot over 26 000 enterprises 
engaged in a wide variety ot manularturing 
and service activities Sustained rise in 
assistance granted to Ihe SSI sector has 
stepped up its share in the overall assistance 
ol Ihe Corporation to ils zenith vii 97% m 
terms of number and 77% in terms ot amount. 

A conscious policy for backward area 
developmeni pursued by Ihe Corporainn 
since 1970 and the mnovalive programmes 
undertaken by il have borne fruit and as the 
result the Corporation has been able to help 
promotion of over ten thousand units in 
backward districts These units have been 
provided with term finance ot about Rs 3(X) 
crores 

(Excerpts from the Speech of Chairman, 

Shri T R Agnani delivered at Ihe Twenfysixth 
Annual General Meeting of the Shareholders 
ol the Corporation held on 30 61986 al 
Ahmedabad) 

GUJARAT STAtE 

CORPORATION 

Jaidatshan Building Ashram Roa4 

-Ahmedabad 180(109, 




%mMn->Sfae 










SPECIAL ARTICLES 


Automation, Employment and Third World 


Case of Electronics Industry 

Dieter Ernst 

TTiis paper explores how computer-based automation is likely to effect international transfer of technology 
and North-South Industrial redeployment in the electronics industry and what implications are to be drawn for 
employment generation, skill formation and mdustrial policies in the Third World. 

The paper begins with an assessment of employment and skill affects of world market-oriented electronics 
manttfacturing in South East Asia during the 1970s. It then outlines how the proliferation of computer-based 
automation is already transforming the prevailing modes of internationalising the electronics industry and its 
implicatiortsfor off-shore chip assembly. In particular, the rationale underlying the recent transfer of automated 
electronics ntamtfacturing activities to a xlect number of Third World growth poles is discussed. 


I 

Introduction 

THE impsct of microelectronics on Third 
World sodetiet. particularly with regard to 
employment generation and skill formation, 
is still a very much under-researched topic 
What we do know, however, is that in prac¬ 
tically all of these societies, computers are 
being introduced to an ever increasing 
variety of social activities, and that this 
diffusion occurs in a completely anarchic 
manner, practically unchecked by any type 
of viable social control. 

As the experience of major OECD coun¬ 
tries demonstrates, job^ destruction and 
increasingly hierarchical skill patterns are 
likely to emerge on a massive scale if no 
countervailing policies are applied. In 
developing countries, the uncontrolled pro- 
lifemtion of computer power is likely to have 
even more devastating social and political 
implications. Thus, there is an urgent need 
to devise, if possible ex ante, countervailing 
tedmology policies. In other words, develop¬ 
ing countries cannot afford any longer to 
leave the introduction of microelectronics to 
the ‘Invisible hand” of gldial competition. 

The piesem article eiidores how computer- 
based automation is likely to affect interna¬ 
tional transfer of technology and North- 
South industrial redeployment in the elec¬ 
tronics industry and what implications are 
to be drawn for emidoymem generation, skill 
formation and industrial policies in the 
Third World. It begins with an assessment 
of employment and skill effects of world 
market-oriented electronics manufacturing 
in South East Asia during the 1970s. It then 
outUncs how the proliferation of computer- 
based automation is already transforming 
the prevailing modes of intemadonaliting 
the dectronics industry and itt implications 
for offshore chip assembly. The artide 
discusses in particular the radonale undedy¬ 
ing the recent transfer of automated elec- 
tronict manufacturing activities to a select 
number of Third World growth poles. It is 
shown that, due to them structural transfor¬ 
mations, deetroidci manufheturing in the 
Third Wtrid, in eodteatt to earlier periods, 
it unlUHdy to (day an impwtant role in 


employment generation. Worse still, employ¬ 
ment in the electronics industry will ^ 
increasingly characterised by a very high 
degree of instability. This applies especially 
to production facilities in the Third World 
which seem to function as a buffer against 
the extreme crisis vulnerability of this 
industry. Given the highly unequal interna- 
tiorul division of labour, structural adjust¬ 
ment in the electronics industry is bound to 
lead periodically to an underutilisation if not 
closure of production facilities in the Third 
World. This instability in turn will increase 
the pressure to rationalise by means of 
computer-based automation, the utilisation 
of capital invested in these locations, 
whether it is variable capital, i e, labour, or 
consunt capiul, in particular extremely 
expensive equipment. Consequently, even in 


periods of high demand growth and conse¬ 
quent worldwide capacity expansion, 
employment in the Thito World electronics 
industry is likely to remain flat, if not to 
decline 

II 

Employment and Skill Effecta of 
World Market-Oriented 
Electronics Manufacturing: 

Tentative Evaluation 

Distorfed Nature of EiECTRONtcs 
Manufacturing in Third World 
Since the early 1960s, the electronics 
industry has experienced a trend towards the 
redeployment of manufacturing activities 
from “classical” locations in the OECD 
region to new production sites In the Third 
World. In terms of product categones. 


Table I: Development of Offshore Investment in Various Third World Locations 
BY Major United States, Japanese and Western European Semiconductor Firms*, 1971-1979 


Country 


Number of Firms Present’’ 



1971 

1974 

1976 

1979 

East and South-East Asia 





Korea, Rep of 

6 

8 

8 

8 

Hong Kong 

1 

6 

6 

7 

Indonesia 

0 

3 

3 

3 

Malaysia 

0-2 

11-13 

13-14 

14 

Philippines 

0 

0 

1 

6-fl planned 

Singapore 

9 

10 

12 

13 

Ihiwan 

3 

3 

6 

8 

Thailand 



1 

I 

Latin America 





Brazil 

0-2 

2 

3 

S-i-3 planned 

Mexico 



12 

13 

Barbados 

0 

0 

0 

1 

Puerto Rico 



2 

3 

El Salvador 


1 

1 

2 

Medilemnean Basin 





Morocco 



1 

1 

Malta 



1 

1 

Portugal 



2-3 

3 


Notes: a The sample includes 24 United States firms (AMD Burroughs, Fairchild, General 
Electric, General Instrument, Harris Hewlett-Packard, Intel, International Rectirier, 
Intersil, ITT, Litronix, Maruman, Monsanto, Mostek. Motorola, National, Semi¬ 
conductor, Pulse Engineering, R^theon RCA, Rockwell, Ibias Instruments and Zllog), 

6 European firms (Ferranti, I^lips, Hessey, SOS, Siemens and Thomson) and 

7 Japanese firms (Hitachi. Mhsubishi, NEC, Oki, Sanyo, Ibsinba and Ibyo). 

b Each firm is counted only once in each country, even if it owns more than one plam. 
Source. Ttud, 1980, p 12. 
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. ledcployment was restncted to the assembly 
. of consumer dectromc products (calculators, 
digital watches, and electronic games), and 
^ihc assonbly of semiconductor devuxs rang 
tag (tom simple discrete devices like tran- 
^fittors to medium scale and large scale 
^Integrated circuits Electronics manufactur- 
f tag was heavily concentrated geographically 
ta a handful of countries m South East Asia 
; and a few locations in the Caribbean and 
ton the border of Northern Mexico' Perhaps 
the most pertinent feature of this redeploy 
> mmt process is that more than any other 
industry, electronics manufacturing in the 
"Thud World (with the possible exceptions 
: of Brazil, South Korea and India) has been 
^ largely subordinated to the requirements of 


the “worldwide sourcing” strategies of 
multinational firms (particularly those based 
in the United States) in then search for low- 
cost production sites and a docile female 
labour force 

Thble 1 displays the historical pattern of 
offshore investments in various Thud World 
locations by US, Japanese and roultmational 
semiconductor companies in the 1970s 

Ikbte 2 documents that, until 1980, the 
electromcs industry in Asia (outside J^ian) 
has predominantly focused on consumer 
applications In tact, even in the four leading 
(u^ucer countries of that region (South 
Korea, Ihiwan. Hong Kong and Singapore) 
entry into product categories outside con¬ 
sumer dectromcs had been very lunited The 


Ihble reveals a comparauvely low levd of 
technological devdopment and a truly 
outstanding dependence on exports, rang¬ 
ing from a minimum of 70 per cent m South 
Korea to more than 90 per cent m Hong 
Kong Finally, it provides ample evidence of 
the predominant role which foreign invest¬ 
ments (mcluding joint ventitiea) jriayi in 
practically all countries except Hong Kong 
and Sri l^ka ^ 

Given Its distorted nature; what have been 
the development effects of this particular 
type of export-oriented industrialisation? 
T^tionally, five mam beneBts have been 
claimed by . roponents of this sfrategr 
—It would help to absorb unskilled labour, 
—It would considerably improve the balance 


Tabli: 2 Elec tronics Industry in Asia—Some Basic Charscteristics, 1980 


Country 

Production 

Composition 

Per < ent Dependence 

Number 

Dependence on 

Stage of 


(Million S) 



on 

of 

Foreign Investment 

Development 





Exports/ 

Workers 







Production) 
(Per Cent) 

(1000) 



Korea 

3,300 

consumer appliances 

40 

70 

180 

23 per cent (30 per 

exports base for 



industrial appliances 

10 



cent including joint 

consumer electronic 



components 

50 



ventures) 

appliances and 
components 

’Ikiwan 

3,200 

consumer appliances 

45 

80 

230 

45 per cent (includ 

export base for 



industrial appliances 

6 



mg joint ventures) 

consumer eleciromc 



components 

49 




appliances and com 
ponent parts 

Hong Kong 

2,000 

consumer appliances 

68 

more 

90 

approx 10 per cent 

export base for low- 



industrial appliances 

2 

than 



to medium priced 



components 

30 

90 



consumer delctromc 
appliances 

Philippines 

320 

63 per cent com- 


90 

34 

extremely high 

export base for 



ponents otherwise 





components and 



mostly for consumer 





assembly base for 



appliances 





electronic apphances 
for local market 

Singapore 

1,830 

consumer appliances 

39 

90 

66 

extremely high (more 

export base for eon- 



mdustnal appliances 

2 



than 80 per cent of 

sumer etcctronic 



components 

39 



total production) 

appliances (depen¬ 
dence on imported 








components more 
than Kewea and 
liuwan)' 

Indonesia 

341 

more than 70 per 


2 

43 

high (foreign mvest- 

assembly tase for 



cent for consumer 




ment is restricted to 

dectromc appliance 



appliances 




some areu but most 
producers are receiv¬ 
ing technical 
assistance) 

for local market 

Malaysia 

990 

90 per cent 


75 

61 

extremely hqdi (more 

export base for loir- 



components 




than 90 per cent of 

to-medium period 







the total production) 

consumer electronic 
appliances and some 
components 

Thailand 

106 

90 per cent of 


to 

40 

extremely high 

assembly bate for 



consumer appliances 





dectromc apphances 








for local market 

Sn Lanka 

bale 

small inoduction 


0 

NA 

low 

assembly base of 

1 


of radios 





some dectronic 
apphaaccs for local 
market 


Sourer Journal of-Asia EltctronKS Umon. July 1982 Excluding India, Pakistan, Bangladeth and China 
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of psyments and the availability of foreign 
exctenge; 

—it would act as a vehicle for transferring 
skills and technology; 

—and, ruially, by contributing to a “modern¬ 
isation*’ of the economy, it would help to 
reduce economic dependence and in- 
subility over the long-term. 

In what follows, we will focus on employ¬ 
ment generation and the transfer of skills 
and technology and discuss the available, 
albeit limited evidence of whether or not 
export-oriented electronics assembly has 
delivered the expected results.’ 

Direct Empu)yment Effects 

Thble 3 summarises the scattered informa¬ 
tion available on employment in the Asian 
electronics industry during the 1970s. The 
Ikble shows that employment in the Asian 
electronics industries incre<i',ed considerably 
throughout the 1970s It does not disclose, 
however, that practically all of these jobs 
were generated in consumer appliances and 
components assembly with low-skill, low- 
paid female labour clearly predominating 
Nevertheless, at first sight it seems that 
electronics has made an important contribu¬ 
tion to employment generation (see column 
3).^ Yet this contribution must placed in 
the proper context. First, the very high 
figures for Hong Kong and Singapore reflect 
their status as city states'relying, by defini¬ 
tion, almost exclusively on urban services 
and industrial jobs. In both territories spatial 
constraints limit resource-based heavy 
industries to a minor role. Industrial manu¬ 
facturing basically consists of textiles and 
clothing, consumer appliances of ail kinds, 
and “screw-driver-technology” assembly 
work. Available evidence rev^s that untU 
the end of the 1970s, practically all of the 
jobs in the electronics industry vrere very 
simple and extremely volatile occupations in 
consumer applications and components 
assembly. Second, South Korea and Hdwan, 
which also show quite high percentage 
shares, are subject to similar quajiflcations, 
at least until the early 1980s. 


Third, in all of these four alleged success 
cases. It will prove difficult to sustain the 
preceding decade's growth of elearonics 
jobs. In fact, high shares of electronics 
employment in the overall industrial labour 
force were a reflection of the very high 
labour intensity prevailing earlier in the 
assembly of consumer appliances and com¬ 
ponents. In the meantime, computer-based 
automation and new approaches to design 
and packaging technology have already fun¬ 
damentally changed the economics of chip 
assembly, leading to sky-rocketing capital 
intensity and considerably lower levels of 
labour intensity. 

Thus, a more careful reading of the sketchy 
information contained in Ikble 3 leads to the 
conclusion that jobs in electronics manufac¬ 
turing at best will make only a marginal con¬ 
tribution to reducing the all-pervasive mass 
unemployment of Third World societies. 
Column 4 in fan demonstrates that, with the 
exception of Hong Kong and Singapore 
(where, due to a lack of agricultural 
hinterland, unemployment has not been a 
major concern), there t$ only one country 
(Iktwan) where employment in the elcc- 
tromes inddsiry exceeds 2 per cent of the 
active population. In the more populous 
countries. South Korea, Malaysia and the 
Philippines, on the other hand, direct 
employment effects of the electronics 
industry have been negligible. Thus, op¬ 
timistic projections on the employment 
effects of the electronics industry in the 
Third World should be treated with 
scepticism. 

INDIRECT EMPIjOYMENT EFFECTS AND 
INTER-INDUSIRIAL iNIEORATtON 

Offshore chip assembly could also lead to 
indirect employment effectji. Multiplier 
effects, for example, could materialise if 
foreign assembly operations stimulated the 
growth of industries that would use the 
assembled components in exports of other 
electronic products or in products sold in the 
internal market. Further, at least in princi¬ 
ple; one could expect such indirect employ¬ 


ment effects if backward linkages were 
established with materials and equipment 
producers. 

At least until the early 1980s, there was 
virtually no scope for su^ indirect employ- 
mem effects because of the extreme ‘bndavef* 
nature of offshore electronics manufactur¬ 
ing. This was the case even in Singapore; 
where the integration of the components 
industry into a local electronics equipment 
industry is most advanced, and which, 
together widi South Korea, is widely credited 
with a forward-looking industrial policy. In 
1979, local sales in Sngapore constituted less 
than 13 per cent of component production, 
and about 17 per cent of all electronics out¬ 
put.’ In addition, foreign (most majority- 
owned) affiliates of multinational corpora¬ 
tions dominate employment in most of the 
Asian electronics industries. In Singapore 
for instance roughly 9S per cent of employ¬ 
ment and of output in the electronics 
industry are accounted for by multinational 
firms* With regard to US affiliates, it 
seems likely that at least half the electronics 
employment in Singapore and MaliwsUi, and 
perhaps a quarter of electronics employmem 
in Hong Kong and Iktwan, was associated 
with US subsidiaries.’ With such a high 
share of electronics employment depending 
on the strategies of foreign firms, there is 
every reason to be concerned about the 
viability of such jobs. 

Opportunity Costs of Export- 

Oriented ELECTRONICS ASSEMBLY 

If it cost nothing for a developing coun¬ 
try to shift resources to assembly activities, 
then mo't of our arguments would hardly 
matter. Yet, “... shifting . . workers and 
fixed infrastructural or industry-specifle 
investments are costs to the economy when 
demand falls in the industry in which those 
resources are employed. Wuiation m the level 
of output imposes costs on an economy, and 
the stability of demand is a factor with 
economic value when the return on resources 
committed to an industry is calculated.’’* 
Consequently, a developing country that 


Table 3; Employment in Asian Electronics/Industries—Selected Indicators, 1970-1979 


Country 


(I) 

Employees in Asian Electronics Industries 
(thousands) 


(2) 

Active 

Population 

1979* 

(Millions) 

(3) 

Per Cem 
of Labour- 
Force in 
Industry 
1979 

(4) 

Per Cent 
of Active 
Popula¬ 
tion 

1979 

1970 

1971 

1972 

1973 

1975 

1979 

Korea 

na 

na 

na 

86 

na 

180 

231 

30 

0.78 

Ikiwan 

na 

na 

na 

99 

na 

230 

10.6“ 

27“ 

2.17 

Hong Kong 

37 

43 

41 

na 

na 

94 

3.3 

57 

2.85 

Singapore 

11 

na 

27 

24 

32 

67 

1.6 

38 

4.19 

Mala^ 

6 

7 

na 

na 

na 

35 

72 

16 

077 

Philippines 

na 

na 

na 

na 

21 

33 

30.1 

17 

012 


iVoteK na » Not availableL 

a « Between the ages of flfteen and sixty-four, 
b • Figure fbr 1977. 

Sourer Calculated ami rearranged after Ikble 32S of Flamm, K: Tmmnationalisation in the Semiconductor Industry’, in Gninwald and Pbumm 
ms, p 111. 
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^locates a significant share of its labour 
force and its capital in an electronics 
industry assembling semiconductor devices 
for export, may face a severe cost when the 
world business cycle moves into a trough. It 
has been claimed however that this type of 
economic instability is more a problem for 
the US economy than for South East Asian 
offshore countries. “Iromcally, business- 
cycle swings have had much more drastic 
effects on the home industry than on opera¬ 
tions abroad, since firms are inclined to shut 
' down their higher-cost home operations 
when rationalising opermions"* This is not 
^ invariably the case. For example, when 
Mostek, the United Ibchnoiogy subsidiary 
based in Carrollton, Texas, laid-off workers 
in 198S, it fired SOO of its S,400 production 
> employees in Texas (i e, 9.3 per cent), and 
another 120 of 350 people employed in 
Colorado Springs (i e; 22 per cent), adding 
up to 620 lost jobs in the United States, its 
h^-6ffs in Malaysia were much more drastic, 
involving cutbacks of 600 out of 2600 
workers in Penang (i e, 23 per cent) and 400 
, out of a workforce of 700 in Kota Bharu (i c; 
37 per cent), altogether nearly a third of its 
previous Malaysian workforce 

Structural Tran&i-okmaiion and 
EMPLOYM fcNT IN Asian Electronics 

INDUSTRY: CASE OF SINGAPORE 

, The dectronics industry in Asia today is 
undergoing important structural changes. 
, While tradition^y focused on consumer ap¬ 
plications, there are now signs that industrial 
electronics will gain considerably in impor¬ 
tance: This would apply mainly to computer 
hardware—1 c: cent^ processing units, com¬ 
ponents and periphery equipment such as 
terminals, monitors, disk drives and printers, 
.but also to some types of telecommunica¬ 
tions equipment and industrial automation 
equipment. 


Ihble 4 indicates how the Asian Newly- 
Industrialising Countries (NICs) are plan¬ 
ning a major thrust into the production and 
export of industrial electronics. As a result 
of these plans, Tiiwan, South Korea, 
Singapore, and to a lesser degree, Hong 
Kong, are likely to become leading exporters 
of computer parts and peripheral equip¬ 
ment. While in 1982, exports of computer 
hardware originating from these countries 
were still insignificant (in none of these 
countries did they exce^ $ 300 million), 
within a few years, computer equipment is 
expected to become a S 1 billion-a-year 
export industry in each of these countries. 

Already, there are initial signs of how 
various activities are iikely to be divided 
between different locations in the region: 
Ihiwan and South Korea are expected to 
become two of the world’s leading terminal 
and monitor exporters, Singapore a major 
supplier of disk drives, and Taiwan, South 
Korea and Hong Kong could expect to play 
a considerable role in the expanding world 
market of personal computers." 

In order to proceed with such a strategy 
of increasing the share of industrial elec¬ 
tronics, basic changes are required, not only 
in the product mix and in production 
technologies, but also in the organisation 
and strategies of the firms involved as well 
as in the overall structure of the local elec¬ 
tronics industry Such structural transforma¬ 
tion which seems to be well under way in 
Singapore, South Korea and Ikiwan, is 
bound to influence the electronics industry’s 
occupationai structure and skill require¬ 
ments and its capacity for net employment 
generation. In what follows, we will discuss 
these issues for one particular country, 
Singapore, whose government has been one 
of the most fervent proponents of this type 
of ‘modernisation’ strategy.'^ 

As a result of its rapid growth during the 


1970s, the electronics industry today plays 
a predominant role in the Singapore 
economy. Already by 1979, it had overtaken 
the petroleum industry as the largest single 
industry in terms of value-added. In 1980, 
the electronics industry presented 7 per cent 
of GNP, 20 per cent of the manufacturing 
industries’ value-added and 20 per cent of 
total exports. Has the electronics industry 
helped Singapore's labour market strengthen 
Its capacity to generate viable industrial 
jobs? 

Ikbie 3 displays basic information on 
the sectorial structure of employment. It 
demonstrates that the number of employees 
working in the electronics industry has 
rapidly increased throughout the 1970^ and 
that in 1980 the industry absorbed 7 per cent 
of the total active population and 23 per cent 
of the industrial labour force. 

In the meantime: the elearonics industry’s 
capacity to absorb additional labour has 
drastically decreased. A survey conducted 
between November 1980 and January 1981 
m fact concluded that" .. the total number 
o< workers in the electronics industry is 
unlikely to increase further at high growth 
rates’’.'^ As Ihble 6 indicates, the surveyed 
companies planned to increase their overall 
employment by less than 3 per cent. 

In other woi^s, the employment genera¬ 
tion capacity of the Singaporean electronics 
industry, which appeared quite robust during 
the 1970s, has been under heavy pressure in 
the early 1980s. Since the 1979 recession, par¬ 
ticularly, important structural transforma¬ 
tion have occurred in the nature of elec¬ 
tronics manufacturing in Singapore which 
have modified the amount and the structure 
of employment required in the industry. 

Ihble 7 reveals that the output per worker 
of the electronics industry—most probably 
as a result of the combined effects of an 
increasing capital and skill intensity of the 


Table 4: Rush into Industrial Electronics-Proiections for the South East Asian Electronics Industry. Around 1982-1983 



Country 

At Present 

Projeaion 


D) Share in overall electronics production 
' _ Output of industrial electronics (i) [pn emt] 

Taiwan 

8 (1979) 

27 (1989) 

(- S 3.6 billion 

Total electronics produaion 

South Korea 

12 (1982) 

20(1M6) 

out of S 13.3 
bilUon) 

(2) Share in overall electronics exports 
_ Exports of industrial electronics fper cent] 

Singapore 

3.2 (1982) 

31 (1991) 

20(1990) 


Ibtol dectronics exports 
(3) Shore of new investment commitments in 
industrial elearonics 

_ New investment into industrial elearonics produaion (per cent! 

1 Overall new investment commitments of the electronics industry 

Singapore 

44 (1982) 




, ' II ......I..I—... ..... 

: ^SawceK Ihiwan—Council for Economic Planiiing and Development: South Korea—Ministry of Commerce and Industry; and Singapore—Economic 
Development Board (EDB). 

“Industrial Electronics” covers a great variety of computerised machinery, for which a consistent categorisation does not yet exist. Main 
segments include: computer hardware, i e, central processing units (CPUs), components and peripheral eqidproent. such as terminals, 
monitors, dire drives and printers; tekcommunJcaiioa equipmm; factory automation eguipment, ranging from stand-idOAe Nd madliaes 
to computer-aided design (CAD), computer-aided-manttfacturing (CAM), and computer-integrated4imufhctiifiiig (CIM) systems; tffflee 
automation equipment, ranging from word processing equipment, desk top computers to Integrated office automaffcA systems. 
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production processes—is expected to rise 
considerably in 1981. In other words, since 
the late 1970s, electronics manufacturing in 
Singapore has . entered into a new phase 
of qualiutive rather than quantiutive 
growth .. and its capacity to absorb 
cheap unskilled labour has been drastically 
reduced. Ihble 6 in fact shows that in the 
future, demand for tabou'* will focus pre¬ 
dominantly on engineers and technicians, 
providing fewer new jobs than the total 
number of jobs displaced. Overall, increas¬ 
ing mechanisation and automation has 
created a significant shortage of engineers 
and technicians while low-paid, unskilled 
occupations have been displaced on a signifi¬ 
cant scale 

While it is problematic to generalise from 
the experience of one particular country, it 
is obvious that, for other developing coun¬ 
tries in Asia, employment perspectives are 
likely to be even more negative than for 
Singapore. In fact, while Singapore, as a 
result of its small size and its fairly effec¬ 
tive planning bureaucracy, might at least bq 
able to capture some of the “positive" 
employment effects in teims of engineering 
and technical occupations, other countries 
like Malaysia, the Philippines, Indonesia and 
Thailand, are unlikely to follow suit. For 
even if there is room for continued assembly 
operations in these couiltries (which we will 
argue is most likely to be the case), they will 
be increasingly automated. This in turn im¬ 
plies a drastic reduction of low-skill job 
opportunities, combined with a dramatic 
increase in the investment outlays required 
per new job created. Thus, export-oriented 
electronics manufacturing which once used 
to be perceived as an easy road to rapid 
employment generation, today is unlikely to 
fulfill this function, even if net investment 
in such activities increases. 

Chip assembly: vehicle for Effective 
Transfer of Technouxiv? 

In principle, foreign direct investment in 
chip assembly could lead to a transfer of 
technology on various levels. First, through 
different torms of training and education 
It could help to upgrade the skills, the 
knowledge, and, most importantly, the 
learning capabilities of the workforce 
engaged in assembly plants and in com¬ 
plementary local vendors, such as plastics 
companies and machine shops. Second, by 
transferring increasingly complex products, 
processes and machines, foreign direct 
investment could initiate a process of 
learning-by-doing, picking-up feedback 
information on actual performance and 
maintenance requirements, and thus secur¬ 
ing a gradual strengthening of reproductive 
and adaptive engineering capabilities. Third, 
national entrepreneurs, engineers and 
workers could take a more aggressive stance 
on technology acquisition, for instance by 
“reverse engineering” imported machinery. 
If supported by a rdiablc “technology 


acquisition infrastructure", this could help 
selectively to improve the host country’s 
capacity to reproduce, adapt, and further 
develop imported products and process 
technologies. 

So far, however, export-oriented chip 
assembly has played a very minor role in 
establishing an effective transfer of 
technology to developing countries. For the 
great majority of the workforce^ skill 
requirements have been quite low, and train¬ 
ing has been of a rather casual nature. 
Furthermore, prevailing modes of organis¬ 
ing chip assembly treat human opcratois 
more as a nuisance than (at least potentially) 
as a precious force of production.Thus, 
with but a few minor exceptions, manage¬ 
ment IS hardly inclined to improve the skills, 
knowledge and learning capabilities of its 
assembly production workers. 

Second, while the increasing complexity 
of the products assembled, of the equipment 
used, and of the operations performed in 
offshore plants has been raising the 
technological level of such activities, only in 
a very select number of cases has this been 
translated into viable reproductive and adap¬ 
tive engineering capabilities. There are a 
number of reasons involved. The most 
obvious ones relate to weakness of the cur¬ 
rent educational and research infrastructure 
which constrain the scope for policies to 
generate adequate technical and engineering 
skills. What really matters, however, is that 
foreign firms engaged in automated chip 
assembly require only very small numbers 
of skill^ technical personnel to run such 
equipment. So far, a demand for technical 
skill immediately on the spot has only 
emerged for maintenance tasks. Program¬ 
ming automated assembly equipment is still 


done predominantly in the US and Japan. 
It could be hypothesised, however, that this 
is an area u'here pressure is likely to increase, 
particularly from governments in South 
Korea, Ihiwan and China,'* to lift the 
barriers to such a transfer. In fact, given the 
low cost of programmers and systems 
analysts in some of these countries, it might 
also make sense for US equipment firms to 
transfer and upgrade knowledge required for 
programming automated assembly equip¬ 
ment, and to increase the share of such pro- 
giamming executed at offshore locations. 

Finally, a third area where automated chip 
assembly requires skilled labour is the design 
of such equipment. So far, US and Japanese 
semiconductor equipment firms alike have 
treated this activity as strategic proprietary 
knowledge, and thus have tried to keep it 
under strict control. Rigid policies of not 
transferring design know-how might have to 
be modified however in the not too distant 
future. One reason would be the increasingly 
severe “human capital trap” confronting in 
particular US and Western European firms. 
In addition, increasingly aggressive require¬ 
ments, particularly by some South East 
Asian and Latin American governments, 
and new technological developments in the 
Held of design automation might further 
add to a softening of this particular policy. 
Such developments, however, most probably 
require at least a decade to evolve. 

What matters even more is that knowledge 
of assembly technology is of only limited 
relevance for waver fabrication, let alone for 
the crucial areas of chip and systems design. 
In other words, even if there were a signifi¬ 
cant transfer of technology, it is doubtful 
whether this technology, on which vast 
capital and human resources have to be 


TabieS: Singapore-Sectoriai Structure of Employment, 1970-1980 


Active Population (1,000) 

1970 

1973 

1979 

1980* 

(a) Total 

6 S1 

834 

1,021 

1,077 

(b) Manufacturing industries* 

121 

192 

267 

287 

(c) Electronics 

11 

32 

67 

74 

(d) Wearing apparel/textiles. 





leather footwear 

20 

32 

42 

40 

(e) Transport equipment 

1 « 

30 

28 

31 

Notes : a preliminary 





b excluding granite quarrying. 





Sources: Yearbook of Statistics, Singapore 1979-80, 

Department of Statistics, Economic 

Development Board, Singapore 1980. 




Tabli 6 : pROJtf iFD Changes in Employmfni SraucrunF or SiNt.Ai*ORi:AN 

Ellctronics Comfanifs. 1980-81 



Category 

1980 

1981* 

Difference 

Growth Rate 





(Per Cent) 

(1) Total number of employees 

29,542 

30,410 

868 

2.9 

(2) Number of engineers 

732 

800 

68 

9.3 

(3) Number of technicians 

1.378 

1,490 

112 

8.2 

(4) Number of engineers and technicians 





with substantial R & D aaivities 

170 

205 

35 

20.1 


Note : a Projections of companies. 
Sourer. Hillebrand et at, 1981, llible 17. 
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spent, am be particularly usetul in directing 
l^icy towards identifying and implementing 
priority applications for microelectronics 

III 

Tosvanla Nesv Forms of Inter* 

nationalisation in Electronics 
Industry 

Impact of Computer-Based 
A urOMATION 

The emergence of a new generation of 
flexible and integrated automation tech¬ 
nologies (computer-aided design systems, 
computer-numencaJ-control units, industrial 
robots and flexible manufacturing systems) 
would have been impossible without recent 
developments in microelectronic hardware 
and softwaie and in complementary inter¬ 
face technologies such as sensor and trans¬ 
mission technologies. In fact, as micro¬ 
processors, memories and input-output 
devices have become increasingly posverful, 
computer, communication and control 
technologies which used to be strictly 
separated, are being increasingly linked into 
integrated information systems. This implies 
that, for the first time, the most crucial yet 
intangible production inputs, i e, informa¬ 
tion and knowledge, can be generated, linked 
together, transformed and communicated 
practically at random. This development is 
- likely to increase the scope for automating 
industrial manufacturing and complemen¬ 
tary services drastically. 

While manufacturing traditionally was 
geared to achieve factor savings by sacrific- 
, ing product-line flexibility to economies of 
’ scal^ the new generation of computer-based 
automation systems will allow firms to 
reconcile these conflicting objectives and 
thus open new paths to regain profitability. 
As a result of these developments, com- 
^ puterised automation systems are expected 
j to transform the economics of many types 
' of industrial manufacturing involving both 
’ mass and ba)ch production. In particular, 
^ computer automation is supposed to in- 
crease the flexibility of machines, decrease 
. the complexity and vulnerability of produc¬ 
tion structure, improve the productivity of 
capital and widen the scope for interna- 
. tionalising industriai production.'^ 

Though today computer-based automa¬ 
tion in the electronics industry b still applied 
in a piecemeal fashion, integration seems 
feasible within the next fifteen years. 
However, even the present level of automa¬ 
tion has imposed radical changes on the 
prevailing modes of designing and manufac¬ 
turing semiconductors, computers and elec- 
. tronics consumer products. In all of these 
sectors, computer-based or programmable 
automation will be a key to Competition in 
' the t980s. Firms that succeed in developing 
^viable automation strategies will profit in a 
[ number of ways. Automation in particular 
fsvill allow them to produce in a flexible 


manner better quality produces at lower 
prices. Furthermore, due to the very high 
costs of automation, only the most power¬ 
ful Arms (particularly the captive ones) can 
afford it. These firms thus can use automa¬ 
tion as an instrument of oligopolistic com¬ 
petition, locking out potential newcomers to 
the market. Less powerful firms unable to 
afford automation will quickly lose their 
market shares. Sooner or later, they will be 
forced into small market niches or out of 
business altogether 

The semiconductor industry, for example, 
was once characterised by a high degree of 
labour intensity, but currently is experiencing 
sky-rocketing capital cost and a dramatic up¬ 
surge in capital intensity. As integrate 
circuits have become ever more complex, 
the costs of design and equipment base 
exploded. Currently, the industry rule-of- 
thumb is that the design cost per gate is 
about $ 100; since state-of-the-art chips nor¬ 
mally have as many as 10,000 gates, the 
design cost for each device approximates $ 1 
million. With available process technologies, 
it may well be possible to make chips with 
one million gates within a few years; design 
costs for such devices will be extraordinarily 
high. An integrated circuit with a density of 
one million gates would require more than 
ISO man-years and at least ten calendar years 
to develop.’* 

The capital costs of equipment—litho¬ 
graphic systems, ion implantation techniques 
and ever more complex automated testing 
equipment—have also dramatically increased. 
Thble 8 documents the high costs of litho¬ 


graphic equipment and reveals the expanding 
minimum investment requirements for soni- 
conductor production. 

Faced with rapid increases in the capital 
intensity of semiconductor manufacture, 
senuconductor firms have been under 
tremendous pressure to pursue vertical 
integration on a world-wide scale. Conse¬ 
quently, new forms and mechanisms of the 
internationalisation of production and com¬ 
plementary services are evtdving in the elec¬ 
tronics industry.'* At the same time, off- 
^ore electronics manufacturing in develop¬ 
ing countries has been experiencing major 
structurai transformations, which, for the 
most part, have been neglected in present 
discussions on future redeployment pos- 
siblities of this industry. 

in the semiconductor industry for in¬ 
stance, new production sues have been 
emerging rapidly and new actors have 
entered the stage. Thus the “rules of the 
game” characterising the industry today are 
very different from those of earlier periods. 
Yet, most of these changes have been largely 
unnoticed, at least outside the inner circles 
of headquarters management of major 
firms, and attempts to analyse the interna¬ 
tional restructuring process for this industry 
are still to a large extent based on hypotheses 
drawn from the experience of the 1960s 
and the early 1970s. Due to the changing 
economics of semiconductor manufaaur- 
ing, the nature oi offshore chip assembly no 
longer corresponds to the methods and 
structure prevalent even Five years ago. The 
introduction of new technologies to automate 


Table 7- Proiected Chances in Output Per Worker in SiNCAPORr’s 
Electronics Industry. 1979-1981 
(In Thousands of Singapore $) 


Output per worker 

1979* 

Year 

1980'’ 

1981*’ 

(1) Ail surveyed companies 

61.2 

63.0 

72.0 

(2) Components manufacturers 

63.2 

64.0 

77.0 

(3) Manufacturers of consumer electronics 

59.6 

62.0 

67.0 


Notes : a Figures for 1979 refer to the electronics industry as a whole and are taken from the 
Census of Indusinal Production, Singapore, 1979. 
b Estaimates and projections of companies. 

Source : Hillebrand et al, Ihbie 9, p 23 


Table 8: Cost Increases for Lithography 


1 ithographic Systems 

Line Width 
(Micrometers) 

Throughout 
(Wafers Per 
Hour) 

Approximate 
Cost Per 
System 
(in $) 

Approximate 
Capital Require¬ 
ment for Produ¬ 
ction Capacity 
of 1.000 Wkfers 
Starts Per Wrak 
(inS) 

Light 

Contact printing 
Piojeaion 

10 

60 

15,000 

30,000 

2-5 

60 

240,000 

400,000 

Direct-step-on-wafer 

1-2 

30 

480,000 

1.6 miUion 

Electron-beam 

0.5-1.0 

6 

1.5 million 

23 million 


Source: US Congress, Office of ibehnoiogy Assessment, November 1983, p 80. adapted frm 
A J Stein, J Marley and R Mallon; "The impact of VLSI ontlw AutomotdkMTbOMiraw", 
VLSI Electronics; Microstnicture Science; Val 2, New kbrk 1981, p 293- 
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chip assembly has played an important 
role—but a somewhat different one than was 
expected by early observers. 

CHANGES IN Geographic Location 
Patterns^ 

Not so long ago it seemed that relocation 
back to the North was the most obvious im¬ 
plication of automation for offshore plants. 
But reality has not conformed to this rather 
simplistic prediction. It is now possible 
to identify four distinct trends in the 
international location of semiconductor 
manufacture. 

First, locational shifts have occurred 
among major OECD countries mainly bet¬ 
ween the United States, Japan and a few pro¬ 
duction centres in Western Europe. Until the 
early 1970s, inter OECD investment flows 
consisted mainly of investments by US firms 
in Western Europe which were geared to the 
computer industry and to serving govern¬ 
ment procurment markets in the military 
and the telecommunications sectors. Since 
then, three location trends have gained in 
importance: a move of West European and 
Japanese firms into US locations; increasing 
Japanese investment in Western Europe; and 
after 1980, recent shifts of US investment to 
Japan 

Second, there have ajso been loeational 
shifts from the centre to the periphery of the 
OECD region, particularly to Ireland, 
Scotland and Wales This has involved 
predominantly investment by US and 
Japanese Firms aimed at supplying the 
European and Middle East markets. 

Third, in the classical “export platform” 
countries in South-East Asia, i e, Singapore, 
South Korea. Thiwan, Malaysia and Hong 
Kong, there was a period of stagnation in 
which little new investment occurred bet¬ 
ween 1974-75 and 1978. This has been 
folloived by the first attempts on the part of 
semiconductor multinationals to engage in 
more capital-intensive and integrated pro¬ 
duction activities. 

Finally, there has also been a relocation 
from the original offshore sites in the 
NICs to new locations in the Philippines, 
Thailand, Indonesia, the Caribbean Basin, 
China, and Sri Lanka. These new operations 
have been restricted to the assembly of 
mature components and, in some cases to 
final testing. Interestingly, both types of off¬ 
shore sites have been characterised by rapidly 
increasing levels of automation. 

ITius since 1975, the bulk of international 
investment of semiconductor manufacturers 
went to locations within the OECD region. 
Throughout the 1980s, redeployment among 
locations in the US, Japan and Western 
Europe it likely to ^minate the interna¬ 
tionalisation of thb industry. Redeployment 
to Third World locations, however, has Cer¬ 
tainly not ceased. New actors and produc¬ 
tion sites have emerged and the first signs 
airt^y e^ of a new lllerarchisation 


between different types of Third World 
locations. 

TRANShORMATlON OT OHSHORf. 

CHIP ASSEMBIV 

Offshore chip assembly has experienced 
major changes since the mid-1970s- net 
capacity investment into offshore assembly 
lines has been slowing down, while rationali¬ 
sation investment has accelerated; employ¬ 
ment figures in practically all offshore loca¬ 
tions have been stagnating, if not declining; 
output and export figures continue to rise 
for all major offshore locations; and the 
value-added in offshore manufacturing 
which initially increased annually until 1973 
has been declining since. Fot instance, 
whereas the dutiable value of US semicon¬ 
ductor imports from developing countries in 
1976 was 54.3 per cent, this had declined to 
36.9 per cent by 1980.*' 

A number of future trends deserve par¬ 
ticular attention. The decline of value-added 
in offshore chip assembly is a direct reflec¬ 
tion of the fundamental changes in the 
economics of semiconductor manutactur- 
ing. IVadItionally, automation focused on 
wafer fabrication and on design and testing. 
Assembly, on the other hand, up to the late 
1970s at least continued to rely on manually 
operated equipment or, at most, on stand¬ 
alone pieces of semi-automated equipment. 
Consequently, the value generated at the 
“front end" of semiconductor manufactur¬ 
ing grew relative to the value generated in 
assembly. Developing countries should 
interpret this decline as a warning signal that 
future strategies to transform offshore 
assembly into an integrated electronics 
industry might encounter severe constraints. 
Whether or not the value-added in offshoie 
locations will increase is a factor of crucial 
importance both for the employment and 
for the viability of strategies to successfully 
integrate these activities with overall 
industrial production. 

Since early 1983, capacity investment into 
offshore chip assembly, and to some degree 
also into offshore final testing, has again 
started to gather momentum. In a situation 
of rising excess demand, where existing 
assembly capacity world-wide is run at full 
speed, a new round of assembly plant con- 
.struction has commenced in all major off¬ 
shore locations. Nevertheless, automation 
will remain the core issue in future <*$sembly 
strategies. According to a recent review, a 
clear trend towards automated chip assembly 
can be discerned; most purchases of bonding 
equipment relate to automated machines (67 
per cent). 20 per cent to a combination of 
manual and automatic bonders while only 
13 per cent are geared to manually operated 
machines. 

Finally, while ftom 1980 to 1982 gnwth 
rates of offshore output and exporu i^Iined 
as a result of world-wide surplus capacities, 
they have increased again since eaily 1983 


with demand exploding for all types of ICs, 
and in particular tor memories and micro¬ 
processors under such conditions, even 
assembly'lines based on outdated manual 
equipment have a fair chance to participate 
in growing sales. 

It should be recalled, however, that 
semiconductor manufacturing, historically, 
has always experienced intense periods of 
feast and famine It is in this context that 
production facilities in the Third World seem 
to have their most important function, i e, 
as a buffer against the extreme crisis 
'vuinerability of this industry. Given this 
highly unequal international division of 
labour, stiuctural adjustment in the semi¬ 
conductor industry is bound to lead periodi¬ 
cally to an underutilisation if not closure, 
of production facilities in the Third World. 
This instability in turn increases the pressure 
to rationalise, by means of computer-based 
automation, the utilisation of capital in¬ 
vested in these locations. 

1 \ 

Automation and Industrial 
Redeployment: Complementary 
Processes Rather than 
Aiternativeh 

It seems safe to assert that the issue of 
immediate concern is not so much the 
possibility of outright relocation of 
industrial activities from the South, par¬ 
ticularly some Latin American and South- 
East Asian NICs, back to the OLCD legion. 
Manufacturing of semiconductors in the 
Third World will continue to expand, albeit 
restricted to a iairly small number of 
“exclusive’ production sites—and restricted 
to certairt product families and to those 
specific stages of production which are not 
essential for exercising systems control. Fur¬ 
thermore, at least some segments of com¬ 
puter manufacturing are likely to be increas¬ 
ingly transferred to South-East Asian 
locations. 

One obvious reason for the expansion of 
offshore activities relates to the already 
very high degree of internationalisation 
characteristic of contemporary electronics 
manufacturing. In fact, inside almost any 
electronics product—whether it is a computer 
or a consumer item—components can be 
found which have been made in more than 
a dozen factories in at least half a dozen 
countries. Even one subassembly may be the 
result of an odyssey 

Given this high degree ot internationalisa¬ 
tion, and in particular the prominent role 
played by South-East Asian locations, a 
rapid retreat to less internationalised modes 
of electronics manufacturing is hardly con¬ 
ceivable. Considerable amounts of time and 
money have been invested to design, construct 
and consolidate international sourcing, pro¬ 
duction and marketing networks. Further¬ 
more; painful adaptations had to be imposed 
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on existing organisational structures and 
management strategies which are not easily 
revoked or discarded 

In other words, a retreat from existing 
levels of internationalisation involves 
subsuntial costs, both in terms of closing 
existing plants, reshuffling supply and 
marketing networks, and in terms of bcneflts 
forgone which could be reaped once higher 
stages of internationalisation had been 
achieved Thus, the mobility of capital 
invested during previous rounds of interna 
bonalising electronics manufacturing is 
likely to be much lower than originally cx 
pect^ Consequently, firms are likely to 
increase rather than decrease their degree of 
internationalisation 

The effects of rapid oligopolisation rein 
force the international strategies of the 
industry In the US semiconductor industry 
for instance, of the ten major firms only 
two can still claim the status of formal 
independence all the others are, to one 
degree or another, integrated into huge, 
highly diversified conglomerates In fact 
such conglomerates currently dominate 
practically all major sectors of the elec¬ 
tronics complex, and their criteria tor inter 
national allocation hardly ever coincide with 
the simple “relocation back to the North” 
formula ^ 

On the other hand, some major US semi 
conductor manufacturen are constructing or 
have already established highly automated 


VLSI assembly lines (for both memory and 
logic circuits) onshore in the United States 
Ihble 9 presents evidence on major new 
assembly projects in the US 

The Ihble shows that, at least in the cases 
of Motorola and Intel, the move into 
automated onshore assembly and final 
testing can by no means be mechanically 
equated with a real transfer of production 
capabilities to the US It can in fact be shown 
(see column (S) of Ikble 9) that both firms 
perceive the design and implementation of 
automated assembly and testing facilities in 
the US as an experimentation field for 
developing modules of automated assembly 
and final testing which could be transferred 
subsequently to locations outside the US, in 
eluding some growth poles in the Third 
World 

Experimenting with such a “quantum 
jump” in automation had to begin in the 
US in order to co ordinate it with the 
requirements of wafer processing and to find 
the necessary engineering and equipment 
support ta'ent Once major technical 
teething problems have been solved however, 
there is no longer any need to confine such 
systems to the US In fact. Third World loca 
tions offering a suffiaent supply of low cost 
engineers, technicians and skilled workers 
seem to be priority candidates for such 
transfers 

While we lack similar evidence in jhe case 
of Fairchild, it is plausible to expect a similar 


rationale to apply for this Arm. for Fairchild 
has played a Irading role in automating 
testing equipment and has aaed as a poncer 
m transferring state-of-the-art automatic 
assembly and testing equipment to some of 
Its offshore locations, particularly in 
Singapore and Malaysia 

In other words, the mere fact that firms 
like Motorola Intel and Fairchild engage m 
automated assembly and testing in the US 
does not imply that their offshore assembly 
and test plants will decay or be abandoned 
In the case of Intel for instance, one of the 
responsible managers stressed that “We 
absolutely have dedicated staff, expertise, 
facilities and more that we are not going to 
walk away from We intented that Penang, 
Manila, Barbados and Puerto Rico will 
remain cntical portions of Intel’s manufac¬ 
turing team”^* 

Thus, the key issue is that m electronic 
components, as much a. in consumer and 
industrial electronics, automation and 
industrial redeployment to de\eloping coun 
tries are no longer aliernatixes Rather thev 
are taking place as a complementary pro 
cesses and automation is wi reasinglv the 
irivingjorte Moreover this trend towards 
increasing automation and capital intensity 
IS not restricted to industrial restructuring 
within the US, Western Europe or Japan It 
will also begin to apply to certain growth 
poles in the European periphery and in the 
Third World 


Table 9 Major Onshore Asscmbiy Projicts-US Firms 


Firm 

(1) 

Products 

(2) 

Location 

(3) 

Date of Operation 
(4) 

Comments 

(5) 

Motorola 

Automated assembly of high 
quality ICs, in high volume, 
initially 14/16 lead plastic 
packages, later on, focus will 
be on memones, micro 
processors and other VLSI 

Chandler, Aruona 

Operational since 
end of October 
1983 

Perceived as a “ development 
sue for Motorola’s future auto 

mated assembly capabilities We 

will be able in the future to take 
and replicate the technology of this 
plant, in modules, anywhere in the 
world ”, ther^ strengthening 
offshore plant capabilities US loca 
tion essential for implementing 
such a quantum jump in assembly 
automation * 

Intel 

Automated assembly test and 
finish of unspecified products 
Mott hkely candidates Intel’s 
high demand microprocessors 
(80186, 8088) and ROM and 
EPROM versions of Intel’s 
microcontrollers 

Chandler Arizona 
Together with Penang, 
Manila and Barbados, 
this is Intel's 4th 
assembly plant (A4) 

For test and finish it is 
Intel’s llth plant (Til) 

Expected to be 
running at full 
volume early 

198r 

Perceived as a “technology develop 
mem assembly/test facility where 
new packages and processes can be 
debugged and prototyped” “We’ll 
develop technology there and then 
transfer it to our other plants so 
they will be able to increase their 
volumes 

Fhirchild 

H 

Automated assembly ot un 
specified digital devices 

South Portland, 

Maine 

Operational since 
end of December 
1983 

c 

^ Applied micro circuits 

Automated assembly of un 
spcclAed semi-custom chips 

San Diego California 

Operational since 
April 1984 

d 


^Sounes a Y G Lee, General Manager of Motorola’s Chandler Assembly and Final Test Plant Operations, quoted in Semiconductor Inter 
national, March 1984, p 120 
b Author interviews at Intel, Santa Clan, May 1984 

c “Is the Worst Over for Fairchild Camera^”, m Business fVeek, November 14,1983 
d Global Electronics Information Newsletter, No 42, Apnl May 1984 
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Shifting Automated Electronics 
Manufacturing Activities to 
Hiird World Locations: 
Underlying Rationale 

Global sourcing for low-cost factors is 
bound to grow in impoitancc; particularly 
as a result of intensifying competition, 
whether related to price, quality, or service 
What is new today is that traditional forms 
of global sourcing are no longer sufficient. 
The teal issue at stake is .. to combine the 
advantages of advanced manufacturing 
technologies with world-wide sourcing 
strategies;’^ In other words, for some 
major electronic component and system 
firms in the United States, Japan and 
Western Europe^ it is perfectly rational to 
transfer, albeit in a strictly selective manner, 
automated electronics manufacturing 
activities to a few industrial growth poles in 
South East Asia, Latin America, the Middle 
East and the Mediterranean area. Viewed 
from the perspective of headquarters' 
management, three types of concerns seem 
to be of particular importance: (a) access to 
the huge demand potential for electronic 
applications in the Third World; (b) global 
sourcing for low-cost factors of production; 
(c) the need to rationalise existing global 
sourcing networks. 

Access to Future Growth Markets 

Electronics manufacturers in the US, 
Wistern Europe and Japan cannot afford 
any longer to neglect the huge demand 
potential available in the Third World. This 
is so because demand perspectives in OECD 
region remain depress^. With the exception 
of the electronics industry and some service 
activities, practically all manufacturing 
industries are confronted today with a struc¬ 
turally caused demand stagnation. Even for 
the electronics industry, the picture is 
much less than glamorous. While booming 
demand for personal computers, telecom¬ 
munications equipment and military ap¬ 
plications has improved somewhat the elec¬ 
tronics industry’s growth potential in mRjor 
OECD markets, this is no means likely 
to be a permanent development. There is in 
fact ample evidence that the electronics 
industry, if left to OECD markets, will 
hardly play its expected role as a key growth 
industry of the 1980s. Cases in point are the 
near stagnation of consumer electronics, the 
declining sales of cheaper computers, the 
fiscal limiu to a further growth of military 
applications, and the high probability that 
supply of essentially similar personal com¬ 
puters will soon exceed even the most opti¬ 
mistic demand projections.^ As a result of 
these developments, the semiconductor 
boom that began in January 1983 has 
already fallen apart. 

Faced with vast surplus capacities, elec¬ 
tronic firms win try to tap the huge donand 


potential available in the Third World, in 
panicular in the Gulf region, South-^st 
Asia and Latin America. In the electronics 
sector for instance, the following application 
areas seem to be of primary importance for 
future market penetration: military elec¬ 
tronics; telecommunications; electronic con¬ 
sumer items for th» urban elites; the com¬ 
puterisation of the tertiary sector, including 
the new technologies of social control; and 
the selective computerisation of export- 
oriented industrial production, particularly 
for electronic components and consumer 
electronics, the textiles and clothing industry, 
and the leather and shoe industries. 

Sourcing for Low-Cost 
Factors production 

Reduction of direct labour costs is an 
important but by no means an exclusive con¬ 
cern for electronics firms in the current 
period. In fact, previous rounds of automa¬ 
tion in the electronics industry have already 
considerably reduced the share of direct 
labour costs in overall manufacturing costs. 
This does not imply that the wage level 
(including indirect labour costs) will cease 
to play a role for international investment 
decisions. Even for increasing levels of 
automation, it still matters that, by and 
large, operators and maintenance personnel 
in developing countries receive significantly 
lower wages than their counterparts in the 
US, Western Europe and Japan. 

Other cost factors are however rapidly 
gaining in importance. Caught in a severe 
“human capital trap’’, and in order to reduce 
the cost of R and D personnel and highly 
skilled technicians, electronics firms will 
have to rely increasingly on cheap human 
capital available in some of the more ad¬ 
vanced developing countries. The need to 
run extremely expensive equipment prac¬ 
tically round the clock—to maximise its 
annual overall utilisation and to mihimise 
possible “downtimes’^—constitutes an im¬ 
portant consideration for offshore location, 
as is the need to exploit the lower costs of 
materials, components and subassemblies. 
Based on confidential interviews with 
industry sources, 1 would estimate that the 
costs of producing electronic components in 
the mam producer countries of South-East 
Asia tend to he more than 30 per cent lower 
than in the U& The availability of a low- 
priced (i e, highly subsidised) infrastructure, 
and a minimum of regulations with regard 
to environmental and labour standards, are 
probably increasing in importance; for in¬ 
stance for wafer fabrication and silicon 
foundries. In fact, govemihents in develop¬ 
ing countries are likely to continue, if not 
expand, their programmes to promote 
foreign investment in so-called “high 
technology industries’’, through a variety of 
tax incentives and policies to reduce 
overhead costs (infrastructure, labour and 
environmental regulations). In fact, some 
Far East locations today have an excellent 


infrastruaure which, more so than in OECD 
countries, is geared to the requirements of 
global sourcing in electronics. According to 
a confidential industry source “... automa¬ 
tion today functions as well in the Far East 
as in the West:’» 

VI 

Towards a Rationatisation of 
Global Sourcing Networks 

Since the mid-19<i0s, the inremationalisa- 
tion of electronics manufacturing has led to 
the emergence of pervasive global sourcing 
networks linking together the most diverse 
production activities and complementary 
services irrespective of their geographic loca¬ 
tion. Viewed from the perspective of head¬ 
quarters’ nflanagement, global sourcing cer¬ 
tainly provided a number of benefits. The 
most important advantages included: access 
to low-cost factora of producuon, particularly 
cheap and docile female labour; hedging the 
foreign exchange risk inherent in manufac¬ 
turing in one country and selling in a second; 
appeasing the concerns of local governments 
who want an increased local content (and 
thus employment) in the products sold in 
their countries; and access to business rela¬ 
tions with local suppliers and customers. 

Today however, it is equally apparent that 
proponents of the global sourcing strategy 
tended to neglect its substantial costs. 
Established in a piecemeal and ad-hoc 
fashion, existing patterns of internationalisa¬ 
tion have in many cases led to a vrasteful 
allocation of resources, for example in the 
frequent trgns-shipments of materials, 
parts and subassemblies over thousands of 
miles, before the final product reaches the 
customer. In the case of semiconductors, 
until very recently, processed wafers used to 
be sent plane from the US to an offshore 
location in the Far East for cutting and 
assembly, and then sent back again to the 
US for final testing and burn-in. As semi¬ 
conductor firms are struggling to improve 
both quality and cost, and to speed up their 
reaction towards changing customer re¬ 
quirements, the pressure to rationalise the 
existing global sourcing networks has been 
increasing. Since 1982, for instance, virtually 
every major captive or merchant US semi¬ 
conductor firm has added final test and 
burn-in to its offshore assembly activities. 
In fact, subsuntial amounts of money have 
been spent on transferring expensive 
automated test equipment to offshore loca¬ 
tions. In addition, independent testing and 
bum-in subcontractors in Singapore and 
Manila have substantially step^ up their 
activities. As a result, the test equipment 
which can be found t^y in Asia matches 
the equipment found at a US firm’s domestic 
facilities. 

It is in this context that applying computer- 
based automation systems to offshore pro¬ 
duction activities will probably have its most 
lasting impact. After all, strengthening the 
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control capabilities of m^hines and making 
them mutually compaublc is only one aspect 
of computer-based automation Its mam 
focus is on rationalising the flow of infor¬ 
mation required tor planning, coordinating 
and controlling manufacturing activities and 
complimentary services As manufacturing 
has become highly internationalised, the 
strategic area of attack today for computer- 
based automation has become the com¬ 
puterisation of command, control and com¬ 
munication networks required for global 
industrial manufacturing, so that com¬ 
plexity, rigidity and vulnerability can be 
reduced and overall efficiency be increased 

It is now technically feasible for multina¬ 
tional firms to establish integrated systems 
of transborder data flows, due to the con- 
vergence between information, communica¬ 
tion, and control technology.” This has 
opened up new possibilities for multina¬ 
tional corporations to install captive world¬ 
wide information networks, through which 
headquarters’ managment can link together 
production facilities located around the 
world as if they were divisions within one 
factory Thus, it has become possible today 
to ivnchmnae, on a world-wide scale, decen¬ 
tralised production with a strictly centralised 
control Over strategic assets (product design 
and plant layout: global cash management; 
logistic coordination; on-time operational 
control of production and complementary 
support services, particularly marketing and 
inventory) At the same time, global infor¬ 
mation networks open up new possibilities 
for headquarters’ management to control 
affiliates and host countries around the 
worldi to put them under pressure if need 
be, and even to force them into a ruthless 
mutual competition It is possible for 
instance to transmit, via radio or satellite, 
over thousands of miles and within a few 
seconds, work results, feedback information, 
control figures from any affiliate to graphic 
displays in a company’s headquarters or 
competing affiliates. 

Viewed from the perspective of head¬ 
quarters’ management, theie will be an in 
creasing interest in integrating a growing 
number of affiliates around the world into 
such world-wide captive information net¬ 
works, in order to take advantage of this 
ectraordinary flexibility. Established patterns 
of subcontracting in assembly and final 
testing will be complemented new forms 
of global sourcing related to design and 
svafer fabrication. In design for instance, 
there has been a proliferation of so-called 
“satellite design centres” linked to new stan- 
up companies focusing on application- 
l^fic devices, particularly in the Held of 
Idecommunications. Such independent 
tlesign centres are emerging in South-East 
Asia." With regard to wafer fabrication, 
the 1983/84 supply crunch for key memories 
and microprocessors has forced leading US 
semiconductor firms to look for new and un- 
,conventional approaches to a world-wide 


sourcing of wafer fabrication. Intel for 
instance has established the concert of “die * 
contracting” which means that other com¬ 
panies use Intel masks to produce each die, 
which Intel then puts into a package and 
sells as an Intel finished product.’’ While 
firms try to restnet information on these new 
forms of wafer fabrication sourcing, infor¬ 
mation obtained from our interviews sug¬ 
gests that a substantial share wili go to loca¬ 
tions in South East-Asia. 

VII 

ImpUcationa for Developing 
Countries 

In the light oPthe above discussion, what 
scope is there for developing countries to 
pursue, both individually and collectively, 
the development of an increasingly inte¬ 
grated electronics industry and the applica¬ 
tion of this technology ita a way that will 
meet the real needs of these societies? Here 
we wish only to make a few tentative sug¬ 
gestions which, in fact, should be priority 
areas for future research in this area. 

The application of microelectronics to 
industriid products and processes through¬ 
out the global economy is already turning 
upside down on a world-wide scale the 
established modes of industrial production 
and consumption. Consequently, the ques¬ 
tion is not whether to apply microelectronics 
but where and according to which criteria. 
The key issue, both for individual and group¬ 
ings of developing countries, is to identify 
those application areas which are capable of 
strengthening thdr long-term development 
potential. This requires a highly selective 
approach which would aim at linking 
applications to the strategic sectors of each 
economy rather than to aim for a broad- 
range development of these technologies. 

We have shown that computer-based 
automation is already imposing radical 
changes on prevailing modes of offshore 
chip assembly. As capital intensity increases, 
the positive development effects to be reaped 
by developing countries in terms of employ¬ 
ment genoation, skill information, forward 
and backward inter-industriid integration 
and technological spin-offs might become 
even smaller and less viable than they arc 
today. So far, projeaions are based on very 
unsafe ungrounds, simply because they are 
necessarily deduced from incomplete 
knowledge of current trends which in¬ 
variably outpace our research knowledge in 
such a rapidly changing area. IVvo examples 
should at least indicate the order of magni¬ 
tude of the structural changes involved; 

(a) Potential for Job Destruction 

The automated equipment now operating 
in practically all major offshore locations 
undoubtedly disjdaces labour. F6r instance 
a stand-alone automated bonding machine 
contndled by one operator typically re^aces 
upto 30 mannual operators." With the 


transition towards flexible and intqrated 
assembly systems, the displacement is likriy 
even higher. At Intel’s new assembly/test 
plant in Chandler, Arizona, projected to be 
runmng at full volume in IIM, direet lidxHir 
costs are expected to account for less than 
8 per cent of the finished package cost com¬ 
pared to 15 pet cent in mid-1984." The 
widespread diR'usion of these systems 
among developing rountry producers would 
mean that the mudi heralded capacity of the 
electronics industry for jd) creation will be 
severely restricted. 

(b) Impact on Skill Reguitements 

The hierarchisation of skill requirements 
is bound to increase substantially. On the 
one hand, global sourcing for cheap brains 
(i e, systems analysts, computer scientists 
and programmers) in South-East Asia, 
India, Brazil, Mexico, Argentina and 
elsewhere has become one of the mein con¬ 
cerns of semiconductor firms world-wide. 
On the other hand, the skill requiremenu for 
those operators who have not yet been forced 
out of the factories, by and large seem to 
decline rather than to increase For instance, 
while it normaliy took about three months 
for a worker to b^me competent at manual 
bonding, today, with automatic bonding 
equipment, it rakes only two weeks to tram 
a machine operator." 

To conclude, we urgently need sound em¬ 
pirical research on the viability of employ¬ 
ment generated in the electronics industry 
in general, and in offshore chip assembly in 
particular. The same applies for research on 
how the extreme fluctuations of demand for 
electronic products and services have in¬ 
fluenced capacity utilisation of Third World 
assembly lines over time. Only if such infor¬ 
mation is available, will it be possible to 
assess the opportunity cost of export- 
oriented electronics assembly and thus to 
clear the road for alternative policy 
approaches.” 


Notes 

{This paper draws on research undertaken at 
the ISS/The Hague as part of the IDPAD 
Project on Mkrodectronies. This project dealt 
with the inmaet of computtr-baied autmnatioa 
on the worldwide rettructuring of the elec¬ 
tronics industry and iu fan^lcarioni ft» Third 
Warid inthisoial poHciet in this field, tt is ftind- 
ed by the Indo-Dutdi Progrtaunc on Alter¬ 
natives in Development (IDPADX a long-term 
research project Jointly supported by the Dutch 
Minittry of fbrrign Aflbirt n4 die Indian 
Ministries of^nimoB and Education. The 
author has benefited ftom convenatkmt w^ 
Chariet Coopei; Kenneth Fhmun, Kick Oot- 
don,BenHanison,LiadaKiihba^O«veNo- 
blSb Dnve O’Connor, Ashok ntihesantU and 
Lenny Siegd.] 

1 Ernst, 1983a; United Nationt Cemie on 
Itautfamional Corpoiltions 1983. 

2 Due to the spedal status (rfHotuKonnae 
a Oown Coloty and a iegfonn baiddag 
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centre; the low percentage of convcimonaUy 
deflned foreign mvcstincnt m hantty surpns- 
tiig. For Lanka, the low ehore of foreign 
investment means that its integration into 
the global offshore assembly networks has 
star^ onix very recently 

3 For a detailed assessment see Ernst, 1986 

4 This position is taken by Flamm who 
however does not substantiate this argu 
ment. see Flamm, K, ‘internationalisation 
m die Semiconductor Industry’, m Grunwald 
and Flamm, 198S, pp 110-112 

5 Hillebmnd, el al, 1981, pp IS 16, S2 

6 Hilldirand, et al, 1981, p 1 

7 These figures however relate to 1977 and 
thus are quite dated See US Department 
of Commerce, ‘US Direct Investment 
Abroad’, Washington DC 1977, quoted by 
Flamm, in Grunwald and Flamm, i98S 

p 112 

8 Flamm, K, ‘Internationalisation m the 
Semiconductor Industry, in Grunwald and 
Flamm, 198^ p 117 

9 Flamm, “Internationalisation”, p 118 

10 For details see Elecimmcs Week, April 8 
1985, p 14 

11 See US Congress OTA 1983 and O Connor 
1984 for details 

12 So far, lack of empincal information 
prevents a comparative treatment of these 
issues for different groups of South East 
Asian countries 

13 Hiltebrand, et al, 1981, p 31 

14 Hillebrand, era/, 1981, p 23 For additional 
information see Karen Berney, “Asia The 
Four Dragons Rush to Play Catch Up 
Game/’, special report, Electronics Week, 
May 6, 1985, pp 48-36 

15 Author interview with Paul W Gustavson, 
Director, Human Resources at Cygnet 
Ihchnologies Inc, Sunnyvide. Gustavson is 
an expert in flembie manufactunng systems 
and was a member of the design team 
responsible for Zdog's flexibly automated 
Nampa, Idaho plant A similar critique can 
be found in Gardiner, 1984 

16 India, which would be well qualified for 
such a policy, under the new admimstration 
of Rajiv Gandhi, is unhkely to take a vers 
active stand In fact, its mam thrust is a 
return to across the board “open door” 
policies 

17 For a critical evaluation of these expecta 
tions see Ernst, 1986 

18 Author mterview with David D Shearer, SRI 
IntematiOfial, Menlo Park, Cahfomuu May 
23. 1984 

19 For an in depth analysis see Ernst, 1983a, 
chapters 4 2, “The Dialectics of Forward 
and Backward Integrauon” and 4 3, “Who 
will Dominate the Electionics Comjdex?”, 
pp 114-136 

20 Fbr details see Ernst, 1983a, chapter 3 

21 United Nations Centre on Thinsnational 
Corporations, 1W3 

22 Semteonductor Intemalional, April 1984, 
PP56-S7 

23 Fteadctaded discusrion see Ernst, 1983a, 
ch 1 

24 For detailed evidoice see Ernst, 1983a, par- 
Umitarly chi^pten 6,2, ‘The DiolecOcs of 
F^wgtd Md Boekward Integration— 


Ibwards a New Semiconductor InduiUry of 
Corporate Giants’”, and 4 3, “Who Will 
Dominate the Electronics Complex? Recent 
Moves by Major Actors” 

23 Author interview, Intel, Santa Clara, May 
1984 

26 David F Hefler Head, Global Sourcing 
Division, Arthur D Little Inc, author inter 
view, Cambridge, Mass, May 8, 1984 

27 Global Electronics Information Sewsletier, 
November 1983, Electronics Times, June 14, 
1984 

28 Author interview, California, May 24,1984 

29 Economic Consulting Services Inc, 1983 

30 Author mterview with Luc Bauer, President 
Ibtmos Inc, Sunnyvale, May 21, 1984 

31 Author interview Intel, Santa Clara, May 
1984 

32 Author interview confidential source, 
California May 1984 

33 Author interview Intel, Santa Clara Mav 
1984 

34 Posa, 1981 

35 For details see frost, 1983 
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Role of Culture in Social Transformation 
and National Integration 

P C Jushi 

The disjunction between culture and political etonomy, values and interests, has emerged as a fundamental 
disorienting and destabilising force in India in the recent period Modern communication technology, which has 
arisen as a qualitatively new element, is tending to accentuate this disjunction instead of reducing it. 

An integrated view of culture, communication and development has thus become urgent in the context of the 
value disorientation or moral void emerging as the gravest and most complex problem of our times. With a view 
to restoring the hegemony of culture (i e, of values), it is necessary to have an interface of cultural and developmental 
planning Culture must also be planned so as to respond to the new problems being thrown up by economics 
and politics in a dual society 


I 

MY starting point is the premise that the 
question of Lultural leconstruttion has 
acquired greater force and urgency in s lew 
ot India’s entry in the scientific age, that is, 
in view of the intensification of techno 
logical change in the recent period It is per 
tinent to recall D P Mukerji’s observations 
for the pie independence period that India's 
economic and technological backwardness 
and her being still rooted in the values ot 
a pre scientific age had been a ‘privilege’ 
saving India from complete cultural dis 
integration and moral chaos Futther, com 
menling on pie British India karl Marx had 
said that “the storm clouds of the political 
sky had left the economic basis of society 
unchanged*’ This formulation is not valid 
any longer During the last four decades 
since independence, modern science and 
technology have entered even the countryside 
and are transforming traditional agriculture 
into a modern activity The full implications 
of this change in cultural items are still to 
be explored and grasped It is pertinent to 
recall again Karl Marx’s perceptive observa¬ 
tions how British rule in India had caused 
far-reaching changes in her economic basis, 
resulting in loss of the old world without the 
appearance of the new one The British 
impact had thus uprooted the Indian people 
from their past cultuial traditions and was 
thus a source of their “peculiar melancholy’’ 
It may be noted that the changes in the 
economic basis since independence have 
been more thorough-going and far-reaching 
that those effected by British rule The 
cultural void created the loss of the old 
order without the creation of a new order 
has been vastly accentuated since indepen¬ 
dence In the intensification and accelera¬ 
tion of the tempo of economic change he 
the qualitatively new sources of India's 
cultural problem since independence The 
problems created in the realm of culture by 
India’s belated entry into the scientific age 
need to be seriously explored and under¬ 
stood jointly by cultural workers and social 
science research workers 
One must first take note of the fact how 
science de-mystifies the natural and social 
universe and erodes the authority of religion, 
I e, of the traditional meaning systems as a 


result of secularisation of modes of thought 
In the transitional period secularisation has 
often meant entry into a universe shorn ot 
Its tradiiional meanings without the substitu 
tion of new meanings The meaning systems 
ot the traditional age encompassed almost 
everything—ihe vast world of nature, man 
nature relations and the relations between 
man and man including man woman rela 
tions In the pre scientific period man’s 
insight in o the phenomena of nature is 
highly primitive and his manipulation of 
natural prcKesscs is highly intuitive Primi 
tive though man is trom the point ol view 
of science his faculties of creating symbols, 
myths, images and meaning-patterns are 
highly developed He has been creating 
richer, newer and subtler symbols and 
meaning systems in the course of his socio 
economic evolution The de mystification of 
the universe under the impact of science and 
secularisation brings about subversion and 
disruption ol these meaning systems This 
IS a source both of crisis and opportunity 
It can lead to cultural disintegration or to 
regression into lower forms of sub human, 
animal behaviour if no new meaning system 
replaces the old But it can result in newer 
and higher forms of creativity in the realms 
of culture, of higher quality of social rela¬ 
tions and social consciousness 

IMPLICAIIONS OF SECULARISAIION 

It IS important to recognise that religion 
and culture are closely intertwined in anaent 
cultures and civilisations like that of India 
What are the full imphcations of seculansa- 
tion in such ancient cultures’’ This question 
must be posed and examined in the light of 
actual experience In my view a harrow 
definition of secularisation as the rejection 
of religion-dominated culture of the past has 
disastrous consequences. It deepens and 
aggravates “the peculiar melancholy’’ of the 
people arising from total rootlessness to 
which Karl Marx referred in his “Artides on 
India” in the context of Bntisb rufe V/e must 
thus recognise the social costs of not adopt¬ 
ing a broader definition of seculansation at 
positive and creative cultural response suited 
to the new stage of social and economic 
evolution or transformation It must be 
noted that in India the religious tradition 
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encompassed great ethics like the Ramt^a 
and the Mahabharata These, to quote 
Jawaharlal Nehru, were “woven into the 
texture of millions of lives in every genera¬ 
tion for thouMinds of years” And again, as 
Nehru said, “if our race forgets the Buddha, 
the Upanivhads and the great epics, what 
then will It be like' It would be uprooted and 
would lose the basic characteristics which 
have clung to it and given it distinction 
thioughout long ages India would cease to 
be India” 

In other words, a secular approach to 
culture must be interpreted in the broadest 
terms so as not to exclude the vital elements 
of the rich cultural tradition of the past 
which has given meaning to the lives of mil 
lions over several centuries Preservation of 
this tradition and carrying it forward must 
be subsumed in the concept of secularisa¬ 
tion Moreover, secularisation which is an 
aspect oi modernisation should fit into the 
Indian tradition, as Nehru stressed, of 
“integrating new patterns with the old and 
of continuous adaptation of old ideas to a 
changing environment and of old patterns 
to new” Further, ‘sometimes the new, 
though very diflerent, appears in terms of 
pre-existing patterns and thus creates a 
feeling of a continuous development from 
the past, as link in the long chain of history 
of the race” 

It must be noted that modern thought 
systems have one-sidedly mterpieted secular¬ 
isation as de-mystification of natursd and 
social reality or destruction of traditional 
meaning systems In the absence of a 
positive response to the challenge of creating 
new meaning systems, de-mysuHcatlon has 
turned into an agent ot cultural distintegra- 
tion and even nihilism Modem ideologies 
with the one-sidedly cnucal approach to 
tradition have not shown awareness of the 
dangers ansmg from cultural rootlessness 
and moral mcuum This enables us to 
understand how modernisation resulting in 
violent ujiiooting from the past has in many 
cases contribute towards resurgence of 
rehgious fundameuahsm. The cultural 
default of the modermsers has left the vast 
cultural domain free for cultural tradi¬ 
tionalists and cultuial nlhUists, Marxists, for 
instance; have not carried fbtward the bold 
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exhortation of the young Marx to substitute 
the meaning systems and value patterns of 
class soaeties by new meaning systems and 
value patterns Ending alienation between 
man and nature and between man and man 
requires as vigorous a creative response in 
the realm ot culture as in the realm of the 
economy and society It was Marx who said 
that even the least enterprising of men are 
dutinguished from the most enterprising ot 
animals by their tendency to create and con¬ 
struct first in their imagination what they 
later achieve through their labour m the red 
world 

Man IS distinguished by his capacity to be 
creative as much in the realm of imagina¬ 
tion as in the real world In his interaction 
with nature, man not only tries to under 
stand natural processes in order to manipu 
late them to this advantage, but also tries 
to impart neiser and newer meanings to life 
and to the natural and social phenomena 
If the fruit of the toniitr tendency is science 
the fruits of the latter tt ndcncy are art and 
culture 1 he two art con plemenlary Under 
standing the objective world ot nature is 
essential but, as Christopher C audwell told 
us, making and remaking the subiectivc 
world of meaning systems and values is not 
less essential it is even more relevant for the 
people of the pre scientific stage of tivilisa 
tton If culture without science manifests 
Itself m magic and superstition ridden forms 
of religion, science without culture lesults 
in dehumamsation, in regression into animal 
behaviour and in sophistication of means 
unrelated to ends Science and technologv 
without culture open the door for entry into 
a dehumamsed, meaningless, universe com 
manded by robots The lag lietween saentific 
and cultural development creates the threat, 
as J D Bernal warned us long back, of man 
being crushed, like Bhasmasur of Indian 
mythology, by his own powers and creations 

Here it is pertinent to refer to the distinc 
tion made by Bertrand Russel between two 
kinds of problems, the first being the pro 
blem of mastering natural forces and the 
second being that of deciding how best to 
utilise our command over the forces of 
nature While the first problem is dealt with 
by science and scientific technique the 
second problem is outside science and 
belongs to the realm of culture Russel draws 
our attention to the growing imbalance in 
Wistern academic education with its ovei 
emphasis on science and scientific technique 
and Its undervaluation of culture In Russel’s 
words, "Knowledge is power but it is power 
just as much for evil as for good It follows 
that unless men increase m wisdom as much 
as in knowledge; increase of knowledge will 
be increase of sorroW* In other words, in the 
scientific age man needs rootedness in 
cultural values for his very survival m view 
of the insecurity arising from what a great 
saentist calls, "man’s ethical unpteparedness 
for lecciviQg natures bounty” This ethical 


preparedness means building or rebuilding 
our cultural resources 

Builoinci CuiruRAL Resources 

I have derived my appreciation ot the 
importance of cultural values from my 
reading of Western history and of great 
works in humaniti's But at a deeper un 
conscious level I owe my sense of cultural 
values and of beauty from the fact that 1 was 
born in the Kumaon hills I was also witness 
of the last glimpse of a pre commercial 
civilisation in this Himalayan region which 
remained until recently insulated from com 
mercial impact by its very isolation The 
power of cultural symbolism and the sigm 
ficance of meaning systems was brought 
home to me by the fact that the toweimg and 
majestic Himalaya, Kaltdas’s Nagadhnaj, 
was for us not just a prominent pait of 
Indian geography and natural environment 
Himalaya has been the most magni^Kcnt 
component of the Indian cultural tradition 
from ancient times—part of India’s culturil 
symbolism its mythology, its rich imagery 
Its classical as well as folk traditions It is 
impossible to think of Indian culture 
without Himalaya and Ganga in any pan ot 
India The verv thought ol Himalaya and 
Ganga is elevating and electrifying It has 
for centuiies genciated and sustained the 
impulse and stiiving to be better, nobler and 
truer Himalaya and Ganga embody the 
principles of the IVue, the Good and the 
Beautiful When asked which great works 
ot art and literature had qifluenced him 
deeply the eminent Hindi poet, Sumitra 
nandan Pant, replied that for him the most 
moving and soul stirring epic was the lofty 
Himalaya itself, with its unsurpassed 
grandeur and beauty In my mind’s eye 
Himalaya has appeared in the same form as 
the grandest epic of all times Himalaya and 
Ganga have been immortalised not only in 
our hteiary classics but also in folk lore and 
culture 

Later in the course of my iicld work in 
lural UP, I came in contact with hie in the 
regions where Bhojpuri, Braj, Avadhi and 
Khan Eloli are spoken by the masses ! was 
again struck by the richness of peoples 
creativity in the realm of symbols, images, 
myths, meaning patterns and value onenta 
tions These encompassed not only man and 
man, man and woman, in diverse contexts 
but also man’s multi faceted relations to 
natural objects, to technological forms, to 
economic and social activities These were 
also embodied in rich belief systems 
ideologies, rituals, ceremonies and festivals 
1 found that the pre industrial man faces not 
a meaningless universe, he recreates the 
universe in terms of hts own meaning 
systems and transforms it into a meaning 
rich and value governed universe The real 
umverse is understood and interpreted with 
reference to a new cultural universe created 
by human imagination 
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in a class society culture no doubt bears 
the impress of class interest as expressed in 
the spiritual and mental sphere and as 
embedded m the world-view And from this 
point of view de mystification has a positive 
lolc in exposing the influence of class bias 
and orientation behind the facade of general 
social interest But the enduring elements of 
culture are dei ived from the tact that culture 
IS also the product of community interest 
and striving as a whole It is the fruit of 
creativity of the enure community lb throw 
away cultural products which are in the 
interest of the entire community m the name 
of discarding class culture results in cultural 
immisensation 

It may be noted that the stronger the com¬ 
munity lies between members, and the less 
the class differentiation and disparity, the 
grcatei the degree ot subordination of the 
techno-economic order to the moral cultural 
order Marx recognised the great parados 
that often at lower levels of material civilisa¬ 
tion with closer intimacy to nature and with 
much greatci community cohesion, mankind 
reaches great heights of cultural creativity 
and moral sensitivity which are unsurpassed 
by class societies even having higher levels 
of mateiial civilisauon but based on aliena¬ 
tion ot man from nature and of man from 
man During my hcldwork among Pahaii- 
speaking peasant communities in Kumaon 
hills, Bhojpuri, Braj and Avadhi-speaking 
peasant communities in the plains ol Uttar 
Pradesh, I discovered depth, sweep and 
iichness of folk and peasant creativity in the 
realm ot meanings, values, symbols, images 
and myths This experience overwhelmed me 
with a deep sense of humility before this col¬ 
lective creativity of the people These were 
being transmitted and recreated through 
highly subtle, refined and vibrant com¬ 
munication modes which were oral and 
which nevertheless sustained civilisation 
throughout the ages This encounter with the 
pre modern and pre literate form of culture 
also overwhelmed me by its cultural richness 
in the midst of technological primitiveness 
I was made to realise the cultural poverty 
and indeed cultural anaemia of the Western¬ 
ised, educated and urbanised middle 
classes 

PROBI EMS ot SOtlAl iRANSITION 

And yet this vast cultural heritage of 
centuries ts in a process of transiuon and 
indeed disintegration, resulting from dis¬ 
ruption of age old mechanisms of con-, 
serving, recreating and reviialisii^ culture. 
As a result the new generations are being 
violently uprooted from their tradttionid 
moorings without striking • roots m new 
cultural patterns They are entering into a 
meaningless and value-free universe, in¬ 
to a umverse governed by the brutal un 
restrained inter play of mterests, passions 
and instincts. These find expression in the 
tensions and turmoil, anxieties and agita- 
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tion. conflict and viotence which are the 
hallmark of all unguidcd social transitions. 

What Al»us de Tocqueville said in his 
dauic “Democracy in America” written in 
1840s whb reference to the problems of 
social transition in Wstern Europe has great 
relevance for us today. 1b quote: 

The Christian notions of our day seem to 
me to present a most alarming spectacle; the 
movement which impels them is already so 
strong that It caimot be stopped, but it is not 
yet so rapid that it cannot be guided Their 
fate IS still m their own hands; but very soon 
they may lose control 

The first of the duties that are at this time 
imposed upon those who direct its affairs is 
to educate democracy and to substitute 
awareness of its true interests for its blind 
mstincts. A new science of politics is needed 
for a new world 

The most powerful, the most intelligent 
and the most moral classes of the nation have 
never attempted to control the social revtdu- 
tion in order to guide it Democracy has con¬ 
sequently been abandoned to its wild 
instincts, and it has grown up like those 
children who have no parental guidance; who 
receive their education in the public streets, 
and who are acquainted only with the vice 
and wretchedness of soaety Its existence was 
seemingly unknown when suddenly it 
acquired supreme power 

The result has been that the democratic 
revolution has taken place in the body of 
society without the concomitant change in 
the laws, ideas, customs and morals which 
was necessary to render such a revolution 
beneficial. 

What Tocqueville called a “science of 
politics" cannot be conceived without a new 
cultural framework, a new value system and 
new meaning-patterns. The cultural dimen¬ 
sion of the task becomes further obvious 
from the following highly perceptive obser¬ 
vation by Ibcqueville which highbghts the 
consequences created by a cultural or a 
moral void: 

Epochs occur in the life of a nation when 
the old customs of a people are changed, 
public morabty is destroyed, religious bebefs 
shaken and the spell of tradition broken, 
while the diffusion of knowledge is yet im¬ 
perfect and the civil n^ts of the commumty 
are ill-secured or confined wnhin narrow 
limits The country then assumes a dim and 
dubious shape in the eyes of the atuens; they 
no longer behold it in the soil which they 
inhabit, tor 'hat soil to them is an inanimate 
clod, nor in the usages of their forefathers, 
which they have learned to regard as a debas¬ 
ing yoke, nor in the legislator, whom they 
fear and despise. The country is lost lo their 
senses; they can discover it neither under its 
own nor under borrowed features, and they 
retire into a narrow and unenlightened 
selfishness They are emanapated from pre¬ 
judice without having acknowledged the 
empire of reason; they have neither the in¬ 
stinctive patriotism of a monarchical system 
nor the reflecting patriotism of a republic; 
but ihey have stopped between the tvw in the 


midst of confusion and distress. 

In this predicamoit to retreat is impossible 
for a people cannot recover the sentiments 
of their youth any more than a man can 
return to the innocent state of childhood; 
such things may be r^retted bid thqr cannot 
be renewed. They must go forvrard and 
accelerate the umon of private and public 
interests, since the penod of disinterested 
patnousm is gone for ever. 

It IS in this wider sociological perspective 
that we need to define our cultunal problem 
and to formulate the tasks in the realm of 
culture. It IS from this perspective that we 
should consider Ihgore’s peicqptive obser¬ 
vation that “our real piobim in India is not 
political” and that “it is social”, which 
subsumes the cultural dimension. From this 
perspective we should also consider Sumitra- 
nandan Pant’s words which echo the con¬ 
temporary dilemmas and predicaments. 

It IS not the question of politics 
which faces the world today. 

It IS a great cultural problem 
which IS before the world 

II 

The above forms the background of my 
formulation that the disjunction between 
culture and political economy, values and 
interests, has emerged in India as a funda¬ 
mental disorienting and destabilising force 
in the recent period In this background, 
modern communication technology which 
has arisen as a qualitatively new element in 
the Indian situation is tending to accentuate 
this disjimction instead of reducing it. An 
integrated view of culture; communication 
and development has thus become highly 
urgent in the context of value disorientation 
qr a moral void emerging as the gravest and 
most complex problem of our times. That 
our problem is pnmanly cuhurM rather than 
political assumes meaning against this 
background With a view to restoring the 
hegemony of culture (i e, of values), it is 
necessary to have an interface of cultural and 
developmental planmng. In other words, 
culture must also be planned so as to 
respond to the new problems being thrown 
up by economics and politics in a dual 
society. 

India’s cultural problem today has a quali¬ 
tatively new dimension. It may be noted that 
the founding fathers of Indian nationalism 
and the cultural renaissance functioned 
within the constraints of a colonud economy 
and a colonial state. In contrast, cultural 
workers today must creatively cope with the 
new problems being thrown up in the con¬ 
text of our goals of bmlding a self-reUant 
and dynamic national economy on the one 
hand and a just society on the other. Dlls 
requires interface of the economic, social 
and political revolutions with the cultural 
revolution. We have now to Intqrate econo¬ 
mic and political institutions and processes 
with the vision of the new society. Hie im¬ 
portant point is that we do not have the 


option to reproduce an IncBan variant of the 
classicai bourgeois revolutions of the Infest. 
Hie cultural dimension has to assume a 
much broader sweep and depth than it did 
in the Clascal bourgeois revolutions of 
the past. The cultural problem has to be 
apptoadied with a sense of history; Further, 
the cultural workers have before tbm a great 
challenge and opportunity with the a^unt 
of the Communications Revolution. 

India has entered with drafflatic,speed the 
era of modo-n communication in recent 
years. This is partly as a result of exposure 
to the Communications Revolution of the 
developed countries. Thu it also partly due 
to major policy decisions in favour of intro¬ 
ducing modern communication technoiogy 
in the Indian subcontinent itself. Public 
discussion IS not yet adequately focused on 
the social consequences of mtroducing 
modern communication in a country like 
India which is characterised by structural 
dualism We have in our country now a con¬ 
tradictory situation the majority of 
“havenots" are still struggling with elemen¬ 
tary problems of emancipation from poverty 
and destitution, disease and illiteracy but a 
minority of “haves” are at the same time 
trying to adopt the life style of Western 
affluent elites Modern communication 
technology of the post-industrial societies is 
now being introduced into a country in the 
process of transition from pre-industrial to 
the industrial stage This offers to a develop¬ 
ing country unperceived possibilities but also 
presents grave dangers. 

There is urgent need for devising relevant 
approaches and strategies in the field of 
communication In order to effeaiveiy exploit 
the opportunities and avert the dangers 
India can neither afford to turn its back on 
the tremendous advances ia the field of com¬ 
munication philosophy and techniques, nor 
can it afibrd to take them over mechamcaily 
Without regard to the specificities and com¬ 
plexities of India’s dual society. 

In the words of the eminent sociologist, 
Karl Mannheim, “it is not given to us to 
choose the epoch in which we live nor the 
problems that we are called upon to solve”. 
Hw choice is, therefore, not b«ween having 
or not having modern communication. It is 
between unplanned technology transfer from 
the developed to the underd^oped, from 
the affluent to the poor countries cm the one 
hand and innovative adaptation of modorn 
communication technology by a stfil pre¬ 
dominantly rural, highly segmented and 
class-divid^ sodety lil» that of India on the 
other. India has to achieve its social goals 
of eradication of undenleveiopmeat, poverty 
and duality ia decades rethw in centurira. 
This is in sharp contrast to what happened 
in the western world under classical npita- 
Usm where modernisation crearad the coa- 
ttadietion of “twonattoni^ witMa,tlie same 
country. Thus ia Western Biinme nritosal 
integral gad social solidarity wnerlMc 
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fttier modern economic and social growth 
was achieved. Modern communication in 
this context involves for India a vast 
technological Jump from primitive com¬ 
munication styles and modes to advanced 
methods and techniques of communication. 
It implies skipping over of whole stages and 
epochs of social and technological evolution. 
Communication can help to create an inte¬ 
grated society without the “two nations" 
characterising the First Industrial Revolution 
in the West. It can also accentuate the “two 
nations” cleavage within India. India thus 
stands at the crossroads in terms of alter¬ 
native paths of social development. 

The conquest over time and space offers 
great opportunities to India, to a country of 
subcontinental dimensions and diversities, 
divisions and dualities of structure and 
culture. These opportunities are in terms of 
transcending the limitations of classical 
capitalism, for accelerating and broad- 
basing the process of economic growth, 
social tiansformation and cultural develop¬ 
ment. Communication which has reduced 
the world into a global village without 
changing the character of this unequal world 
also involves grave dangers l£\po$ure to 
international demonstration effect can lead 
to erosion of national identity and accentua¬ 
tion of rural-urban, class, regional and 
ethnic clevages within the country itself. 
Great responsibility, therefore, rests on 
cultural workers, media experts and political 
leaders. They have to address themselves to 
the task of evolving such an approach and 
a policy framework which help to realise the 
full potential of communication technology 
for promoting social equality, development 
and cultural enrichment. This cannot 
happen without elevating culture to the level 
of an overall animating principle, a unifying 
frame of all communication and develop¬ 
mental policies. Development and com¬ 
munication must be treated as means for 
ensuring the flowering of culture, and they 
must not become ends in themselves. 

iNNOSAllVt- APPRtJACH TO TtCHNOLOOY 

It IS important to stress that any concep¬ 
tion of promoting culture which is based on 
attachment to technological primitivism and 
opposition to technological change is bound 
to be counter-productive. This is because the 
Icchnoiogical Revolution is now an irrever¬ 
sible process; and any effective and viable 
cultural policy must be based on responsive¬ 
ness to technological change and the will to 
harness the positive potential for cultural 
renewal and regeneration. This requires an 
innovative approach to technology on the 
one hand and an open-minded, critical and 
forward-looking approach to culture on the 
other. We must realise that very often the 
blame or harm that is attributed to techno¬ 
logy is to be attributed to obsolete institu- 
timn and values within the ftan^ework ‘of 
whic^i naw^ehnology U sought to beintro- 
dueeA andvutiUaad- Omu lesistance in 


matters of institutional change now coexists 
with unquestioning permissiveness in terms 
of uncritical borrowing and transfer of 
technology. I'he unintended, harmful effects 
of technology seem to arise as much from 
the lag between the introduction of advanced 
technology and the needed change in social 
institutions and cultural values as from 
mindless technology transfer from the rich 
to the poor countries. 

The Luddites of English economic history 
were not the last of the social categories to 
turn against technological change by their 
failure to comprehend the true sources of 
their misery. They tried to blame for their 
misery modern technology rather than the 
framework of capitalist property relations. 
Problems, however, do not vanish by mental 
regression into the securities of a bygone age. 
Problem> can only be solved by looking 
forward, by grasping the new and by basing 
lif^s hopes and strivings on a growing rather 
than a dying technological form or a 
vanishing mode of social existence. Cultuie 
must base itself firmly on new technological 
possibilities on the one hand apd newly 
aroused social uiges for mass participation 
in growth and for mass access to ft uits of 
growth on the other Culture must adjust 
and integrate itself with the mass urge for 
improvement of the material base of life. 
“Where wealth accumulates men decay” 
This outburst from a poet must be treated 
as an indictment of the emerging bourgeois 
mode of production and social appropria¬ 
tion and not of material wealth itself. 

Similarly, culture must not just echo the 
death-pangs of the old society; it must arti¬ 
culate the birth-partgs of the new type of 
society in India, a society offering pos¬ 
sibilities for enrichment in material and 
spiritual terms both to the elite and the 
masses. 

Communication planning must concern 
itself with the restoration of die development 
process to the path dictated by the national 
goals of self reliance, justice and equality. 
It must ensure that communication brings 
enrichment and not impoverishment of the 
quality of hie—life at the individual, group, 
community and national levels. It is the duty 
of social scientists to draw attention to the 
growing hiatus between vision and reality, 
between national goals and actual trends of 
development and change. 

SiRucruRAL Dualism 

Deep concern with India’s emerging 
"structural dualism”, has been articulated by 
some of India’s leading economists and 
sociologists. In his recent monumental 
work, “India’s National Income, 1930-80”, 
V K R V Rao observes as follows; 

India will continue to be one of the poorest 
countries in the world in terms of its per 
capita product, though some of its citizens 
may enjoy a standard of living on par with 
those living in the richest countries. This 
duality in Indian society, which has been 


growing over the last thirty years, has to be 
arrested if an explosive situation is to be 
avoided- 

Rao emphasises the role of non-economid 
or cultural factors in reducing this dualism: 

In my view there can be no solution to 
India’s economic problem of growth with 
welfare and social justice, unless there is 
restoration of the values and norms that 
prevailed in the country during the days of 
Gandht and Nehru, i e, through the struggle 
for Indian independence and the initial 
period after achieving independence. “Where 
there is no vision, the people perish!’ I would 
add: “Where the value system is in shambles 
and there is no attempt to restore ethical and 
social norms of conduct, there is no hope for 
the future of its people!' 

Sukhamoy Chakravarty also notes that 
“while our achievements during the last 
thrity-odd years have by no means been in- 
significant in the areas of agricultural pro¬ 
duction, industrial diversification and 
technology acquisition, we have not been 
able to make a major impact on the lives of 
vast masses of our people”. Chakravarty 
highlights the dangers of introduction of 
advanced technology unsupported by appro¬ 
priate institutional changes and social 
planning; 

The other majoi related area of concern 
for me is whether we can bring new techno¬ 
logy without increasing the extent of socio¬ 
economic dualism that prevails today. This 
to mv mind poses one of the most serious 
problems involving our social cohesiveness, 
international demonstration effects which 
have had very unfavourable effects on the 
growth pattern of some Latin American 
coumnes, now recognised by the policy¬ 
makers of these countries, are beginning to 
gain in strength in India today. We should 
not succumb to this as if it represented an 
inexorable force of nature Our cultural 
resources are relevant for designing our 
development pattern. This may sound an odd 
thing for an economist to say. But experience 
of last hundred years clearly demonstrates 
that technology is not merely a product of 
growing knowledge of the forces of nature 
but also of our human concerns and human 
organisations where culture matters. 
Chakravarty poses further the issue of 
elite vs mass-oriented pattern of develop¬ 
ment which has become the central issue 
of development planning in India today. 
His emphasis on a community-orient^ 
approach links economics with cultural 
goals, traditions and possibilities. 1b quote: 

A society oriented towards the needs of the 
upper 10-IS per cent of its population can 
do very well, even with our proven resources 
endowment, provided we know how to 
manage things somewhat better. But a society 
which has wider objectives in mind has to 
do much more 

It must find, along with new technology, 
newer ways of invoivint people ip the 
development process. This is a much mote 
demanding job and requires for its success 
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uivol\emeiu of masses of people While some 
of It may be organised through the market 
system, our job as eLonomists and social 
scientists is to find other organisational 
possibilities as well However, some of these 
possibilities which exist notably in the 
creation of rural infrastructure, cannot be 
successfully earned out with centralised 
methods of planning By their very nature, 
they require as modes of implementation 
much smaller units Our efforts at block level 
planning have been inhibited by the absence 
of a community oiiented outlook which in 
any event is being subjected to cruel on 
slaughts by the fast growing commercialisa 
uon of rural commons While our experience 
in this regard is not historically without 
precedent, we are not necessarily condemned 
to repeat everything that went before Once 
again we have a majoi task of social 
innovation 

Also noteworthy are observations ol a 
Report ol the Fact Finding Committee on 
Regional Imbalances in Maharashtfa unaer 
the chairmanship of V M Dandckar Hiking 
note of the tremendous pressure from lag 
ging regions which have suffered from 
neglect and even deliberate discrimination 
against them, the repoit demarcates two 
distinct approaches to development having 
divergent cultural implications To quote 
Speaking of economic development one 
often vaguely talks ol raising the average But 
the average may be raised either by lifting the 
top or lifting the bottom These are two alter 
native strategies of, or approaches to, 
development The first is often chosen on 
grounds that it raises the averages faster It 
may do so But in the process the distance 
between the top and the bottom increases to 
the point of becoming insufferable Lven in 
purely economic terms, existence of large 
disparities within the economy limits the 
possibilities of overall development and 
growth The other alternative, lifting the 
bottom, may appear slow in raising the 
averages, but the process continuously 
widens these possibilities by broadening the 
base of development and growth The pro 
blem of regional disparities has been with us 
for far loo long in approaching it with this 
alternative strategy namely development by 
lifting the bottom, we have a chance to make 
a new beginning 

CONTRADlcnONS AND PARADOXES 

The current Indian social scene is marked 
by certain basic contradictions and para 
doxes an understanding of which is essen 
tial for formulating adequate meaningful 
forms of state and social interventions to 
promote the goals of national integration, 
and development and cultural revitalisation 
It is important to note that at the ideological 
and conceptual levels, the hiatus that existed 
on the basis of western historical experience 
between the stage of economic development 
and the stage of national integration is being 
bridged Development is being reinterpreted 
as progressively broader and deeper involve^ 
ment of the deprived regions, classes, gender 


and communities in economic and social 
growth processes It is also being reinter 
preted in a manner that it subsumes not only 
the improvement of the material basis of life 
but also the cultural dimension (i e, quality 
of life, values and motivations, ecological 
and environmental purity and protection, 
resource conservation) and the political 
dimension (i e mass participation and self 
management) Redefined in the sense of 
encompassing all sections of the national 
community in and through growth strategies 
and programmes and subsuming material as 
well as non material aspects, development 
redefined has converged with national inic 
gration and cultural regeneration Develop 
ment redefined becomes an essential con 
dition of national integration and cultuial 
renewal and in turn national integration and 
cultural renewal become essential conditions 
of development 

The paradox lies however, in the fact that 
at the conceptual level the inherited anta 
gonism between national integration and 
cultural advance on the one hand and 
development on the other is being softened 
and eliminated but at the level ol societal 
experiences processes of development are 
promoting socio economic dualism This 
implies restricting access both to the gams 
of development as well as to means and 
opportunity lor participating in develop 
ment activities and also accentuating 
cultural nihilism and vulgaiisation They arc 
thus creating formidable obstructions to and 
constraints on national integration and 
cultural regeneration 

Also noteworthy is another growing con 
tradiction At the mental level wider and 
wider sections of society ate getting emanci 
pated from the inhibitions, superstitions, 
and mythologies of the traditional society 
and culture which sanctified and buttressed 
the ancient regime of inequality, deprivation 
and exploitation Released from the power 
ful constraints of fatalism the masses are 
getting a new measure of themselves, of the 
inequities of man made instituuons and of 
the dominance of growth processes by the 
“haves” The latter continue to enjoy 
privileges and positions not justified by their 
actual or potential contributiona to econo¬ 
mic and social productivity The deprived 
masses find through their own day to-day 
expenence that while the ideology of the 
system as articulated by its leaders has put 
the principle of bquality and Justice on high 
pedestal, social practice at the level of func 
tioning both of state and societal institutions 
continues to be vitiated by subtler, more 
novel and pernicious forms of inequality and 
injuluce Further, the emerging groups who 
occupy position of dominance, after re 
placing or sharing power with, the older 
groups, are not inhibited in their lust for 
wealth, privileges and power either by 
customary obligation or by any sense of 
benevolence or chanty for the weaker 
sections of society They are firm bdievKS 


in what R H Thwney once charactensed “the 
Ihdpole Philosoptv” lb quote 

It IS possible that intelhgem tadpoles 
reconcile themselves to the inconveniences of 
their position, by reflecting that, though 
most of them will live and die as tadpoles, 
and nothing more, the more fcHtunate of the 
species will one day shed their tales, distend 
their mouths and stomachs, hop nunbly on 
to dry land, and make atUresses to their 
former friends on the virtues by means of 
which tadpoles of character and capaciij can 
rise to be frogs Thiv conception of society 
may be described perhaps as tadpole phito 
Sophy And what a view of human life 
such an altitude implies As though oppor 
tunnies lor talent to rise could be equalised 
in a society where the circumstances surroun 
ding It from birth are rhemselves unequal 
Av though if they could it were natural and 
pioper that the pos tion of the mass oi 
mankind should permanently be such that 
they can attain civilisation only by escaping 
tiom It As though the noblest use of esetp 
ttonal powers were to scramble to shore, 
undeterred bs the thought of diowmng 
companions' 

Here IS social “Darwinism in its most 
naked form Here lies paradox and con 
tradiction of the emerging system nakedly 
exhibiting what Myrdel once called “moral 
discord' This “discord’ is expressed in 
continuing allegiance to ideals and v docs 
of equality and justice but the giowing 
tendency to depart from it in practice Thus 
opportunity is enjoyed by the few to rise up 
wards in the system, undeterred by the 
thought of drowning companions’ and 
untempered by any pity or compassion for 
them The tendency is emerging as “the law 
of motion” of the new society which is more 
and more characterised by a kind of soulless 
social Darwinism which is disguised by the 
ideological rhetoric of “equality of oppor 
tunity” and “growth with special justice’ 
The access of the masses to means and 
opportunities for development is being 
blocked by old and new vested interests 
precisely at a movement when even the 
securities and protection of the traditional 
system are rapidly getting undermined and 
cioded Jan Bremen’s recent work based on 
a study of changes in the South Oujarat 
countryside highlights in a living way the 
ruthless logic of capitalism without a human 
face and characterised by a social Darwinian 
approach to the masses 
The cultural problems being thrown up by 
the undermining of traditional economic 
basis of Indian rural life and by farced 
urbanisation and growth of metropolitan 
culture were first noted as early as in 1953 
by D P Mukerji, In his address entitled 
"Man and Plan in India", Mifkerji offers 
insights and perceptions, very penetrating as 
well as prophetic, which are very relevant 
today lb quote 

In matters of town and country planning, 
the piannen are conocmed with *411611011304 
jxobiem” eic, and not tmth “homebuOiSnar. 
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That rural attitudes base shifted is not 
actively considered If thousands of labourers 
have made the long trek from Madhya 
Pradesh and other states to Delhi if lakhs 
of people are sucked and spat out every day 
from Calcutta, if hundreds of Bombay 
suburban trains a day bulge out with workers 
and clerks, milkmen and food uirriers 
then even the best of Acts and provisions are 
not strong enough to counter the tendency 
towards urbanisation and metropolitan 
culture Before that finally happens all the 
institutions which rural society had built up 
as an integrated pattern of living will have 
completely disappeared and a floating 
population with mobile attitudes will have 
bem created That population will be the new 
masses and their uncertainties will be the 
power ot ‘mass revolt’ What we arc wiinev 
sing m cities like Calcutta Madras Bombay 
or Delhi IS just this mass culture India 
cannot afford lo lenorc this aspect of 
urbanisation No amount ut rural bias can 
check this upsurge when urban income even 
111 the non industrial state like UP is nearly 
two and a half times more than the rural in 
come pel capita and that alter definite m 
crease in the latter in recent years 

I he solution is nol to send people back 
to the villages Villagers are i gcogiaphical 
fiction kept going bv the myth making 
nostalgic propensities ot romantics 1 hey do 
not exist today as nuclei of power oi foci of 
self sufficient freedom because the villages 
have no active influence on the Slate (except 
for voting and we know how it is manipu 
latcd by urban poliliciansf because ihe price' 
ot goods they produce are fixed and manipu 
lated by uihan markets and urban inteiests 
because all ot the older attitudes customs 
hibits etc are being mdditied dhd the new 
vital attitudes arc being set bv the uiban ones 
I ike iiidusirialisilion urbunseiion has conic 
lo stay 

As broad gciicialisation D P Mukerii s 
view still remains valid except in this rcspcX-t 
that we have to speak today of a powerlul 
alliance between utban interest groups and 
the new rich in the village which has emerged 
as a powerlul political economic foicc 
dominating the mass society below What 
are the cultural implications ol this econo 
mic alliance of the urban and rural iich, 
specially in the context of the ongoing ( om 
munications Revolution’ This is an issue 
which needs to be debated as much by 
cultural workers as by students of the Indian 
economy and soaety D P Mukerji called for 
a new non colonial, non capitalist, i e, 
socialist, pattern of urbanisation as the basis 
of a new cultural renaissance The call is 
more valid and urgent today than in the past 
I referred earlier to certain paradoxes in 
the socio economic and ideological sphere 
A similar paradox and contradiction is 
witnessed in relation to technology— its vast 
potentialities for people of the Third World 
on the one hand and its restiscted and 
distorted utilisation on the other One 
witnesses at one end the unfolding of new 
horizons m the technologrcal field as part 


of the new era of the fourth Industrial 
Revolution which is based on the Informs 
tion Revolution The new era opens up new 
possibilities of adapting technology to the 
requirements ot labour-absorption and 
human resource development in land and 
capital-scarce but labour surplus economics 
One also sees at another end patterns ot 
technology choice and transfer unrelated to 
India’s endowments which are tending to 
widen the gap between "haves” and "have 
notes”, developed and underdeveloped and 
stronger and weaker sections 

Ill 

The contradiction between technological 
possibilities and social feasibility is most 
marked m the sphere of ihe interaction 
between culture and communication The 
communication technology is at once 
nationally integrative and disintegrative, 
emancipatory md enslaving, participatory 
and exclusive Here lies a challenge tor an 
interfaci between development planning and 
communication plinmng with a view to 
haiitcxsing the potential of coinmunicaiion 
foi the rcdisiiioii ot national goals foi 
cultural renew il and national iniegiation 
Modern commumcaiioii technology has 
sharpened the edge ot questions which were 
debated in the past m India s Great C iiltural 
Renaissance led by 1.igore, Candhi Nehru 
and many other stalwarts in the held of 
culture polities science and the media 
These questions are still being debated by 
eultuial workers media experts, social scien 
lists and enlightened political leaders and 
lelivisis Some ol these baste questions 
lel tte to 

(I) llie dviumic inteilaee ot national 
eiiltuii westernisation and universal 
cultuie 

(ii) The question of national culture and 
regiv'iial eiilluies of national persona 
Illy and leeional identities 
(III) The relation of elite culture and mass 
culture or the culture of the oppiessed 
social strata 

(iv) The role ol culture in the strengthening 
ot civil society and the modern nation 
state 

(V) The question of culture in the age of 
science and technology and of changing 
material basis ol life 

We may recall that in reply to Tasore’s 
charge that Indian nationalism under 
Gandhi’s leadership was tending to promote 
blind anti Westernism Gandhi made the 
following statement which became our 
national credo on culture This credo is, 
however, violated in practice every day, every 
hour and every minute 

I do not want my house to be walled on 
all sides and my windows to be stuffed I 
want the culture of all lands to be blown 
about my houM as freely as possible But 1 
refuse to be blown off my feet by any I refuse 
to live in other people's house as an inter 


toper, a beggar, or a slave 
Gandhi also said 

I want to write many things. But they 
should all be written on the Indian slate. 
Modern communication technology has 
given a new edge and urgency to the ques¬ 
tion of a cultural perspective and policy 
which can cope effectively with complex pro¬ 
blems being created in the new phase by 
westernisation on the one hand and 1^ 
Indian obscurantism or fundamentalism in 
the realm of culture on the other Exposure 
to modern communication has emerged as 
a powerful promotor of cultural contact 
between India and the Western world The 
possibilities of a national cultural renais¬ 
sance as well as dangers of cultural cosmo¬ 
politanism and nihilism, both are inherent 
in this new impact of the West 

NKilU I Ok CbLIURL 

in this context the general indiflerence to 
the question ot culture which is so .harac- 
tciislic ut the intelligcntia of the post- 
Indcpcndcnct period stands in contrast to 
that ot the pre independence period This 
indittcrence and apathy are extremely dis¬ 
quieting and even alarming I he neglect of 
culture IS not merely evident in the per 
sistence ot mass illiteracy It is also evident 
ID the coiKentration ot our cultural and 
media infrastructure in metropolitan and 
other urban centres, resulting in the cultural 
poverty of the urban and rural masses 
Turther if the pre Independence period was 
characterised by an excessive pre occupation 
with the past, the post Independence period 
IS characterised by immersion into the 
present and a mindless futurism without any 
awareness ot cultural roots and moorings, 
without a sense of history and without any 
sense of a link between past, present and 
future or a balance between continuity and 
change 

Tagore and Nehru emphasised again and 
again that the capacity for learning and 
absorption which results in flowering of 
indigenous creativity rather than mere imita- 
tivencss depends on the sense of rootedness 
in one’s own cultural heritage and on the 
awareness ot fundamental weakenesses ot 
inherited national culture Uigore and Nehru 
rejected blind anti westernism on the one 
hand and blind adoration of the past on the 
other Whether India throws up a creative 
synthesis of the best ot traditional and 
modern culture enriching both national 
culture and universal culture, or whether 
India throws up merely an inferior and trun¬ 
cated version ot Indianness—this will 
depend on awareness of the cultural link 
between India's past, present and the future. 
It IS the task of cultural policy to generate 
at one end awareness of Inidttfs cultural roots 
and moorings and to promote at another 
end a critical, and positive, attitude towards 
the impact of cultural forces from outside 
In other words, cultural policy must not 
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osdllate between uncritical acceptance of the 
iweign models on the one hand and their 
blind rejection and idealisation of the 
country’s past on the other. 

The call for national moorings and for 
avoiding uncritical rejection of foreign 
models should not be interpreted as an 
escape from the duty of making a painful 
transition from the pre-industrial to the 
industrial and to the post-industrial stage. 
It must not be overlooked that India paid 
a very heavy price in terms of its loss of 
freedom and identity and by the economic 
immiserisation and cultural degradation of 
the masses by its inability to outgrow the pre¬ 
industrial mode of social existence. The 
Industrialisation of India is, therefore, both 
inevitable and irreversible The task is to 
transform this into a creative challenge, and 
not reduce it merely into an imitation of 
Western life styles based on consumerism 
and of foreign economic and cultural 
models. Industrialisation has always been far 
more culture specific than culture-neutral 
and universal India must, therefore, find a 
path of industrialisation suited to its own 
cultural traditions and goals it must also 
create new content and forms of culture cor¬ 
responding to the needs of industrialisation 
and modern development. 

A cultural superstructure which nourished 
and sustained a pre-scientific and pre- 
industrial economy and civilisation is funda¬ 
mentally inadequate for nourishing and 
sustaining the transition to the modern 
industrial and scientific age. The traditional 
world-view which sustained an agricultural 
civilisation needs to be reinforced by a 
qualitatively new and secular world-view in 
order to sustain a modern agro-industrial 
civilisation. Cultural workers in India who 
are the children of the industrial and the 
scientific, age have to reorient their basic 
perspective on culture which has so far been 
basi^ entirely on the symbols, the tools, the 
mythology and the outlook of the pre¬ 
industrial and the pre-scientific age. Tb 
broaden the range of cultural creativity so 
as to evolve the imagery, symbols, tools and 
the world-view of the industrial and the 
scientific age is as agonising as it is 
challenging. 

If this is the perspective in the field of 
culture, then the battle for culture has to be 
fought in every sphere or in many key 
spheres, it has to be fought specifically in 
the sphere of organising a new infrastructure 
of culture for the vast masses who are being 
denied the protection and security of tradi¬ 
tional village community, caste and the joint 
family by the forces of modernisation but 
, who are left like Trishank u in mid-air 
without an alternative culture infrastructure: 
A new cultural policy has not just to serve 
' the powerful alliance of the old and new 
elites. It has to serve primarily the vast 
masses of workers, peasants, artisans, 
labourers and the village-and-sium-based 
. Hrst-generation intelligentsia. Culture must 
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come to the aid of the vast masses for their 
rapid introduction into the industrial and the 
scientific age and for transforming them 
from the status of victims of economics and 
scientific progress to that of its active agents 
and beneheiaries. Culture must also be the 
fndt of their newly awakened creative urges, 
released by their Uberation from the bond¬ 
ages of the past. 

Communication technology without a 
conscious cultural* policy is bound to have 
more destructive than regenerative con¬ 
sequences. It may vastly aixelerate the 
disintegration ot the pre-industrial artistic 
and cuhural forms. Modern communication 
can be a powerful tool of a cultural policy 
for promoting preservation of the vit^ 
elements of the cultural heritage and cross¬ 
fertilisation between the old and the new 
cultures. The old art forms can be revived 
and creatively blended with modern art 
tormv by the use of new technology. 

The transition process in a society still not 
free from the inequalities and oppression of 
the past makes special demands on culture. 
For here the heightened sense of deprivation 
and in-}iisticc constitutes a vast storehouse 
of repressed urges, feelings and emotions. 
These require to be turned into creative 
energy for building a new social order. This 
means that the awakening of the oppressed 
needs to be channelised in the direction of 
cultural reconstruction. In the piocess of 
rebuilding culture alone can hatred and envy, 
the product ot the past and present, old and 
new forms, of exploitation and oppression, 
be transmutted into an upsurge of positive 
emotions. Without a cultural policy, the 
awakening of the oppressed can be dis¬ 
sipated either through “pnmitive rebellious¬ 
ness” and “anarchism” or through “vulgar 
economism” and revivalism and funda¬ 
mentalism Without a firm direction from 
culture, the protest against an oppressive and 
obsolete social order can even degenerate 
into a rejection ot all forms of tradition, 
indeed rejection of civilisation itself. This 
may even amount to rejecting all the gams 
of man’s progress from barbarism to 
civilisation 

CUIU'RAI POLICV 

It IS the aim of cultural policy to end the 
age-old schism between the thinking and the 
producing classes, the former being alienated 
from the processes of material production 
and the latter from the processes of spiritual 
and mental production. The elite may have 
in the past committed the sin of disowning 
the culture of the oppressed masses. But it 
would be suicidal for the masses to transfer 
theilr hatred of exploiters and oppressors 
from the elite classes into blind hatr^ of the 
entire cultural heritage itself. Discrimination 
between cultural distortions introduced-by 
the class system and the enduring secular 
and humanist cultural traditions contrfouted 
by all creative sections of society is essential 
in a society passing through a turbulent 


transition. 

The lessons of China's recent Cultural 
Revolution are a reminder that in correcting 
the age-old hiatus between mental and 
manuid lifoour, intdiectual elite and the 
masses, there is always the danger of throw¬ 
ing the baby away with the bath water—of 
denigrating men^ labour itself instead of 
struggling to raise the cultural or mental level 
of manual labourers; of discarding know¬ 
ledge and culture itself in the name of dis- 
caiding elitism. An assimilation of the vital 
elements of the classical cultural heritage is 
essential for an tqysurge of the creativity by 
the masses. It is the task of cultural policy 
to seek affiiination for people’k strivings and 
aspirations today from the'dreams and ideals 
embodied in the cultural traditions of 
yesterday. 

Attention must also be focused on the 
relation of national, regional and ethnic 
cultures. India, like very few couniriev m the 
Third World, is a country of sub-continental 
dimensions. It has a diversity of religions, 
languages, regions and cultures. The break 
trom colonial domination which has 
released the forces of development has vastly 
strengthened the techno-economic and 
socio-political framewoik and pioccsses of 
national micgiation and unification At the 
same time there has been a tremendous lag 
between the aspirat.ons and urges ol the 
people for social and economic emancipa¬ 
tion and the change in the unjust and ex¬ 
ploitative social and economic structure 
which oppressed the masses. As a result the 
unfulfilled urges for a just society find 
expression in diverse forms, both revolu¬ 
tionary and retrogressive. The great awaken¬ 
ing of the people in a democratic polity also 
finds Its initial expression in heightened 
regional or ethnic consciousness and sense 
of regional identity, to the point of assert 
ing alienation from national mainstream or 
national personality. The cultural and com¬ 
munication policy of the country has to take 
account of this seemingly contradictory 
character of processes of national unifica¬ 
tion on the one band and assertion of 
regional and ethnic identities on the other. 
For building up the strength of national per¬ 
sonality, it IS necessary that the concept of 
Indianness should genuinely reflect and en¬ 
compass the democratic and- popular core 
of regions and ethnic resurgence on the one 
hand and regional and ethnic-cultural diver¬ 
sity on the other. An imaginative handling 
of the questions of region, language and 
religion in relation to the class and national 
factors is a basic and essential ingredient of 
the new cultural policy and communication 
strategy. 

If it is imaginativdy utilised, communica¬ 
tion technology has the enormous potential 
of promoting national integration based on 
flowering of cultural diversity and inter¬ 
regional co-op«arion. If ft is iftuoduced in 
a mechanical apd uiipIoBaed maitncn ftcuo 
also tti|ger off wsfoniit^d^lHhiii |»4 
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inunal tensions and conflicts. The cultural 
penpective for India can neither be based 
on em-asserting diversity nor on imposing 
a rigid concept of unity. Unity has to evolve 
in the new era of development and social 
change through conscious promotion of 
multi-regional, multi-class, multi-lingual, 
multi-ethnic inter-dependence and co¬ 
operation. A unified national culture; 
hoiswer. cannot grow in the contest of an 
economic milieu which is characterised by 
structural dualism. The cultural policy must 
be integrated with an economic vision and 
the economic policy must be integrated with 
the vision of a new society. Cultural unity 
in diversity pre-supposes the willingness on 
the part of stronger groups and developed 
regions to share their gains with the weaker 
groups and backward regions. 

India’s unity will grow as a result of 
a cultural policy consciou.sly nursing a 
national culture by stimulating contact and 
interaction between regional and ethnic 
cultures. Communication can help as well 
as hamper this process of achieving cultural 
unity in diversity. The process of evolving 
a cultural policy suited to India's genius and 
needs can itself play a unifying and inte¬ 
grating role in India today. We must re¬ 
member that in the realm of culture not “a 
melting pot” but “a cultural mosaic” 
perspective corresponds ,fo the needs of 
India’s evolving national personality in the 
midst of diversity. It is not through cultural 
conquest of the weaker groups and their 
cultural annihilation but by their creative 
flowering within a national framework, and 
through evolving a synthesis of diverse 
cultural currents that India can open the 
doors of a new cultural renaissance based 
on reintegration of elite and the people and 
of national unity in regional diversity. 

IV 

In the context of the question of India’s 
cultural unity, it is necessary to correct 
certain misconceptions which have struck 
deep roots in social consciousness. This is 
due partly to the habit of viewing Indian 
situation through mechanical parallelism 
with familiar situations of other countries 
and partly to the role of vested interests in 
promoting certain mispresentations con¬ 
sciously or unconsciously. With certain 
exceptions, India’s social situation does not 
by and large correspond to that of those 
countries or regions where one region or one 
dominant ethnic group was so over-developed 
as to become the exploiter and oppressor of 
the rest of the underdeveloped regions and 
of other underdeveloped ethnic groups. This 
was the case, for instance, when Russia 
under the Czarist regime was an econo¬ 
mically and culturally ov^evelbped region 
and thereby dominated other r^ons. This 
was the case when North America emerged 
as the oppressor of South America aftd 
LatiR Aiidmiea..afl6'Nmth Italy of South 
ltaliy..6^'tt8rP.A6&t»^^ fdnos'of 


“inner cmonialism” are not yet the pro¬ 
nounced features of the Indian situation. 

lb talk in this background of “Hindi im¬ 
perialism” as is sometimes loosely done is 
to depart completely from facts and realities 
of the Indian social situation and to create 
a world of make-believe suited to vested 
interesu. The so-Cailed Hindi speaking 
regions consisting of Bihar, UP, Rajasthan 
and Madhya Pradesh have bem in recent 
history cuturally, linguistically and econo¬ 
mically underdeveloped in relation to many 
other regions of India. The roots of this 
underdevelopment lie most prominently in 
the colonial period when it was subjected to 
colonial and semi-feudal policies resulting 
in cultural disorientation, distortion of the 
social structure and the underdevelopment 
of the economy in this vast heartland of 
India. The vicious circle of poverty, in¬ 
equality, illiteracy, social and cultural 
backwardness has persisted in this region in 
the post-independence period, despite the 
emergence of pockets of growth and develop¬ 
ment in this region. In this cultural region 
Buddha led the social movement for mental 
emancipation from Brahmancial dogmatism 
and orthodoxy and for social emancipation 
from caste inequality; and the Bhakti move¬ 
ment led by Kabir, Mirabai and others 
created the fertile basis for the flowering of 
a humanist and egalitarian culture and social 
practice. Why this vast and rich cultural 
potential combined with the rich economic 


endowments remained.totally unexploited it 
a paradox and an unsolved riddle to be 
ex^ored tw sociologistt. economists and 
historians. 

It teems that the socto-cultural revelu- 
tionary processes were nuSifled by a virtual 
counter-reformation as manifested in regres¬ 
sion into social rigidity and inequi^ty, 
mental obscurantism and fatalism, other¬ 
worldly asceticism co-existing with orgies of 
self-indulgence and, finally, in worst forms 
of feudalism, bureaucratism and usurious 
and speculative capitalism. All this has 
result^ in a great hiatus between the vast 
growth potential of this region and the low 
levels of its utilisation even in the post- 
Independence era. This region, which was 
overexploited by the colonial rulers and 
neglected by the ruling elite even after 
independence has been marked by mass 
passivity, by lack of organised pressure flam 
within this region for priority to it in socio¬ 
economic investments. It cannot be over¬ 
emphasised that a cultural renaissance in this 
region which taps the cultural heritage of 
Buddha and Kabir has to be a precurser for 
an economic breakthrough. Practising 
Marx’s dictum that “the deeper down you 
go, the more radical you become” cultural 
workers must help the people to seek 
sustenance and revitalisation from the rich 
secular cultural legacy bequeathed by 
Buddha and Kabir and by anti-colonial and 
anti-feudal fighters under British rule. They 
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must ereativelv adapt this heritage to the 
needs of today. 

Cultural workers have also to become 
active agents in promoting cultural exchange, 

I e, building cultural bridges of under¬ 
standing between different cultural linguishc 
regions of India and specially between the 
cultural regions miscalled the Hindi region 
and the other cultural regions. As stated 
earlier, the forces of counter-reformation 
were intensified in this region specially under 
the colonial regime which buttressed and 
promoted a decadent feudalism. The dis¬ 
torting and disorienting influences of this 
counter-reformation, which have persisted 
even after independence, have overshadowed 
the radical cultural traditions which have 
great revitalising potential These traditions, 
concepts and modes of thought emerged as 
the fruit of creative cultural encounters 
between Brahmanism and Buddhism, 
between Hinduism, Islam and Christianity, 
between India’s pre-industrial and the 
western industrial civilisation. This en¬ 
counter moulded the synthetic outlook 
specially of the people of the region. The 
cultural ingredients of compasision, catholi¬ 
city, tolerance and empathy which charac¬ 
terise the Indian civilisation in general have 
much deeper roots in this cultural region. 

The true symbol of the culture of this 
region is Ganga herself having physically its 
roots and ramifications in this region but 
belonging spiritually to the whole country 
and commanding the spiritual allegiance of 
the whole people. Ganga is the cultural 
resource of the entire country. Let not the 
people of other cultural regions commit the 
mistakes of regarding the Hindi chauvinists 
and fanatics as the cultural representatives of 
this regioa Indeed, fanaticism and chauvinism 
is fundamentally alien to the genius of this 
region. D P Mukerji's formulation that 
“India’s genius lies in her liver” is more true 
of this region than of any other. In order 
to be true to the tradition of Buddha, Kabir 
and Mirabai, the people of this region must 
disown the fanatics anu fundamentalists and 
must take the initiative in bridge-building 
between cultural regions of India which may 
serve as a precursor of more effective bridge- 
building between economic and politico- 
administrative regions. 

At this stage it is appropriate to remind 
ourselves that if the culturally and 
economically backward regions constitute 
one kind of special target group for cultural 
planners, the industrial workers, peasants 
and agricultural labourers constitute anothei 
type of special target group. The latter arc 
not only economically deprived but are. 
much more importantly, culturally deprived. 
Indeed, in some ways lack of access to 
means of matenal production is a lesser 
deprivation than lack of access to means of 
mental and spiritual production. The latter 
type of deprivation does not allow man to 
rise to the status of man from the animal 
level. This is specially so in the context of 


the scientific age as against the pre-scientific 
age where cultural deprivation results in 
growing marginalisation of the vast masses 
of workers and peasants in the scientific 
society. It has also to be noted that neither 
the political parties, trade unions and the 
kisan sabhas and the associations of cultural 
and scientific workers nor the vast proli¬ 
ferating agencies of the nation-state have 
played an adequate role in the cultural sphere 
for the cultural awakening of the masses. 

WoMfcN’S EmANCIPATIOK 

It is further to be noted that cultural 
workers face the toughest problem in the 
realm of women’s emancipation, the emanci¬ 
pation ot the neglected half of the Indian 
people. The emancipation of women poses 
the toughest problem as much in the sphere 
of questioning old attitudes, beliefs and 
social relationships as in the sphere of 
building new attitudes, beliefs and social 
relationships based on equality, sharing, co¬ 
operation and true partnership in individual 
and collective being The perceptive obser¬ 
vation of Havelock Ellis that “there has yet 
been no French Revolution within the home 
and in man-woman relations” has greater 
force for India still dominated by the 
nurdens and deadweight of her medieval and 
colonial past to a greater extent in the socio- 
.-ultural sphere than m the economic sphere. 

1 conclude with the following meaningful 
words of O P Mukerji having great relevance 
in the present context; 

Man IS a culture-making animal We must 
not forget that the Sanskrit equivalent of 
culture IS Sansknii v hich means reorienta¬ 
tion or recreation Other .Sanskrit equivalents 
of culture have been used like baidagdhvo or 
panshilan but these patterns came to curren- 
c'v at a time when the individual had become 
sophisticated enough to be aware ot social 
distance between himselt and the rest of 
people . 

[Further] acculturation in this coumo 
has proceeded more on the lines of accept- 
tance, adaptability, accommodation and 
assimilation than those of conflict . That 
large tendency has been built up by a number 
of patterns, certain times regional, other 
times popular Cultural symbiosis is the 
outstanding feature of India's cultural re¬ 
construction. It is to be clearly noticed in the 
specific culture patterns of the Arya Bhumi 
and of the Anarya Pndesh of Bengal, 
Maharashtra and Tamil Nadu. We submit 
that these symbiotic patterns are the true 
significance of the terms “nationalities” in 
India. Our nationalism in the political sense 
may be a gift of Industrial capitalism ... but 
the studeqt of Indian history with the proper 
apiproach will And the meaning of nationalim 
in every case the formation of cultural 
patterns. 

Viewed in this light it seems that the 
resurgence of negative “regionalism” as a 
political phenomenon in India may have 
resulted from the neglect and even damage 
to regional cidtural patterns.or personalities 


under conditions of structural dualism and 
from attempts, however unconscious, of 
homogenisation. Cultural workers have 
before them a creative challenge of pro¬ 
moting reconstruction of regional cultural 
patterns as a nationally integrative force in 
a diversified society of sub-continental 
dimensions. The so-cWled Hindi region has 
a spiecially impwitant role to play in this 
historical task of nation-building through 
cultural give and take, renewal and re¬ 
construction at national, regional and local 
levels. 
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DISCUSSION 


Technocentiic Approach to Health 

Western Response to Alma Ata 

Debabar Baneiji 


DISCUSSING limitations of technology in 
the context of health of children in the third 
world, the editorial comment in the Bcono- 
mtc and Mitkal WMcty (May 17,1986) has 
nghtiy brought into focus the larger issue 
of the role of public health technologies and 
emphasised that health improvements 
brought about by immunisation, use of Oral 
Rehj^ration Therapy (ORT), growth charts 
or nutrition supplements can only be sus¬ 
tained by the availability of food, water and 
shelter and the political and economic power 
of the people to obtain them. It has also 
rightly «nphasised that these technologies 
are being used by the ruling class in third 
world countries to achieve visible and 
dramatic improvements in health and to 
divert attention away from the lack of basic 
survival needs These observations are im- 
poiiant because they open up the wider 
questions of motivations behind these 
efforts to impose technocentric approaches 
to deal with the problems of child health in 
the third world, when it is well known that 
these problems are rooted in the ecological 
conditions prevailing in these countries[l]. 

The Alma Ata Declaration (1979)[2], 
which proclaimed that people’s health 
should be in people’s hands, can be con¬ 
sidered as a major victory for the masses of 
people in the third world. Probably because 
of this association of the masses, it invoked 
a counterattack from the ruling classes. The 
efforts to impose technocentric, specialised, 
vertical programmes on the peoples of the 
third world have to be viewed in this context. 

At Alma Ata, all the countries of the 
world agreed that there should be health for 
all by the year 2000 (HFA 2000) and that the 
approach of primary health care should be 
adopted for attaining this goal. In the subse¬ 
quent years, representatives of all the coun¬ 
tries of the world, meeting in the annual 
World Health Assemblies, have repeatedly 
endorsed this goal unanimously and they 
worked out different plans of actions for 
moving towards it. The essence of HFA 2000 
is promotion of community self-rdiance 
in health. For this purpose, it called for 
democretisation of health services. Suuting 
from the people implied giving due con¬ 
sideration to the indigenous mechanisms 
which people have dewloped through the 
ages to cope with their own health problems. 
HFA 2000 also implied social control over 
medical technology. This meant involvement 
of the people in pdicy fmnulatlon. fan¬ 
ning, prograsnml^ and implementation of 
the hodth services whteh are requlied by the 
people to ftrengthen thdr cop^ papachy 
mtd.prttehrauwwta w tsi wwe whrtcvee they 
tun 1^ 


health problems. 

There is thus a fundamental reversal in the 
relationship between the health services and 
the people In HFA 2000, it is implied that 
the health services will be subservient to the 
needs of the people and that the people will 
have a mgjor say in the shMng of these 
health services. As a consequence of this 
approach it was recognised at Alma Ata that 
health services have to be visualised along 
with the other services which contribute to 
the promotion of health of a community: 
there has to be intersectoral action for 
health. Also, health services have to be 
developed in an integrated form, combining 
curative, preventive, promodve and rehabili¬ 
tative services. It is also to offer coverage to 
the entire population. Obviously, for this 
purpose, it is necessary to develop people- 
oriented technologies. In other words, 
technology is to be subordinated to the needs 
of the people. 

From a sociological point of view, the 
Alma Ata Declaration ought to be con¬ 
sidered as the culmination of two streams 
of activities. One stream consists of the pro¬ 
grammes which have been imposed by indus¬ 
trialised Western countries on the third 
world countries. This imposition of techno- 
centric health programmes on third world 
countries have been a part of the wider 
efforts of the Western industrialised coun¬ 
tries to acquire social and economic control 
over them. They adopted methods of in¬ 
tellectual and technological colonialism to 
attain their objectives. Launching of mass 
camnaians against individual thseases, mass 
sterilisation drives in family planning(3], ex¬ 
tensive use of an approach of health ^uca- 
tion which degenerated into a process of 
motivational manipulation of people and 
victim blaming(4] and formation of highly 
technocentric urban medical institutions, 
which corner the bulk of the health budget, 
are examples of the actions taken on the 
basis of the western model. However, with 
the passage of time, it became increasingly 
difficult for the ruling class to cover up 
failures of such programmes. Concurremly, 
there has been increasing restiveness among 
the oppressed people of the world. They 
started demanding a mote equitable ap¬ 
proach to health service development. This 
demand gradually took the form of a strug¬ 
gle for democratisation of health services. 
The fhitures of the conventional Mfestem 
technoonuric approaches and die craicurrem 
(temocradc movemenu among the masses of 
the peoples of the world geoented inmudng 
pressure on international institutions, like 
die WHO and UNICEF, to look for alter- 
qatiuei, HFA 20Q0 U the outcome of this 
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prolonged struggle of the people to get a 
more just health service system for them¬ 
selves as a pan of their struggle to improve 
their health status. It it worth noting that 
the movement for HFA 2000 has been to 
powerful that even countries with not very 
strong democratic political systems, such at 
Chile, El Salvador. ('Baby DocO Haiti, 
Liberia, (Idi Amin) Uganda and (^katsa) 
Central African R^ublic^ were impelled at 
least |o sign the Alma Ata DeclanUon. It 
was, therefore, logical to anticipate that the 
philosopiv of primary health care embodied 
in HFA 2000 will be implemented differen¬ 
tially. depending on the degree of democrad- 
sation in different countries. 

But the recent efforts of some Western 
powers to hit out at the very core of the 
philosophy of primary health care by impos¬ 
ing technocentric vertical programmes 
against a few diseases in the name of saving 
children, adds a qualitatively different 
dimension to the countermovement. This 
movement not only tends to fragment a 
health care system and takes it away from 
a wider ecological, intersectoral and in¬ 
tegrated approach, but it also actively 
hinders community self-reliance and seriously 
erodes the democratic rights of the people 
to participate in decisions which so vitally 
concern them. This is perhaps the most 
malignant facet of the present efforts to 
impose specialised technocentric program¬ 
mes from outside[5], using social marketing 
techniques to sell them(6]. 

There is an ominous similarity between 
the spread of a highly malignant cancerous 
tumour and the promotion of the techno- 
centric approach by western countries, par¬ 
ticularly the USA. It started almost inocu- 
ously—in the form of a very poorly for¬ 
mulated report(7] of a very poorly concep¬ 
tualised and poorly implment^ health 
service project in a countiy like Haiti. There 
were so many flaws in the paper written by 
J A Walsh and K S Warren that one felt con¬ 
fident that nobody would take a second look 
at the conclusions these authors drew ffom 
their report on the project[8]. These authors 
contended that the comprehensive primary 
health care; as visualised in HFA 2000, is well 
beyond the reach of most of the third world 
countries. They, therefore; used the data 
from the Haiti project to plead for a selective 
approach targeted on a small number of 
diseases. Anybody who is familiar with the 
discipline of health administration would 
note that: (a) it is based on data that are 
scientifically questionable; (b) operationally, 
it is not reproducible, even in Haiti: (c) the 
conclusions are untenable, socially, epi- 
demiologically and ecologically; (d) it goes 
against integration of health services; (e) it 
ignores the intersectoral nature of h^th 
promotion; (0 it is dependence ptodudng; 
and (g) it is anti-democratic(8,9]. 
Promoting Technocentric Approach 

Perhaps the first indication of the malig¬ 
nant character of the new trend became 
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manifest when, eventhough from concep¬ 
tual, methodological as well as inferential 
angles, the paper sufferd from very serious 
flaws, it was puUished in the New EntUm4 
Journal of Medicine (1979), which is scien¬ 
tifically regarded as one of the most presU- 
gious journals of medicine in the world. 
Soon after, this paper of Walsh and Warren 
began to be cit^ by such powerful and in¬ 
fluential organisations as the Rockefeller 
Foundation, the World Bank, UNICEF and 
US Government agencies (e g, USA1D)[I0]. 
UNICEF, which was a co-sponsor of the 
Alma Ata Conference on Primary Health 
Care; started to talk of Selective Primary 
Health (^are in the form of OOBI[S]—use of 
growth charts, Oral Rehydration Therapy, 
breast feeding and immunisation, later 
on associating it with food supplements 
and family planning (GOBI-Fp. When 
female literacy was included, it became 
GOBI-FFF[ll]. it did not consider it 
necessary to test out this selective approach 
in the Held before staking all its prestige and 
power behind it and imposing this approach 
on Third World countries. UNICEF laun¬ 
ched what it euphemestically called Child 
Survival Development Revolution 
(CSDR)(S]. which encompasses GOBI-FFF 
along with a major campaign of social 
marketing to make mothers realise the im¬ 
portance of survival of their children(S, 6]. 
more recently, with considerable support 
from many powerful agencies :n the world, 
UNICEF has launched a still more am¬ 
bitious programme—Universal Child Im¬ 
munisation to all by 1990 (UC1'I990)|I2]. It 
may be noted that this powerful movement 
to impose technocentric programmes on 
third world countries has t^n sustained in 
spite of very categorical disapproval of this 
approach ^ an international meeting of 
public health administrators representing 
every region of WHO[13] and more recently, 
by a meeting attended by some eminent 
scholars in public health from the major 
Khools of tropical medicine of Europe and 
clsewheTe[l4] in Antwerp. Underlining their 
deep concern over imposition of a ‘selective* 
approach to primary health care from out¬ 
side, the participants of the conference at 
Antwerp releas^ a manifesto to the press 
to express their deep concern over the efforts 
to undermine HFA 2000[1S]; 

... in the developing countrl^ in spite of the 
lessons of history and of past experience, 
major national and internationd donor 
agencies are diverting scarce resources mto 
a short term approach known as "selective 
primary health care". This approach concen¬ 
trates exclusively on certain interventions 
claimed to be the most efficient and aimed 
only at sections of the population. 

This self-contradictory term should be 
tanned, since at their bat, such program¬ 
mes can only be consider^ as “selective 
health status interventions". This approach 
is in total contradiction with the ftindamen- 
tal principles underlying Primary Health 
Care. 

The Primary Health Care approach is be¬ 
ing used with success in many parts of the 
4 world. Being a continuous process, much re¬ 


mains to be done. 

This manifesto is Issued because the pro¬ 
liferation of selective health intervention pro¬ 
grammes undermines the health services at 
the oiact moment when they try to reoiganise 
themselves towards Primary Health Cate. 

It it issued also because thw interventions 
purport to offer “quick solutions” and “in¬ 
stant success” for which they divert scarce 
resouices from the solution of the teal 


Tiwse forces dioald be fought resolutely. It 
is necessary to understand the social and 
political implications of this onslaught of 
the Western countries on the masses of peo¬ 
ple in the thiid world. Struggle for primary 
health cate thus acquires added political and 
social significaiKe. 

References 


underlying and continuing problems, thus 
helping to maintain ill-health. 

In addition experience has taught its that 
selective interventions tend to become per¬ 
manent even though they ate presented as 
“interim" responses only. In fact, they need 
specific structures which a country could not 
easily get rid off at the moment it would 
decide to reorientate its health policy towards 
comprehensive Primary Health Care. 

Thus the technocentric approach to child 
health analysed in the editorial comment has 
many additional serious sociological and 
political implications. Because of the 
distribution of power, the western industria¬ 
lised countries have long used access to 
health services as a means to perpetuating 
their social and economic control over the 
peoples of the third world[16]. The Alma 
Ata Declaration represented, at least sym¬ 
bolically, the liberation of the people from 
clutches of these outside forces. That was 
the meaning of the health services. The 
ruling classes have struck back by glorify¬ 
ing the work of Walsh and Warren. They 
have used their economic and political 
muscle to impose their programme on the 
third world. 

It has, therefore; been rightly pointed out 
ill the editorial comment that the technocen¬ 
tric approaches are advocated by UNICEF 
and its supporters to divert attention away 
from the lack of basic survival needs. Past 
experience with the vertical programmes 
have shown again and again that such pro¬ 
grammes do not have an impact because of 
major problems in their implemoitation and 
beuuse of over-estimation of the likely 
epidemiological impact on the selected 
diseases. So arrogant and nonchaliant have 
been the exponents of the new vertical 
approaches that they choose simply to ignore 
the past experience and use high-pressure 
mass communication campaigns to expound 
their cause. Finally, the question remains 
that even in the very unlikely event of it 
becoming possible to implement vertical 
programmes to give an epidemiologically 
satisfactory coveia^ and that technological¬ 
ly, they turn out to be effective enough to 
have an epidemiological impact, the children 
who might have benefited from these pro¬ 
grammes would fall prey to other disease- 
causing conditions in the environment in 
which they are forced to live; Therefore; even 
with the most optimistic scenario; it can be 
claimed that the operation was successfiil 
but most of the patients died. Global and 
national power structure ordaiiu that the 
depressed people of the world will have to 
piV yet another heavy instalment to thdr 
tormentors. The tormentors have once again 
to be proved wrong before they are forced 
to abandon their Ul-concdvcd pragranunea 
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